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laxing us to death by degrees
oW gh|-qhga 320
Count the day won when, turning o So perhaps a tax should be placed

its axis,

This earth imposes no additional
faxes.

~— Franklin P Adams

INIVERSITY of the Transkei

Professor Wiseman Nkhulu

has advocated a tax on univer-

sity praduates as one way of
redistributing wealth.

He didn’tlater deny it, So we have to
assume he meant it.

Graduates have profited from the
apartheid education system, and so
shottd put some money back into the
system.

Qpponents of such a scheme could
argue that many uneducated people

have benefited from apartheid atleast

as much as graduates have.
Conversely, many graduates, particu-
larly those unwise enough to have
entered education or journalism, are
not particularly wealthy.

A suggestion that a special tox on graduat should be zmposed for

redistribution was greeted with no little disbelief REG RUMNEY

suggests some other yuppie taxes

As a revenue-aising device a grad-
uate tax might not be particularly
effective.

But let’s accept that special taxes
should be instituted to redistribute
wealth.

Truly creative thinking demands
that we don’t stop there. Besides, a
broader tax would be fairer and more
efficient. Naturally, it has to be aimed
atthe wealthier members ol‘socle(y, or
it would merely be & revenue- rmsmg
exercise.

legrees?

Long a symbol of sybaritic subur-
‘ban whites, swimming pools would be
an obvious tax target. It could be pro-
gressive too: the bigper the pool, the
bigger the tax. Trouble is Sunday

‘What else could be taxed besides’

Times editor Ken Owen has already

Tine for the tax.

filled lus in. However, th

A Ioglcal extension would be a tax
on jacuzzis and private steam rooms.
Another possibility Is a tax on second
bathrooms.

A progressive (the more you have
the more you pay) national propesty
tax has already been advocated. This
would have to be on the basis of
municipal valuation. The Norwood
trend of wealthier wlms moving into
tiny propetties for security reasons
would rule out tax on the basis of land
size alone. Never mind that Trade and
Industry Minister and former Gencor
chaitman Derek Keys has been living
in a flat in Killamey, which presum-
ably means he at least wouldn’t be in

XU
bol that suits a lax.

on 16-valve fuel-injected models, or
power steering.

Even more specific, 2 tax on car
phones would hit exactly the right
people — if it didn’t kill the nascent
car phone industry stone dead.

Similarly, there is no doubt which
class of people would be subject to a

True, almost all new cars are
becoming aluxury purchase. And lux-
ury cars icur extra tax in the perks tax
tables. Butsome observers, particular-
ly members of the South African
motor industry who manufacture
Japanese cars (of course), argue that
the number of tuxury German cars on
South African roads has reached
obscené levels,

One can confidently predict, how-
ever, that with the already exorbitant
price of BMWs and Mercedes Benz
cars, a luxury car tax wil quickly
induce drivers to “buy down”. The
result will be a windfall for Toyota and
the other car manufacturers.

Retailers

sq\ffer a
W\ 5\}*—{%\\‘\1
un-merry
Christmas

There were fewer jingles
in the store tills this
Christmas, as the
recession finally cut deep
into consumer spending.
_ REG RUMNEY

reporis

GET ready for some great New Year
sales— if you have any money left.

For the first time in years it was not
a merry Christmas for those who
depend on the season of goodwill and
bonuses to make a good part of their
yearly profit.

Pre-Christmas sales in some retail
chains should have been a clue. Goods
that last year moved off the shelves as
il by magic had to have their prices
slashed to budge. Retailers are cagey
ahout stock, but the pre-Christmas
sales have already been followed by
post-Christmas price slashing in some
stores.

Retailers The Weekly Mail spoke to
confirm thata South Afiican Chamber
of Business pre-Christmas survey was
at least not too far off the matk and

Sacob’s survey said retailers
expected Christmas sales to be down
around five percent in real terms.
Individual retailers will judge their
own performance against that depress-
ing yardstick. Those The Weekly Mail
spoke to felt happy to have matched or
shightly bettered the November infla-
tion rate of 15,5 percent.

Chain store OK Bazaars managing
director Gordon Hood this week
described Christmas this year as “not
very exciting”.

OK turnover in nominal terms, ie
no! adjusted for inflation, was 17 per-
cent up on last year in real terms for
the Christmas season.

Big-ticket items such as furmlure
and appliances were hardest hit.

OK is part of the South African

's sale time with a vengeance in ms New Year

Breweries group, which also includes
Edgars Stores.

Drinks and retailing group SAB
executive chairman Meyer Kahn was
quoted just after Christmas as saying
that Christmas sales Tooked like they
could be the lowest in six years.

“We are comfortable with the real
growth we've achieved,” said Edgars
financial director Roberl Maydon,
without quantifying that growth, He
qualified this by saying he could onty
speak for the Edgars chain itself, not
the other stores in the group, Sales
House and Jet.

Unlike previous years, where
Christmas has come earlier and earli-
er, shoppers seemed to delay buying
until the last minute.

“We had a fantastic Christmas
week,” said Pick 'n Pay financial
director Chris Hurst, “with sales up 28
percent in nominal terms.” For the full
five-week Christmas season, howey-
er, it looked as if the chain would
achieve only an 11 percent increase in
cash terms. “It was about as good as
we could expect. There isn't a lot of
money out there.” He added that peo-
ple were selective in their spending.

Chain store Game operations direc-
tor Barry Clements said shoppers
were a lot more price conscious, and
shopped around at Christmas, Pricing
on big-ticket items was very competi-
tive. He said Game turnover was
marginally up in real terms on last
year, but “only ]usl ll was a lot better
than we’d hoj

Spending was disappointing up to
Christmas, but shoppers came to the
stores afler Christmas itself.

Furniture and appliances store
Morkels also had a late shopping rush,
with good trading in the few days
before Christmas.

Morkels aperating director Bob
Smith said sales were masginally upin
real terms until Chrisimas and in the
final week were holding steady. He
stressed, though, thal there were two
or three days of trading left. He said
the last few months had been difficult,
with discounts in place for some time.

On the other hand, Rusfum director
of sirategic management Johan
Kruger said sales had held steady in
nominal terms, This implies a fall of
15 percent.
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Consumer electronics group
Milstan joint MD Stan Etkind said the
group was safisfied to have gone some
way to matching inflation, given the
high base that last Christmas repre-
sented for the group. “We're more or
Tess on the same level.” Since the last
three months had been tough, the
company had becn apprebensive.
“We're more than satisfied.”

The holiday citics were also hit,

Durban and Cape Town appear to
have had a lacklustre Christmas sea-
son.

“The general fecling among hote-
liers was (hat the season was ot 100
wonderful,” said Durban Publicity
Association managing director Frank
Vincent this week. The recession had
meant that Durban’s 30 000 beds
have in all probability not been filled.

An indication of the squeeze is thal

Department  store  group
Greatermans financial director lzak du
Plooy said the chain’s Chris !

were only marginally up in nominal
terms. Adjusted for inflation they felt
10 percent compared to last year.

Similarly, Garlicks group MD
Hymie Sibul said turnover in the
group, excluding Game, but including
Beares, Savilles and other stores was
only five percent up in nominal terms.
Taking the economic circumstances
into account he was not unhappy with
that, he said. “It’s bloody tough out
there.”

1t’s not all gloom and doom, Sibul
added. “People are still buying.” The
furniture division had achieved
turmnover up 25 percent on Jast year.

the RS00 000 spentby
in bringing upcountey visitors to
Durban in the traditional “valley” in
the first half of December had had lit-
tle effect. However, many people
would have switched from hotel stays
fo visiting friends and refatives, so the
retail trade might not be as badly hit as
the hotels.

Captour director Gordon Oliver
said indications were the number of
visitors to Cape Town had surged. But
the hotels had had a quiet time, with
visitors preferring the cheaper bed-
and-breakfast establishments or stay-
ing with family or friends. “The reces-
sion is being felt.”

tax on laptop real leather
brief cases, filofaxes, and computer
programmes that enable you to play
the stock exchange from home. Addto
this airconditioned offices and big
desks of exotic wood and leather.

Once again, though, if you want to
tax the affluent businessman, you
should for tax efficiency bring his wife
into the tax net as well.

‘This means a tax on beauty salons
and health clubs, racing bikes, home
gym equipment, psychiatrists and
mineral water, retro tortoise-sheli
spectacles and answering machines.
‘The possibilities are almost endless.

Ah, but what about taxing the obvi-
ous, you ask? Imported suits and shoes
and designer clothes from all comers
of the globe, are surely fair game.
These (and some of the ahove) are
subject to pretty high import sur-
charges on fuxury goods already. Add
in Value-Added Tax and you have
prices that make all but the super-rich
blanche.

This is the beauty of the graduate
{ax: youcan'tavoid it. In this it resem-
bles the UK s infamous poll tax.

An important principle of tax law
— one which the present government
doesn’t seem to agree with — is that
one should be able to arrange one’s.
affairs 50 as to pay as little tax as pos-
sible.

People do anyway. The UK win-
dow tax of old is illuminating. The
rich bricked up many of their win-
dows, The poor could doittle to avoid
the tax.

So the yuppie taxes mentioned, if
high enough, would encourage thase
with disposable income to lead an
ascetic, low-tech and even unhealthy
lifestyle. They would certainly be
resented and most definitely be resist-
ed.

So would a tax on graduates, and —
if high — it could atso speed up the
brain drain,

If taxes are Jow but widespread, the
theory is they only cause mild resent-
ment and people gel used lo them
quickly. That is the thinking behind
taxes like VAT. However, if they are
too low they don't raise enough rev-
enue to make any difference.

In the end, income tax is still a pret-
ty powerdul instrument for redistribu-
tion. Granted, as a political gesture if
nothing else, new taxes will probably
be introduced. Estate duty, now all but
nominal, could be beefed up again.
Now the first R1-million is exempt, as
are bequests 10 a surviving spouse,
according to KPMG Aiken and Peat's
Alister MacKenzie, and the flat rate of
tax is 15 percent.

There may be big money slipping
out of the tax net. But remember that
individuals already shouldera big part
of the tax burden.

The individual’s share of income
tax has risen from 19,9 percentin 1979
10 37,6 percent in the 199192 budgel.

‘The individual tax burden doesn’t
include sales tax or VAT, of around 20
percent. This is ultimately paid by the
consumer — that's you and me. We
could pay more, but not much.

So will anyone who has new cre-
ative ideas for the Receiver of
Revenue give us abreak, Please.
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Under the Income Tax Act a complex formu-
la sets out the maximum deduction for con-
tributions to a retirement annuity (RA)
fund. A taxpayer may deduct up to the
following maxima, whichever is the greatest:
O 15% of income after the deduction of all
allowed expenses (excluding RA and pension
fund deductions themselves, medical ex-
penses and some other specialised categor-
ies). Income for this purpose excludes in-
come from ‘‘retirement-funding
employment” as defined (effectively, pen-
sionable emoluments);

3 R3 500, less deductions allowed for cur-
rent contributions to pension funds; or

O RI1750.

The Coramissioner for Inland Revenue is
now asking government to amend the Act to
delete the second and third bases of this
formula, with effect from the 1997 tax year.
The proposal has caused concern among
long-term assurers, an important part of
whose business is the management and mar-
keting of RAs. Revenue argues that the
second and third bases were inserted only as
transitional provisions at the time of intro-
duction of the first basis — the 15% option.

Liberty Life’s Gavin Came explains that
when RAs were introduced in the Sixties
their focus was to provide an individual pen-
sion for the self-employed. Initially, a fixed
rand amount was allowed for deduction of
contributions. This was steadily increased
until 1979 when the 15% rule was intro-
duced. This was ideal for the self-employed,
as it was automatically linked to increases in
income. The older “fixed amount” allowance
was kept to protect the rights of people who
had relied on it.

Revenue says these two bases complicate
their calculations and are now an unneces-
sary concession.

Came says the Life Offices Association
(LOA) has problems with this approach,
which generates instability in tax legislation
and suggests that Revenue does not suffi-
ciently recognise the RA’s role in augment-
ing pensions, especially where there is no
compulsory preservation of them.

Revenue argues the fixed amount options
are unreasonably generous because of the
combined deductibility of pension fund con-
tributions by employer and employee. At
present, employees may deduct up to 7,5% of
their retirement-funding income, and the
employer up to 20%.

Old Mutual’s Abri Meiring argues that
the three bases of the formula should be
reviewed concurrently.

Above an income threshold of R11 667 a
year for nonretirement funding (and tax-
able) income, the 15% basis leg is sufficient.
If an LOA proposal, outlined below, for

increasing the 15% basis were adopted, this
threshold would fall, softening the impact of
removing the remaining bases in 1997.
Independently of this consideration, the
LOA feels that the 15% basis should be
improved, for several reasons:
O The principle of “horizontal equity” de-
mands that salaried and self-employed pec-
ple should enjoy similar fiscal incentives —
combined deductible contributions by em-
ployee and employer now total up to 27,5%;
O The real value of the 15% deduction has
been eroded for some by the 1990 exemption
of dividend income. Before this, gross divi-
dend income formed past of the tazable base
on which the 15% could be calculated. This
(possibly unforeseen) consequence can be
rectified by raising the 15% factor;
O All these considerations apply even more
to older taxpayers who have less time to |
provide for retirement (and also rely more
heavily on dividend income); and
0O It is important to protect vested rights.
The LOA accepts that the long deferral of |
the date suggested for introducing the pro-
posed amendment acknowledges this. But no
taxpayer who entered into a long-term RA

contract should ever be disadvantaged by a‘

retroactive change to the tax regime.

The LOA now proposes that the 15% limit
should be lifted to at least 20% for taxpayers ’
under the age of 50 with effect from the 1992 :
tax year; and that this be further increased
by one percentage point for every year over
the age of 50 to a maximum of 30% at age
60. Alternatively, a flat rate of 25% could be
considered for all ages.

Further, the R1 800 limit for deduction of
reinstatement contributions to RA funds and
pension funds should be increased to at least
R3 600 a year with effect from 1992. This
type of payment arises when a member
makes up arrear contributions to either a
pension fund or RA or buys past service.

The LOA wants the upper age limit of 70
years for retirement from an RA fund abol-
ished, or at least raised to 75.

Lastly, RA contracts entered before
March 1 1992 should be protected against
any future abolition of the fixed amount
bases by specifically excluding them from
the proposed amendment.

There are reservations at Revenue about
an increase in the 15% basis:

[ 1t would give a major benefit to excep-
tionally high earners who do not need any
more assistance to save for retirement; and
O It might mean significant loss of revenue.

Of course, it would be easy to cap the 15%
basis in monetary terms, from year to year,
to adjust for inflation. .

AA Life MD Joe Gates points out that
numerous commissions of inquiry have em-

e e

phasised the importance of providing suffi-
cient retirement funding. Yet Revenue often
displays tunnel vision when it comes to the
risk of even limited loss of tax proceeds.

The LOA proposals (with one exception)
seem not only right but overdue. In particu-
lar, taxpayers in the professions are often
still fighting fit at 70, and not nearly ready to
retire.

The exception concerns dividend income.
There never was much logic in allowing this
category to fund contributions to an RA, as
the income will not be affected at all by
retirement from work. Here, the LOA argu-
ment seems self-serving. ]




Wealth tax; let the pu

KEN OWEN’S comment
on our passing show tends
to tell it as it is, but some-
times he gets it wrong.

It usually does not mat-
ter; but his bee-in-the-
bonnet opposition to redis-
tribution of wealth, which
he consistently equates
with stealing, is a serious
mistake.

It also is dangerous
because it suggests that
just as thieving is so obvi-
ously wrong that it does
not have to be discussed, so
redistributing wealth is ob-
viously wrong and does not
have to be debated.

Using his favourite
example: If Joe Slovo is
encouraging people to nick
swimming pools, Owen has
a right to be outraged
because, as the 10-point
programme says, ‘“‘thou
shalt not steal”. But when
Slovo calls for a redistri-
bution of wealth, what he
wants may be silly but it is
not morally reprehensible.

He believes, 1 mrgw cor-

S wes S
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JAMES MOULDER challenges Ken
Owen’s views on the redistribution of

wealth

(e

rectly, that we cannot have
a new South Africa if those
of us who have benefited
from the way in which
apartheid worked are un-
willing to give back some
of the goodies we got in the
accumulation game.

" In fact, if Slovo kicked

his addiction to a Joe
called Stalin, he could
employ Robert Nozick, a
professor of philosohy at
Harvard, to put his case
for redistribution.

According to Nozick,
wealth is not “manna from
heaven”; it has to be
worked for and we are
entitled “to possess what-
ever we acquired withou
injustice”. .

I have referred to Ne-

zick because he defends
the idea of a minimal state
with a free market, but he
does not reject redistribu-
tion policies when the sys-
tem under which one’s
wealth was acquired was
unjust, and so he reminds
us that apartheid has
helped to decide who are
“haves” and who are “have
nots”.
" This means that those of
us who are stuffed while
others are starved cannot
justify what we have sim-
ply by showing that we
worked for it. We have to
go further and show that
we would have got what
we did even if apartheid
had not tied logs to the legs
. of most of our competitors.

What is required is a

blic cast the final vote

debate on how wealth
should be distributed rath-
er than on whether it
should be.

And in this debate it is
not enough to invoke Adam
Smith’s (very) “invisible
hand”; it also is necessary
to adopt at least three
rules to make it work.

The first rule is Smith’s
Strategy: it tells us that it
is always acceptable to ask
how the productivity and
wealth of an organisation
or society can be in-
creased.

The second rule is
Marx’s Manoeuvre: it tells
us that it is always accept-
able to ask how the present
and future wealth of an
organisation or society can
be distributed more fairly.

The last rule is Felicity’s
Finesse: it tells us that it is
never acceptable and
always illegitimate to
employ Smith’s Strategy
(to increase productivity
and wealth) without also
using Marx’s.» Manoeuvre

(to distribute present and
future wealth more fairly),
and the other way round.

Another way to make
Smith’s hand more visible
is to adopt “an index of
achievement and need” for
financing things like edu-
cation, health, housing and
rural development.

An index of this kind
applies to a geographical
area like a municipality, a
magisterial district or a
development region. It
weighs the achievements
and needs of the people in
an area, puts this informa-
tion into a formula (which
is always open to public
scrutiny, debate and revi-
sion) and distributes public
monies in ways which both
encourage the achievers
and help the needy.

If we applied an index of
this kind to the education
budget, things like high
teache/pupil ratios, text-
book shortages and con-
gested classrooms would
count as needs; and things

like regular attendance;
students who graduate
from universities and tech-!
nikons in the minimum
amount of time, and scores |
in English, Maths and Sci-
ence Olympiads would.
count as achievements. .,
This, of course, is oi%.
an example. But it makes a;
point that is seldom made
in the debate on redistribu-«
tion: we do not have to:.
choose between welfare,
(eliminating need) and
meritocracy (rewarding
achievements). (ARG
It is possible to balance”
these goals and, what ‘18
more important, to have &
public debate on how this
should be done. But this is
impossible while Ken
Owen equates redistribu-
tion with thieving and Joé
Slovo calls for redistribu,
tion without giving us the
rules of the game. X
DO James Moulder is
professor of philosophy
at the University of
Natal, E&lnnwxﬂn.
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By TERRY BETTY

VAT has cut the cost of non-
residential building by about

. -

Real Estate Surveys prop-
erty economist Erwin Rode
says another 5% can be de:

ducted from the cost of a'_»

building because the buyer

does not have to pay transfer *

duty. -
VAT will result in only a
1% increase in the cost of

new houses. The full effects.

of this will be felt once VAT
on housing is phased in in.
March.

Assuming labour and ma-
terials each constituted 40%
of a contract under GST,
plant and equipment would
be 10%. Overheads and profit

Mdmg éost

ciit by VAT

would comprise 10% of the
total,

GST was paid on materi-
als, plant and equipment.
Stripping out GST results in a

- saving of 5,75%, reducing the
- cost-of a R100 000 building to

R94 250.

The 10% VAT payable on
the reduced figure is irrele-
vant because it is fully recov-
erable by the developer or
buyer. So is VAT paid on pro-

-be able to recoup V-

fessxonal fees, says Mr Rode

The posmon is different for
residential properties where
the ordinary person will not
-unless
he is.a seller. The éost of a
house- will increase <by an
average 4%. However, pay-
ing VAT absolves the buyer
from 3% transfer duty.

The result is only a.1% in-
crease in the cost of houses
bought from a developer
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Emigrants
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EMIGRATING South Africans are
finding it increasingly difficult to
convince Inland Revenue officials
that they fulfil the necessary require-
ments to qualify for a tax exemption
on investments in SA stocks.

SA emigrants are entitled to the
tax exemption if they convince the
authorities they are non-residents
and are not carrying on business in
SA. However, tax experts say tax
officials have become far stricter in
their definition of a non-resident as
well as in their interpretation of whe-
ther or not local business interests
comprise “the carrying on of busi-
ness” in SA,

‘The future of the exemption, which
is widely used by SA emigrants, be-
came uncertain two years ago when
an amendment to the Income Tax
Act gave financial authorities, the
- right to activate a provision which
would remove the exemption.

The provision is supported by some
ANC spokesmen, who say taxation of
these investments would open up an
easy flow of new revenue.

The two-year delay in impl

stocks tax exempti

battle for
10N

LESLEY LAMBERT

Minister has many different advisors
and could have plans Inland Revenue
is not yet aware of,” a senior Inland
Revenue official said this week.

An emigrant won an important vic-
tory over Inland Revenue recently
when the Income Tax Special Court
held that he was exempt from tax on
his dividend and interest income
earned in SA, even though he retained
his house in SA, made regular visits
and was a director and major share-
holder in a number of companies
operating here.

“He was successful because his
permanent or principal home was in
the US,” said Deloitte Pim Goldby
tax conswitant Orlando Fernandes.
“All the surrounding evidence cor-
roborated this fact. Sinee his emigra-
tion he had opened banking accounts,
established church membership,
rented a home and registered with
social security in the US,” he said.

Fernandes said the case highlight-
ed the risk of the court reaching a
different 1 — that an emi-

ing the provision has triggered specu-
lation that rather than remove the
exemption, the authorities will
simply tighten the conditions for
qualification.

“The fact that the provision has not
yet been activated does suggest that
it is unlikely to be, but the Finance

grant was carrying on business in SA
50 was not entitled to the.tax exemp-
tion.

“The taxpayer could ha¥e been un-
successful if he traded it his share
portfolio or carried on his business
operations in an unincorporated
form,” said Fernandes.




™ e o192

In progress

An “initial work in progress” by Wits law
professor Dennis Davies, on Taxation in a
post-apartheid society, deals with a number
of controversial issues including a capital
gains tax, land tax, capital transfer tax and
minimum tax on companies (MTC) and a
dividend tax, It is not clear whether he is
advocating their introduction or simply dis-
cussing their consequences.

However, he points out;

O The potential of taxes for achieving many
of the goals in developing countries has been
grossly exaggerated;

0 Evidence on the redistributional role of
taxes is ambivalent; .
O There is considerable uncertainty about
the extent to which company taxes are shift-
ed to the consumer public; and

O The benefit principle — that taxes be
based on benefits received from expenditure
they finance, rather than on ability to pay —
has returned to favour internationally,

Ernst & Young tax partner Ian Henstock
says MTC “should be approached with cau-
tion — a new system should not provide for
arbitrary taxes.”

He describes two recommendations in the
report as “outstanding.” They are that the
administration responsible for collecting and
using taxes should be accountable and effec-
tive. “This will ensure that the widescale
practice of tax avoidance would be substan-
tially diminished as taxpayers would know
the contribution to the Treasury will be used
for the purpose for which it is being collect-
ed.”

He also supports the recommendation that
the State should pay market- related salaries
to attract experienced accountants for senior
Revenue positions,

Henstock says one issue not raised in the
report is “vital given the close proximity of a
number of independent tax jurisdictions.” It
is that income should be taxed on the basis of
residence as opposed to source, “The system
of providing residents with al] the benefits of
security, education, medical care, et cetera,
without any assured form of contribution
should no longer be accepted,”

Henstock, a member of the SA Fiscal
Association Think Tank formed early last
year “welcomes the report as a basis for
future debate of fiscal policy.” The Think
Tank, which has as its members 20 Iegal and
accounting tax practitioners consulting in
the Johannesburg area, aims to “make an
impartial contribution to the ongoing devel-
opment of SA fiscal policy.” N
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By AUDREY D'ANGELO !
Business Editor dy {gapﬂ:a]
THE introduction of a e;i’i‘_"!,;.%eimﬂat“’nﬁ‘ry
- capital gains tax should
-also ‘mean rebates for
losses on the stock ex-
‘change or in property
deals, says David Clegg,
a partner at the Cape
Town office of interna-
“tional" accounting firm |
‘Etnst & Young.

Clegg and other char-
tered accountants say they
* think ‘the imposition of a
capitil ‘gains tax inevita-
ble for ‘political reasons.
But they do not expect it to
be introduced in the next
- Budget, -

. Clegg thinks it might
-not come until 1994,

Meanwhile, they stress
the need for discussions to
ensure that it is a fair tax &
making ‘proper allowanc
-for inflation.

Michael Flax, Cape
President of the Chartered
Institufe of Management
"Accountants and MD of .
Seeff "Trust, the financial
servicesi arm of the Seeff
Holdi, Group, says he
considéts it “alarming”
that the imposition - of a
capital ‘gains tax is now
gleing accepted as inevita-
ble. . 5

“i4€ one on the sale of the
% ghares — and have no cap-
“ital gaffs to offset against it
I should get a t:
. . “If my fellow citi:
el A pect to share in 4
- David Clegg. - fortune ‘through
gain they shouly

s But,Clegg and Godfrey ould: ¢
Shev, a partner at the Cape Town office prepared to share my misfoftune by
.of accountants Kesgel Feinstein, point allowing a tax rebate:" W
out thatithere could be advantagesin-a  ,Shev said: T do believe 13t in time
cleatly defined capital gains tax, we shall get some form of a capital gaing
. : tax, ‘particularly with a ch
government. But I don’t by

" . Clegg stressed that it was vital that
< biisiness should start now to make some imminent.” .
nput, to ensure that when it came it |4 Clegg, he stressed thy
Wag. & genuire capital gains tax — with tance of a proper definition of a capital
snces, for capital,, losses which gain It should effectively allow for
ified back.as wgll a3 forwiid inflation“and ‘oncé that is done a lot of
wasting time in a hopeless
fight to prevent it from being imposed, at all




- “further charges

What’s the truth.s.
about ‘tax scam’?

STEFAANS BRUMMER
Weekend Argus Reporter

NEW allegations of multi-
million rand Department of
Inland Revenue corruption
have prompted MP Mr Ro-
byn Carlisle to repeat Dem-
ocratic Party demands for a
“full public inquiry”.

After an article in The Argus
on December 31, several people
— including present and for-
mer tax officials — contacted
Mr Carlisle to lodge new alle-
gations.

The article quoted Mr Car-
lisle charging that Director
General of Finance Mr Ger-
hard Croeser had “reneged” on

,a request made to the Supreme

Court to have the Department
of Inland Revenue probed.

Mr Croeser denied the
charge, saying an independent
official from the Department

. of Justice would investigate.

. 'The controversy was sparked
by -two-successful Supreme
Court applications brought by
Cape tax official Mr. Trevor
Foster against his superiors for

| not promoting him.

In a December settlement

- ordered by the court, Mr

Croeser, sald, Mr Foster was

_promotable, agreed to pay-his
R164.000 legal bill and to’
launch an:independent inguiry’

into Mr Foster's icharges of

- “large-'scdle’ corruption, : gross

negligence and irfegularities”.”
The order imp a gag on

Foster and Mr. Croeser.

But new allegations made to
‘Mr Carlisle by two"tax offi-
-cials, two former tax officials
.and a-tax expert.include:

o In a;typicai example', a

major company had multi-mil-

y both Mr"

lion rand capital expenditure
on a new facility “treated as
maintenance and written off
for tax purposes”.

@ There is a class of corpo-
rate and individual taxpayers
who are “untouchables”. Multi-
national and local companies,
as well as prominent local
businessmen, have been impli-
cated and requests that they be
investigated by Inland Reve-
nue’s investigations section
“are seldom if ever granted”.

® To compensate for not
pursuing cases against the “un-
touchables”, Inland Revenue
has “waged war” on taxpayers
who lack the protection of pow-
erful political lobbies.

Mr Carlisle said: “I am told
that until fairly recently 90
percent of cases investigated
by the inspectorate were col-

oured or Indian taxpayers, who
contribute a tiny proportion of
the (overall) tax.”

® Mr Carlisle was told se-
nior members of the depart-
ment had been personally en-
riched and set up trust funds
for their children’s education.

He said the corruption was
allegedly facilitated by law-
yers who “specialise in bring-
ing about the marriage be-
tween company and taxman”.

Mr Carlisle said: “The Demo-
cratic Party wants to reiterate
its demand for a full public in-
quiry because there is every
possibility that an inter-depart-
mental inquiry (as Mr Croeser
proposed) would be a white-
wash.”

He said the people who had
contacted him feared victimis-
ation if they testified to an in-
ter-departmental inquiry.

Mr Croeser responded by
saying: “If there are people
wanting to make allegations,
they must submit them. The
department is at all times will-
ing to listen to people with pro-
posals and complaints.”

He said the probe by a “very
senior lawyer of the Depart-
ment of Justice” would “pre-
sumably” start soon, although
he had no date yet.

The inquiry itself would not
be public, but the findings
would “certainly” be made pub-
lic, although the decision had
not been finalised, he said.

He advised complaintants to

contact the chief of Inland
Revenue Mr Hannes Hatting,
himself, or Minister of Finance
Mr Barend du Plessis.

“The integrity of the'taxation
system is of prime importance
to us,” he said.

9




A LIMITED form of capi-
tal gains tax is in the off-
ing, possibly in this year’s
Budget.

Well-placed sources in the
income tax world suggest
that the Governmenf is
poised to introduce the tax in
order to increase revenue.

However, the department of In-
land Revenue remains tight-
lipped and has refused any com-
ment on the matter.

In last years' Budget the Minis-
ter of Finance, Barend du Plessis
clearly indicated that the govern-
ment was seriously looking at its
introduction,

According to an article in the
latest issue of the privately circu-
lated newsletter Personal Finance
it is reported that the chairman of
the standing Tax Advisory Com-
mittee, Prof Michael Katz, has in-
dicated that some form of taxa-
tion on capital gains will be re-
commended.

Currently South African tax-
payers are exempt from paying
any tax on capital gains earned on
property, unit trusts, share invest-
ments or life assurance policies,

Informed sources indicate such
a move is being planned with the
full approval of the African Na-
tional Congress which has fre-
quently suggested such a tax in
order to eradicate the wealth dis-
crepancy in the country.

Marius van Blerck, tax consul-
tant to the Anglo American
Group, says he would be “sur-
prised but not astounded” if the
tax was introduced in the coming
Budget, scheduled for March 18
this year.

He adds, however, that the idea
of a capital gains tax should not
be cause for alarm. “Provided
that the overall tax burden is re-
duced — which is already unduly
high in South Africa — I have no
objections.”

“Experience in overseas coun-
tries has been that a capital gains

MAGNUS HEYSTEK

tax tends not to have a major im-
pact and is not a major source of
revenue. Also, it is not cost-effec-
tive as it requires a great deal of
policing and administration,

“In most countries that have a
capital gains tax private homes
are exempt while any capital gain
is also linked to the inflation rate.

What could be affected is the
market for second homes and hol-
iday homes. )

Proponents of a capital gains
tax argue that it will remove the
uncertainty as far as capital prof-
its are concerned. Many large in-
stitutional investors on the Johan-
nesburg Stock Exchange fear sell-
ing large blocks of shares held by
them in case the deals attract
some kind of income tax liability.

Assets frozen

This effectively freezes large
blocks of shares and is a major
contributor to the lack of tradabi-
lity of shares on the JSE. A deci-
sive move by the Revenue auth-

. orities in this regard will clear the

way for the unfreezing of these

assets to be used for other de-

velopment projects.

The Margo Commission on tax
reform, which reported in 1987,
came out against capital gains
tax on the following grounds:
® The yield from this form of

taxation is low compared with
the costs of administering the
tax. The tax is complex and
uses manpower resources that
could be used more productive-
ly elsewhere,

@ It is unlikely to create a mas-
sive new source of revenue as
the rich invariably find new
ways to reduce their income
ta.

X,

® To be fair, if introduced, a capi-

tal gains tax should be indexed

to the infiation rate — which is
also very complex.

Z
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Own Correspondent

JOHANNESBURG. — High level
discussions on VAT between
Finance Minister Mr Barend du
" Plessis and leading tax advisers
will take place this.week against
the backdrop of an emerging
showdown between the govern-
ment and the VAT Co-ordinating
Committee.
The committee’s dissatisfaction
with the government over the issue
. has been aggravated by mounting
- speculation that an increase in the
VAT rate from 10% could be an-
nounced in the coming months.
Latest revenue figures indicate that
VAT has failed to fill the govern-
ment’s coffers sufficiently despite
predictions of a mini-spending boom
after its implementation.
Continued VAT Co-ordinating Com-
mittee requests to the government to
:re-open VAT negotiations had been
“tinsuccessful, Cosatu official Ms Lisa

} Key‘member of:the comimittee. .
None of the benefits expected from
_ VAT had materialised — as predicted

¥
by the committee at the time. of the
tax’s implementation on September
30, she said. Investment had not been
boosted by the input credits, food
prices had soared and a poverty relief
programme was not in place. 1

In addition, the government had re-
fused to involve the committee in the
official investigation into VAT in the
first quarter of the year.

The committee has decided to open
a forum on the matter, allowing the
publie to give its opinion on the tax.

“The government continues to oper-
ate behind closed doors, which is
wrong,” said Ms Seftel.

Exemptions b

The committee will hold a;VAT sum-
mit at the end of the month.1o detail a
programme of action, It willscall for a
freeze to be put on the VAT rate and
for the continuation of exemptions on
certain basic foodstuffs. The exemp-
tions are due to fall away in Mareh.

Talk of an increase in the VAT rate

sftel said at the weelend. Cosatu i a,; .resurfaced on Friday,:and labour and
o dbax specialifts speculated;that it was

likely the rate would rise in the near
future, perhaps to as much as 18%.




and lower pay
1ean that most
s - will be living' on
les ‘oney, “in ‘real
térms; this year than last,
says:Martin McAusland,

: ial plan-

se Meyeinel.

‘He/,suggests that em-
ployers should help max-
imise after-tax salaries
by “appointing - compen-
sation committees to en-
sure that staff are being
‘remunerated as_tax-ef-
tively as possible.”

all

stire ¥

manager at Price

individuals medical aid sche
11:use of: - - on

atear -

“alJowances -are: raised,
$plit income earned out-
side SA and take; full ad-
vantage of reti:ement
annuity and tax-free in-
terest limits.” : : .
MeAusland said salary-
earners and employers
“should carefully consid-
er dropping "traditional
n
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JOHANNESBURG. —
limited form of capital
gains tax is in the offing,
possibly in this year’s
Budget.

Well-placed sources in the
income tax world suggest that
the government is poised to in-
troduce the tax in order to in-

crease revenue,

However, the department of
Inland Revenue remains tight-
lipped and has refused any
comment on the matter,

In last years’ Budget the
Minister of Finance, Barend dy
Plessis, clearly indicated that
the government was seriously
looking at its introduetion.

According to an article in
the latest issue of the privately
circulated newsletter Personal
Finance it is reported that the
chairman of the standing Tax
Advisory Cammittee, Professor
Michael Katz, has indicated
that some form of taxation on
capital gains wil] be
recommended,

Currently South African tax-
payers are exempt from pay-
ing any tax on capital gains
earned on property, unit trusts,
share investments or life assur-
ance policies.

Informed sources indicate
such a move is being planned
with the full approval of the
African National Congress
which has frequently suggested
such a tax in order fo eradicate
the wealth discrepancy in the
country.

Marius van Blerck, tax con-
sultant to the Anglo American

Group, says he would be “sur-

is on thé

Capital %ﬁgn ta

agenda

prised but not astounded” if the
tax was introduced in the com-
ing Budget, scheduled for
Mareh 18 this year.

He adds, however, that the
idea of a capital gains tax
should not be cause for alarm,

“Provided that the overal]
tax burden is reduced — which
is already unduly high in South
Africa — I have no objections
if it introduced.”

“Experience in overseas
countries has been that a capi-
tal gains tax tends not to have
a major impact and is not a
major source of revenue, Also,
it is not cost-effective as it re-
quires a great deal of policing
and administration,

“In most countries that have
a capital gains tax private
homes are exempt while any
capital gain is also’ linked to
the inflation rate, It js unlikely
that the tax will have any ef-
fect on the residential property
market if introduced,” he
added.

What could be affected is the
market for second homes and
holiday homes,

Proponents of a capital gains
tax argue that it will remove
the uncertainty as far ag capi-
tal profits are concerned,

Many large institutional in-
vestors on the Johannesburg
Stock Exchange fear selling
large blocks of shares held by
them in case the deals attract
some kind of income tax liabil-
ity. This effectively freezes
large blocks of shares and is a
major contributor to the lack
gf éradability of shares on the

SE.

PN

A decisive move by the Rev-
enue authorities in this regard
will clear the way for the un-
freezing of these assets to be
used for other development

‘projects.

W If investors keep pouring
money into the JSE industrial
sector as they did in calendar
1991, the average dividend
yield of the sector could drop
to as low as 1,8 percent by the
end of 1992, with the average
earnings yield going as low as
4,8 percent, writes Anne Crotty.

This drop in returns from in-
dustrial equity investments as-
sumes that the industrial index
surges by around 40 percent
again this year, while earnings
and dividends grow by an aver-
age of 10 percent,

These are three considerable
assumptions, but none is unre-
alistic,

Only seven trading days into
1992 and the industrial index
has already advanced six per-
cent, This was achieved despite
a very umcertain performance '
from gold which dipped below
350 at one stage last week.

The nature of investment in
industrials remains unchanged
with dealers stating that about
90 percent of listed equities are
ignored in the rush for blue
chips.

Blue-chip status right now
appears to have little to do
with current earnings (recent
past or near future) and every-
thing to do with size and years
on the JSE.
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shortcomings

HIGH level discussions on VAT be-
tween Finance Minister Barend du
Plessis#4nd leading tax advisers will
take pl4ce-this week against the back-
drop of'dn émerging showdown be-
tween government and the VAT Co-
ordinatifig Committee.

Py

‘The cpmmittee’s dissatisfaction with

government over the issue las been aggra-
vated by tounting speculation that an in-
crease i the VAT rate fromm 10% could be
annoiinced in the coming months,

Latest revente figures indicate that
VAT has failed to fill government coffers
sufficiently despite predictions of a mifii-
spending boom after its implemientation.

Continued VAT Co-ordinating Coimimit-
tee reqiiests to government to reopen VAT
negotiations hiad been unsuccessful, Cosatu
official Lisa Seftel said at the weekend.
Cosatu is a key member organisation of the
committee.,

None of the beriefits expected from VAT
had materialised — as predicted by the
commitée at the time of the tax’s imple-
mentation.on September 30, she said. Iri-»
vestmenthad riot been hoosted by the input
credits, food prices had soared and a pov-

{ programme was not in place.

caerty r%i
Tn‘atidition, goversment had refused to

involveithe co-ordinating cotnmittee in the
official;invesfigation into VAT in the first
quartermlpﬁe,tygax.

The commitfeeiihas decided to open a
public forum. dn the matter, allowing the
public to give its opinion about the tax.

“Government contifities to operate be-

L ()

r
‘Seftel. | ’
The co-ordinating commlttee will iold 2
VAT summit 4t the end of the month to
detdil a programme of action, 1t will-call
for @ freeze to be put oft the VAT rate and
fot the contintiation of exemptions of cer-
tain basic foodstuffs, The exeniptiofis are

due to fall away in March,

Talk of an ificrease in the VAT rate
resiirfaced on Friday, and labout-and {ax
specialists speculated that it was likely the
rate would rise in the near futuré, They
wete responding to former Finarice De-
partment economist Frits Berkhout's as-
settion thiat a rate increase was inévitable,
and that it could conceivably rise to 18%.

Berkhiout called for the resigiation of
Dii ‘Plessis becaiise the introdietion of
VAT had been rismanaged and said few
econtomists still believed VAT wis a good
ta for the country, O

Government would be facéd with either
faising direct taxes of the VAT Fate in the
forthcoming Budget, Berkligut said.
Ecoriomists sdid Du Plessis woilld bave to
fulfil his prorhise to reduce personal and
compaby tax At leastd%yy . o

Lafest §  figites sl
eiiue was still lagging well behind Budget
estimates and a‘monthly inflow of R6,8bn
wias needed in the last four months of the

SHAHON WOOD

fiscal lyean‘ to prevent a yastly higher defi-
a4 e
éfilfinflow:of H4,9br — the first monthly

figute to neludd VAT eollections.

hind closed doors, which is wrong,” said

o i
\iAT 8199 J311q 2
eftel said there was a high possibili
sibill
that the V:}T rate would incgre;se, :,v;u‘g
gould be disastrous for personal incomes,
: otxlllellx.t soux;;es of revenue needed to be
sou g , rather than increasing the VAT
Anglo American tax speciali i
icar ist M.
van Blerck said it was gnlikely gosgxl'lxl:
ment would push the rate up sharply, but
international tax trends did show a ten-
degcy_ fqr Vz}T to move towards 15%.
s inevitable that the VAT rate will
go_towards this level,” he said.
_ But he added it would be a mistake to
Increase the rate and ignore essential

e

) To Page 2 )

.EJFrom Page 1~

goods. Tnstead, government ‘should 1
duce a favoured rate, for instance of 572“0011
a wider range of essential goods. ’

A system of dual rates, with 2 15% stan-

dard rate and 5% on favoured items

ee:;%x:g:;:r:,t v;gz;z:{ing ir{ «?0% more re:;f
i e b oy i £
fause 1t ally deplete the
avalabl 1o Roamment o e Jere




Manufacturers

By Sven rwumnrm@\lﬁ 20

Manufacturers do not expect
savings resulting from VAT to
benefit their cost structures and
thus consumer prices.

This energes from the latest
survey of the manufacturing in-
dustry by the Bureau for Eco-
nomic Research (BER) at Stel-
lenbosch University.

The authorities had hoped
that VAT input credit on capital
and intermediate goods would
help manufacturers in the form
of lower costs for their prod-

wets.  STAR. 14{{|91

This benefit would then have
been passed on in the form of
lower consumer prices.

From the survey, however, it
appears that this is not expect-
ed to happen, the BER says
after analysing the returns of
aver 700 manufacturers repre-
senting 21 subsectors.

“The average purchase price
per unit of raw material is esti-
mated to be higher and this
translates into an expectation

that the average total cost per

“unit will be higher,” the BER

says.

The overall depresssed eco-
nomic mood among manufac-
turers is also reflected amongst

- manufacturers.

Confidence declines

“Business confidence showed
a further decline for the fourth
quarter which is reflected in the
decrease in the volume of pro-
duction as well as sales.

“The volume of orders re-

get no cost-benefit from VAT

ceived during the fourth quarter
also showed a decrease while
the ratio of uncompleted orders
to sales increased,” the BER
comments. .

However, prospects for 1992
as a whole are more optimistic,
which is reflected in the survey
by higher expecied sales and
production volumes in the first
quarter compared with the last
quarter of 1991.

Particularly, mamifacturers

“expect a continued rise in ex-

ports in line with the expected
increase in worldwide demand.
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’THE stated aim of Finance Minister Bar-
tend du Plessis has been to reduce the over-
\taxatlon in SA, but has he succeeded?

\ BDO Spencer Steward tax director Matthew
*Léster says neither companies nor individuals
;have benefited from the fumbling of the fiscus.
Mg impossible to make a categorical state-
ment that all taxpayers have been prejudiced
'by'amendments made to the Income Tax Act
wver “the last two years, but most believe the
‘concessions removed from the Act far exceed

‘the litnited reductions in the tax rate,” he says.

’ Companm were given a reduction in the flat
irate of tax from 50% to 48%, effective from
- April 1 1991. They were also granted VAT input

|cred1ts on capital expenditure and other items
! that were previously subject to GST.

1 The concessions that have been taken away,

¢ nowever, make more meaty reading.

. The LIFO reserve concession — in effeci a

‘tax holiday — granted in 1984 when companies

ishifted from the LIFO to the FIFQ methed of

s accounting, is to be phased out during the next

-10 years.

Lester concedes that alt.hough a cursory
‘glance indicates a BENEIoUs [ ing-in peried,
‘its effect on companies’ tax llablhtles is
substantial.

. Even worse is government’s adopticn of the

. five-year write-off period of {ixed azsais.

“Companies can no longer postpone theur wax
bill through the wear and tear allowance,
which was loaded in the first year to help

:finance expansion. Fiddling with the 50-30-20

: formula has been a major blow,” he says.

Companies’ consumable stores are now open
to taxation; construction work in progress is to

- be included in closing stock (both over a period

" of 10 years); training allowances and the mar-

: keting allowance on exports have been re-

. moved; and a financial services levy has been

- imposed.

Individuals have fared equally badly.

The magimum marginal tax rate for individ-

. uals earning R80 000 or more fell to 44% in 1991
and 43% in the current tax year.

The separate taxation of married women
was finalised (although in many cases, howev-
er, it can be argued that this was not a conces-
sion as married women reach the maximum
tax rate of 38% at R40 000).

- Taxpayers were given the option to elect a

of a respite f

[P 14]1)42

There was a tlme when the
Finance Minister limited his fiscal
adjustments to the Budget
speech and the taxpaying public
could prepare themselves for the
one-off shock. Now it seems
that the Budget is no more than
a brief outiine of the state’s
current financial position, writes
GILLIAN HAYNE. Major changes
and policy repositioning take
place regularly, announced
through media releases. It is
easy, through this piecemeal
approach, to lose sight of the
overall picture.

capital gain in respect of quoted shares held for
more than 10 years, and dividends were exerpt
from tax. In addition, the tax-free portion of in-
terest.income rose from R1 000 to R2 000, and
there was a marginal increase in the travel
allowance deduction tables. o

Much, however, has been taken away:
{J Primary rebates for married and single peo-
ple have decreased by R100 and R175 respec-
tively, although for married women the prima-
ry rebate has increased by R100. Trusts no
longer qualify for any rebate at all;
O Tax-free instruments, such as Post Office

ts, are to fully bl

overa penod of five years;
{1 The residential accommodation perk was re-
oved where an employee had an interest in
the property;
O The tax-free bursary scheme is to be re-
moved on March 1;
OThe taz-free exam bonus will also be re-
moved on March 1;
OThe deemed value of company cars was in-
creased twice;
U PAYE was imposed on directors’
emoluments;
O The official interest rate was increased;
3 Travel allowances were partially subjected
to PAYE from August 11991,
O The deemed private mileage used in the

éBudget unlikely to hold hope
for the overt

ed

travel allowance deductfort formula increased
from 10 000km to 12 OOOkm a year, anda ceﬂmg
of 20 000 b
less detailed records were kept;
O VAT was imposed on many goods and ser-
vices previously exempt from GST;

[J The three-year spread allowed on lump sums
received on retirement or retrenchment was

P

* removed; and

O Seventh-schedule fringe benefits enjoyed by
retired employees will, with effect from March
1, attract tax in the same manner as those of or-
dmary employees.

Tax experts agree Du Plessis is in a tight
spot for his next Budget. VAT collections are
purportedly far behind Revenue’s liability for
VAT input credits, adding to its already
strained budgets.

Lester believes the VAT rate may rise to
12% early in 1992, and could even go as high as
14% by the end of the year.

Price Waterhouse Meyernel national tax di-
rector Chris Frame says, however, that it will
be politically impossible to raise the rate.
“VAT was lowered from 12% to 10% as a result
of political pressure. It would be too difficult to
raise it again so soon.”

Other options to cover the shortfall are limi-
ted. Du Plessis bas given his assurance that nei-
ther company nor personal tax rates will rise,
He has also committed himself to continued
dividend exemptions.

The odds are shortening on the possibility of
a capital gains tax being introduced. This
would tap a new source of revenue for the fis-
cus and act as a sop for those calling for redis-
tribution of wealth.

Other experts believe a withholding tax on
interest will also be on the agenda.

However, Frame says it is more likely that
the Finance Minister will withdraw the R2 000
exemption on interest rather than introduce a
whole new form of tax. :

“Du Plessis’ hands are tied at virtually every
turn. His hope for the coming year lies in a
surge in the economy rather than a change in
the tax regime.

“If gold stays firm and the economy does im- .
prove it will solve his problems temporarily,
which is all he can hope for,” Frame says.

One thing the experts agree on is that there is
little hope of a respite for the overtaxed people
of SA.




“Cosatu seeks clarity

COSA U called on }‘ xance Minister Ba-
rend du Plessis yesterday to assure the
public that VAT would not be increased
this year.

The trade union body was responding to
Du Plessis’ refusal yesterday to comment
on speculation about a VAT rate increase
in the coming months.

“Du Plessis has not denied it and we
want to hear his response,” Cosatu spokes-
man Neil Coleman said.

The VAT Co-ordinating Committee
would meet today and

SR TR e T
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“November retums showed that Tev-
enues from VAT were short of what is
needed and it is clear that government did
not do its sums properly when it 1mple—
mented VAT,” Coleman added. :

- The ev1dence of the past two months had
placed a question mark over whether VAT
was a more efficient tax, he added. VAT's
1mp1ementat10n had heen a good example
of crisis management and ad hoe response.

lation that Du Plessi

Thtensi
“Govémm f;:promised the 'co-ordina: ™
ting committes that VAT would be lower .

tl;an GST and it seeniis it will be'tar higher.

plans to at
AOEVATR Cdmpaigh. ’~"*‘“tai"adv1sé’fs“earlyWester

could no‘f’be t:onfu'med'
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Talks continue as
mine strike en

DIRK HARTFOR
T strike by 11000 workers at
Impala Platinum’s Bafokeng North
mine and mineral precesses plant
ended at the Smmwonn.@
Management and - wor repr
sentatives agreed to call on strikers
to return to work while appeal proce-

dures against the dismissal of 1800
employees continued.

Taiwan @w@@mmw%o end

curbs on gol

B0y I141]92

TAIWAN is. to lift its 43-year ban on
gold exports, a move which could
turn the island into one of Asia's
major gold trading centres and boost
gold demand and prices.

Reuter reports that the Taiwan
Monetary Affairs Bureau said at the

The workers were d after
an overnight sit-in a week ago.

Although the NUM was not in-
volved in negotiations because it is
not recognised in Bophuthatswana,
the majority of workers and their
representatives are NUM members,
the union said. g /P 2v) ?ﬂl& 2

Meanwhile, the National Union of
Metalworkers (Numsa) said yester-
day 250 workers from Lascon Light-
ing Industries in Johannesburg had
returned to work after striking last
Friday against short-time measures.

Another 350 workers at Girlock SA”
went on strike — also in Johannes-
burg — yesterday in an attempt to
stop retrenchments, Numsa said. The
company and union will meet today.

In the catering industry, the strike
at Kentucky Fried Chicken branches
is nearly a month old.

kend the cabinet had in principle
agreed to remove the ban, paving the
way for free trading in gold for the
first since the nationalist government
moved to Taiwan in 1949.

“The move is a first step towards a
free gold market,” said Leon Shen,
director of the bureau’s international
banking division.

An SA Chamber of Mines spokes-
man said yesterday the gold mining
industry wel d any develop t
providing stimulus to the gold trade.

He sald gola had retained its at-
traction as a store of value far better
in the Far East than in the West.

. Jewellery demand was also strong in

the region. However, it was difficult
to predict what impact Taiwan’s
move would have on the gold market.

An analyst said any new market
for gold was good news, and if there
was an increased Taiwanese offtake

Xports

I 7 mhrmew curmin 1|

of gold it could improve the metal’s
fundamental market conditions.

Reuter reported that bullion deal-
ers said Taiwan’s gold market would
be more active after the export liber-
alisation. Taiwan permits jewellery
shops, precious metal firms and some
government agencies to import gold.
Individuals are only allowed to bring
in a limited amount of gold. -

The island was the world’s largest
gold importer in 1988, buying 354,7
tons of gold bars and coins. Imports
fell to 160,22 tons-in 1989 and to 103,7
tons in 1990 before rising to 111 tons
in 1991,

Bullion dealers said the export li-
beralisation could boost Taiwan’s
gold imports this year by between 160
and 200 tons.

“Qur gold market is a lame duck
market because of the export ban,”
said China Trust Precious Metals
Corp analyst Jack Wu.

“The liberalisation will help
Taiwan move one step further to-
wards becoming a regional financial
centre,” said another analyst.

Sacob warns govt not to .
tamper with VAT rate

ANDREW GILL 320

SACOB has warned government that it should
“strongly resist” any tampering with the present VAT
system, including the current VAT rate of 10%.

In its recommendations, sent to Finance Minister
Barend du Plessis for the 1991/92 Budget and pub-
lished in the Joh burg Chamber of Ci ce
and Industry newsletter, it made recommendations
on tax issues including personal and company tax.

Those rates needed to be adjusted downwards in
line with the five-year plan spelled out in the 1989/90
Budget. Also, individual tax rate structures needed to

) be adjusted for bracket creep, it said.

1t also called for the fight against inflation to be
reinforced by a more effective competition policy.
supported by a strengthened, ﬂ_e—.o independent Com-
petition Board. &/0“*1 || _M,a I

It registered its strong opposition to a capital gains
tax and a wealth tax and said the process of removing
the import surcharge should be continued.

The report warned that there seemed to be a “sting
in the tail” in the r ion, and a ber of i
factors could still slow down the upturn.

“Uncertainty in the business community is exacer-
bated by the inconsistency, perceived or real, often to
be found in government policy application as well as
the policy pronouncements of important extra-parlia-
mentary leaders.” .

The report said a high priority should be awarded
to law and order, education and training and job
creation.

.
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A SHOWDOWN is looming be- P—
tween the government and the
Co-ordinating Committee on VAT
amid mounting speculation that a
sharp increase will be announced
in the next Budget.

The co-ordinating committee meets
| today to plan action and intensify its
campaign against the three-month-old
tax system. '

Cosatu has called on Finance Minister Mr
Barend du Plessis to assure the public that
VAT will not be increased this year.

The trade union federation was reacting to
Mr Du Plessis's “no comment” response to
speculation yesterday about a VAT increase.

Government sources say Mr Du Plessis
will avoid a public debate on the likelihood
of a VAT rise hecause it will pre-empt the
Budget, preparations for which are still in a
preliminary phase.

There was no clarity today on whether the
government was willing to re-open discus-
sions with the VAT co-ordinating committee.

‘WWe want response’

Cosatu spokesman Mr Neil Coleman said
today that Mr Du Plessis “has not denied an
imminent rise in VAT and we want to hear
his response”.

Economists predict the government yill
have to increase taxes in the next Budget,
but warn that any increase would be unwise
with the economy in a parlous state. They
fear that raising more taxes from an already
weak private sector could be courting disas-
ter. .
Marlket sources expect the Department of

Finance to increase its issue of Treasury
" bills to raise funds 0 offset revenue lost

sreceipts, o uid
iry- Sigd ;
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from sagging ta¥
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“Detailed figures for November's tax col-
1éctions will only be available at the week- --
end. But if the October figures
are anything to go bythey will
‘not be happy reading.

" Income tax collections at
- R3,5 billion were only R105
million more than October
1991, while sales tax collections
were down R30 million.
Rumours of a possible rise in
the rate resurfaced at the
weekend after former Depart-
ment of Finance economist Mr

Frits Berkhout -asserted that a
rate increase was inevitable
and that it could conceivably
rise to 18 percent.

" Mr Berkhout said the intro-
duction of VAT had been mis-
managed and called for the
resignation of Mr Du Plessis.

Cosatu official Ms Lisa Sef-
tel said today: “Everything we
said about the problems of
VAT has materialised”

Cosatu had madé numerous .
. attempts’to.reopen negotia-
tions” with, the Department of
Finance and there had been-

“endless communications” be- ;
- tween the two parties, she said. . ¥ .
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PRETORIA - — Combined
revente from GST and:VAT.
in the .current financial

1year will"be significantly
| less than .the budgeted

figure for GST.
An Inland Revernue
spokesman says GST col-
lectionsiin the eight moniths
Véinber amgiint-

ed to R1;22] efore Par- |

liamenit passed VAT legis-

lation, ‘budgeted income

from GST was R19,44bn.
Sources'said December’s

VAT revenye could be

muchbhigl;er than Noyem-
s because o d

n Inland Revenue
spokesmai said GST inyes-

tigations:still in ‘progress




STAn. | s71/52
By Peter Fabricius
Polmcal Correspondent

! 0ff1c1als and private sec-
tor»experts have warned
against premature spec-
ulation about an increase
in the VAT rate in the
1992 Budget.

1" They were responding
to speculation about in-
creases of up fo 8 per-
cent in the tax which has
provoked threats of a
showdown between the
Government and Cosatu.
Cosatu is a leading
member of the co-ordin-,
ating committee on VAT
which has led the cam-
paign against the tax.
P Minister

on the speculatmn

Finance dep: 2
officials- have explained .
that the reason for,Mr
du Plessis’s silence is
that he is obliged not fo
comment on 1mportant
revenue matters before
final decisions have been
made, as this could fa-
vour certain parties. |
However, a leading
tax -expert who did not
wish to be named, said
this week that an in-
crease in the VAT rate in
the Budget was unlikely.
Top finance officials
did not rule out -an in-
crease but poured scorn
on some predictions that

10 percent to as\h h. as
18 percen ’ :
They said this would

be political suicide.
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Palitical
Correspondent
VAT could be increased dramati-
cally when Finance Minister Mr
Barend du Plessis annonnces his
Budget for 1992/93 in March,

This is the indication from econo-
mists who say an increase is incvitable,
following disappointing revenues ac-
crued since the implementation of VAT
at the end of September last year.

This week, an Inland Revenue spokes-
man said combined revenue from last
year’s GST - before VAT was imple-
mented - and VAT in the current finan-
cial year would be significantly less than
the expected figure.

The Government’s recorded income
from GST for the first eight months of
the current financial year (until Novem-
ber) amounted to R10,52 billion against
R11,9 billion for the same period the
year before,

While the envisaged income from
GST (if it were not replaced by VAT)
was around R19,44 billion, VAT itself
contributed only R1,2 billion to Govern-
ment coffers.

BAREND DU PLESSIS

be as ach as 18 percent.

Berkhout reportedly called for the
resignation of Du Plessis because the
“introduction of VAT had been mis-
managed”” according to reports earlier
this week.

Nevertheless, Berkhout said the Gov-
ernment could be faced with either rais-
ing direct taxes or VAT during the next
Budget.

The speculation of an increase in
VAT was further compounded by a

The rising speculation of an i
in VAT was - based on the above statis-
tics - compounded by the assertion by
former Department of Finance econo-
mist Mr Fritz Berkhout that an increase
in VAT was inevitable and that it could

high-level ing between Du Plessis
and leading tax advisers this week.

The Ministry of Finance yesterday
refused 1o comment on this week’s
meeting or the possibilily of a price
increase.
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‘Government told to

reopen negotiations

The Argus Correspondent (1 ";’lh?.

JOHANNESBURG. — The Co-ordinating
Committee on VAT last night issued an ultj-
matum to the government to reopen negotia-
tions on the new tax system before the next
VAT summit on January 23.

The committee said the government was “play-
ing with fire” if it thought unilateral increases in
the rate of changes to VAT could be made.

The committee, which said it wished to be
known as the VCC said it was “committed to fight-
ing all steps which will lead to greater poverty
and hardship for the majority of South Africans”.

Negotations on VAT would include discussions
on the rate, VAT on basic foods, particularly the
eight zero-rated foodstuifs, VAT on medicines,
medical services, water and electricity, special
provisions for small businesses, properly negotiat-
ed poverty relief programmes and other sources of
revenue.

Constituent organisations of the VCC were al-
ready considering possible forms of action if the
ultimatum was not met, the committee said.

The committee gave Finance Minister Mr Bar-
end du Plessis until January 29 — when the 104
VCC members meet at a VAT summit to decide on
a plan of action — to respond to their call for ne-
gotiations to be reopened.

“Barend du Plessis's VAT system has failed,”
said the committee.

ding to the this was

by:

® Recently released treasury figures showed
VAT had not brought the required revenue into
government coffers, This fuelled speculation that
the VAT rate would have to be increased.

@ Despite initial government assurances that
VAT could not be delayed because of imminent in-
vestments and capital goods orders, a survey of
700 y the Stell University
Bureau for Economic Research revealed this had
not, and was not expected to, happen.

® Prices, especially food prices, had rocketed
and consumers had not yet felt the impact of the
petrol price increase. »

@ The poverty relief programmes, aimed at off-
setting the impact of VAT on the poor, had not
been set up. The full R220 million had not been dis-
tributed.

® Small business were struggling to handle the
added administrative costs associated with VAT.
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The Co-ordinating Com-
mittee on VAT last night
issued an ultimatum to
Government to reopen
negotiations on the new
‘tax system before the
next VAT summit on
January 23.

The committee said
the Government was
“playing -with fire” if it
thought unilateral in-
creases in the VAT rate
could be made.

The committee, which
said it wished to be
| known as the VCC, said it
was “committed to fight-
ing all steps which would
lead to'greater poverty
and hardship for the ma-
jority of South Africans”.

Negotiations on VAT
would include discus-
sions on therate; VAT on
basic foods; particularly
the eight zero-rated food-
stuffs; VAT -on medi-
cines, medical services,

water and electricity;
special provisions for
small businesses; proper-
ly negotiated poverty re-
lief programes; and
other sources of revenue.
The VCC gave Finance
Minister Barend du Ples-
sis until January 29 —
when the 104 members
meet at a VAT summit
to decide on a plan of ac-
tion — to respond to
their call for negotia-
tions to be reopened,
“Barend du Plessis’s
VAT system has failed,”
said the committee,
According to the com-
mittee, this was high-
lighted by:
@ Recent Treasury fig-

ures which showed VAT

had not brought the re-

quired revenue into Gov .

ernment coffers.

@ Despite initial Govern-
ment assurances that
VAT could not be de-
layed because of immi-
nent investments and

capital goods orders, a
survey of 700 rnanufac-
turers by the Stellen-
boseh University Bureau
for Economic Research
revealed this had not
happened; and wa$ not
expected to happen,

@ Prices, especially; food
prices, had rocketed and
consumers had no} yet

" felt the impact of the

petrol price increase.
@ The poverty-relief pro-
grammes, aimed at off-
setting the impact of
VAT on the poor, had not
been set up. The: full
R220 million had not
been distributed. |
@ Small business were
struggling to handle the
added administrative
“costs associated :with
VAT. I
The VCC has begun ar-
ranging public forufns in
eight major .centres
where the public will be
given an opportunity to
“vote on VAT”. :
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Begroting Maand November Totaal 1 Aprit 1ot 30 November
inkomstehoot Head of Revenue Estimate Month of November Total 1 Aprilto 30 Navember
1991/92 1991 1890 1991 1990
R R R R R
Doeane- en aksynsregte: Customs and exclse duties:
Doeanereg Cust 2635 000 000 232520 241 282649135 | 1880956333 | 1727 237546
Y. o] Excise di 3555 000 000 169 558 216 238169363 | 2107064 179 1879351 990
i Surcharge 1 409 000 000 121625743 213247747 9825579311 1434985722
Diverse. i 233 000 000 91719777 8 856 260 179 650 347 125 567 588
Fuellevy 4520 000 000 494 997 397 371645861 | 3235107451 | 2715650 460
Gewone Heffing Ordinary 111 000 000 2221617 6086 296 40 607 023 70 449720
R 12463000000 (1112642991 |1118656662 | 8425943264 | 7953243026
Min: Bedrag tot krediet van Sentrale Less: Amount to the credit of Central
Inkomstefonds. Revenue Fund.... - - - 223 500 000
Betalings. Payments in terms o
ooreenkomst Inion 172797 000 — 3464 269000 | 2130526 750
Totaal: Doe Totat: C 939845992 | 1118656662 | 4961674264 | 5599216276
4448328985 |4702271097 |44 742912891 | 43240 718374
Suid- South African D Trust Fund....... 50000 000 57300 436872 42222 854 56968 146
Fonds vir Sorghy esearch Fund. 1200 000 - - - -
Toewysmgs uit brands(olhemng Allocations from fuel levy:
Qit Pollution Fund. 6000 000 - - - -
Suldwas -Afrika South West Africa 10000 000 - - - -
TBVC-ande. TBVC Countrie: 140 000 000 - -
R 207 200 000 57 300 436872 42 222 855 56 968 146
R [75073200000 |4448386295 14702707963 |44 785 135 745 | 43 207 686 520
Inkomsterekening: Volksraad Revenue Account: House of Assembly
i ink Inland revenue. - 38498334 9134043 148 881 392 99211478
inkomsterekening: Raad van Verteen- | Ravenue Account: House of Represen-
woordigers tatives
- 1707 600 3029820 23770527 24357 471
Inkomsterekenlng&' " I‘?’aad van Afgevaar- Revenug Account: House of delegates
igdes
inkomste. inland — 769368 437 506 5650 224 4838407
R - 40975 302 12601778 178 302 143 128 407 356
R - 4489361597 4715309747 {44963 437 888 | 43 426 093 B76
Rekonslllasle met opgaaf gepubliseer by | Reconciliation with statement published by
Goewermentskennisgewing 3088  in Govemment Notico 3088 in Govemn-
Staatskoerantvan 20 Desember 1991: ment Gazefte of 20 December 1991;
InTransito, 31 Maart 1591 in Transit, 31 March 1991 .... - ot - 198 934 099 -
In {rég{nslto/ﬁ ‘@ veel oorgedra, 31 Okiober In Transit/‘Overremitted, 31 - (91338777} - - -
hietbo Collections as above. - 4489 361 587 — 44 963 437 888 -
R - 4398 022820 - 45 162371 987 -
In Traqsilo/re veel oorgedra, 30 November In Transit/Overremitted, 30 November - 556 163813 - 556 163813 -
199 1
In_Transito Inkomsterekening: Admini- In Transit Revenue Account: Administra- - (7700632) - (137 326 841) -
tions
In i tv Receivedi Account......... R - 4946 486 001 - 45581 208 959 —
No. 263 17 Januarie 1992 |No.263 (220 3@ 17 January 1992

Staat van Ontvangste in en Oordragte uit die

Skatkisrekening vir die tydperk 1 April 1991 tot 31

Desember 1991.
Tesourie, Pretoria.

Statement 0

December 1991.
Treasury, Pretoria
RECEIPTS -~ ONTVANGSTE

eceipts into and Transfers from the
Exchequer Account for the period 1 April 1991 to 31

Maand Desember Totaal 1 April tot 31 Desember
Inkomstehaof Head of Revenus Month of December Total 1 April to 31 December
1991 1990 1991 1990
R R R R
Ska(knssaldo 31 Maart 1991, Exchequer Balance, 31 March 1991 - - 2707707 237 -
30 November 1991 Balance, 30 November 195 5157533311 - - -
Staatsinkomsterekening State Revenue Account
i Inkomste. . 6166 004 758 4 566 521 725 46337294 718 42414313864
Doeane en Aksyns Customs and Excise. 1068 522 486 938 508 997 6429 515 666 6603 894 923
R 7234 527 244 5505030 722 52766 810 384 48018 208 787
Suid South African D Trust Fund....... 57300 436 871 47 228 456 72222662
R 57300 436871 47 228 456 72222662
R 7234584 544 5505 467 533 52 814 038 840 49090431449




36 No.13728

STAATSKOERANT, 17 JANUARIE 1992 (3@ (@
S

Maand Desember Totaal 1 April tot 31 December
Inkomstehoof Head of Revenue Monith of December Total 1 Aprilto 31 December
1991 1990 1991 1990
R R R R
Ander Ontvangste Other Receipts
Treasury Bills.... 6 528 230 000 - 51765081 150 -
Leni ing 1989-94, Loan Levy 1989-94.. 277695 - 2032358 -
Obligasies: . Bonds:
Onbepaalde Termyn Skatkis-obfigasies...... Indefinite Period Exchequer Bonds. 26 000 - 921 100 -
Onbepaalde Termyn Nasionale Verdedi- Indefinite Period National Defence
gingabligasies Bonds. 240 400 - 3010650 -
Binnetandse Gerggistreerde Effekte: Internal Registered Stock:
12%. 2004/5/6 ... 12%, 2004/5/6.. 55 000 000 - 5812755000 -
(13 780 000) - (1337 690 000) -
12,5%, 1995/96 .. 12,5% 1995/96. {313 746) - 3733 506 146 -
- - (483 305 000) -
13%, 2008/10/11 ..., 13%. 2009/10/1 76 000 00D - 5469 500 000 -
(16277 000) - (1094 289 000) -
6,5%,1992.... 6,5%, 1892..... - - 380 000 000 -
- - {39 872 000) -
10%, 1991 ... 10%, 1991.. - 66 200 000 -
. - - (2226 000) -
11,5%, 1999/2000.............. 11,6%, 1999/2000.... 132 000 000 - 1018 000 000 -
(31 150 000) - (241 154 000) -
14,5%, 1993 14,5%, 1993.. - - 75802942 -
12%, 1994, 12%, 1994, - - 2368 000 000 -
_ - (218917 000) -
13,5%, 2015..... 13,5%, 2015... 42 000 000 - 1846 570 000 -
(8 197 000} - (395 693 000} -
10.5%, 1992... 10,5%, 1992... 473 488 000 - 500 000 000 -
{19 860 000) - (21 104 000) -
14%, 1994... 14%, 1994.. 500 000 000 - 500 000 000 -
(21 104 000} - {21 104 000} -
Buitelandse Lenings en kreditte: Foreign Loans and Credits:
1991-1994... 1991-1994., - - 139 250 000 -
1991~1996 1991-1996. 378642471 - 682 528 223 -
Vasgestelde Statutére Toawysings, 1990-91. | Fixed Statutory Allocations, 1990-91 ...... - - 19373779 -
i 19 1985-86. - - 28049 -
1983-1990 1989-1950 - - 155 527 -
1990-1991 1990-1991 7943 000 - 785059 627 -
R 8193 533 820 ol 74 847 774 551 -
*Min Diskonto A.S.A. Efiekte.. *Less Discount R.S.A. Stocks.. 110 368 000 - 3855354 000 -
R 8083 165 820 - 70 792 420 551 -
R 16317 750 364 - 123 606 459 3%1 -
Inkomsterekening: Volksraad Revenus Account: House of Assembly
i Inkomste. Inland Revenue..... 38498334 9134043 148 881 392 99211478
Qorplasing vanaf Staatsinkomsterekening...... | Transfer from State Revenue Account. 665 275 826 603 483 000 7244764 551 6180 371 000
i )89-80. 1989-90. - - 209 528 809 -
R 703 774160 612617043 7603 174 752 6279 582478
Inkomsterekening: Raad van Revanue Account: House of
Verteenwoordigers Representatives
inkomste, inland Revenue.. 1707 600 3029829 23770527 24357 471
O ing vanaf Transfer from State Revenue Account. 298 000 000 231 000 000 2904 000 000 2550 694 000
Te 1986-87 1986-87. - - 9132250 -
1989/90. 1989/90. - - 24013 -
R 209 707 600 234020829 2 936 926 790 2575051471
Inkomsterekening: Raad van Revenue Account: House of
Afgevaardigdes Delegates
Inkomste. Inland Revenue... 769368 437 907 5650 225 4838 407
Oorplasing vanat Staatsinkomstesekening...... Transter from State fevenue Account 130 000 000 120 000 000 1220 000 000 1021 000 000
ings, 1989-40 198990, - - 8474981 -
Te i 1988-89. 1988-89. - - - 7738386
R 130 769 368 120437 907 1234125 206 1033576793
Rekening vir Provinsiale Dienste: Kaap Account for Provincial Services: Cape .
Provinsiale ink Provingial revenue. - 146 889 197 85539 881 146 889 197
Oomplasing vanaf Staatsinkomsterekening...... Transfer from State Revenue Account......... 273 750 000 269 750 000 2634 000 000 2387710714
1989-90. 198990, - - 36062 5%0 -
R 273 750 000 416638197 2755602471 2534599 911
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Maand Desember Totaal 1 Apnltot 31 December
Inkomstehoof Head of Revenue Month of December Total 1 Aprilto 31 December
1991 1990 1991 1990
R R R R
Rekening vir Provinsiaie Dienste: Natal Account for Provincial Services: Natal
Provinsiale nkomste.... Provincial revenue. - 119257 462 75879284 160 637 748
Qorplasing vanat Staatsinkamsterekening, Transfer from State Revenue Account. 124 000 000 89000 000 1220 388 000 1171000 000
T - - - -
R 124 000 000 208 257 462 1296 267 294 1331637 748
Rekening vir Provinsiale Dienste: Account for Provincisi Services:
Oranfe-Vrystaat Orange Freo State
Provinsiate inkomste Provincial revenue. — 2B 847 082 26321810 38038 415
Qorplasing vanaf Staatsinkomsterekening. Transfer from State Revenue Account.. 148 000 000 155 000 000 898 000 000 765 000 000
Te 1990-91 1990-91 - - 39925 270 -
R 148 000 000 181847 082 984 247 080 803038 415
Rekening vir Provinsiale Dienste: Account for Provincial Services:
Transvaal ransvaal
inkamste. Provincial revenue.. - 276888 275 136231 788 353 957 702
Qorplasing vanaf Staatsinkomsterekening...... Transter from State Revenue Account.. 250 000 000 280 000 000 3212673000 2767 808 000
T 088-89. - 8071411 - 8071410
Te 1989-90 1989-90. - - 188 002 -
Te 1990-91 1990-91 1765538 - 1948725 -
R 251785538 564 959 686 3351041515 3129837112
R 17 249 517 030 - 143 747 844 499 -
Totaal Total (i ling Opening Balanca) R 22407 050 341 - 146 455 551 736 -
UITBETALINGS —ISSUES
Begroting Maand Desember Totaal 1 Aprittot 31 Desember
Dienste Sarvices Estmates Month of December Total 1 April to 31 December
1991-92 1991 1990 1991 1890
R R R R R
Staatsinkomsterekening State Revenue Account
Begrotingsposte Votes
1 State President. 17 419 000 1600000 1400 000 13 830 000 11 900 000
Statutére Bedrag...... Statutory Amount.... 205 000 18 000 17 000 161000 153 000
2. Parlement P: 45046 000 3138000 3150000 41157 000 32188000
Statutére Bedrag.. Statutory Amount.... 26 200 000 2 440 000 2194000 20932 000 19718 000
3. Burovir Inligting Bureau for Informatio 41 535 000 3 466 000 3 500000 31 194000 28 000 000
4, ake. Foreign Affair 374 000 000 409674800 | 4148000000 | 2979674 800
Statutére Bedrag.. Statutory Amount 215000 166 000 1935 000 1494 000
5. Consti Dy - 1121667 17151 428 10 095 000
6. Weermag. Defence. 495 000 000 700000000 | 6338000000 | 5863000000
7. Mineraal- en Energiesake ... Mineral and Energy Affairs ... 896 092 000 25 400 000 71547000 840 696 000 910201 360
8. Kantoor vir F Office for Pri 4084000 600 000 1 000 000 3 468 000 2905 000
9. Justsie. Justice. 527 108 000 36 000 000 40 000 000 427 000 000 376 500 000
Statutére Bedrag..... Statutory Amount... 37 500 000 3500 000 4 000 000 30 900 000 33100000
10. ienste. Ci 1275032 000 109 000 000 100 200 000 987 500 000 818 300 000
1. Volksraad House af Assembly. 8430 906 000 665 275 826 603483000 | 7244 764551 | 6180371000
12. Finansies Finance 1537 164 000 95 659 000 110307000 | 1103970000 961593 998
Statutére Bedrag.. Statutory Amaount. 5 846 538 000 673 600 000 603 736652 |13 113 583 902 |10 582 993 652
(2741000000) | (110368000) | (143 201 000)| (3 855 354 000)| (2 608 864 000)
13. Oudit Audit 500 000 - - 425000 -
REN Regionai D 9686 055 000 54 000 000 - 452 532 000 -
15. Mannekrag. Manpower ... 300 543 000 38 000 000 - 280 998 000 232 000 000
16. Administrasie: Raad van Verteenwoor- .
diger: House of 3750 788 000 298 000 000 231000000 | 2904 000000 | 2550694 000
17 Raad van House of Delegates ............ 1378 957 000 130 000 000 120000000 | 1220000000 | 1021 000 000
18. Polisie Palice 4631833000 360 000 000 310000000 | 3924 000000 | 2829 200 €00
19. Waterwese en Bosbou. Water Affairs and Forestry.... 374 874 000 30 000 000 22000 000 282 000 000 254 000 000
20. Handel en Nywerhei Trade and Industry ..... 1914 883 000 69 500 000 138000000 | 1493000000 | 1408 000 000
21. Onderwys en Opleiding Education and Training. 3295 681 000 270 000 000 229000000 | 2434000000 | 2270 000 000
22 ake. Home Affairs. 281435 000 23 000 000 20 000 000 212000 000 136 000 000
23. Vervoer Transpart 1496 275 000 110 000 000 140000000 | 1232000000 | 1148000000
24. Openbare Werke en Grondsake ... Public Works and Land Aftairs.... .| 1842061 000 195 000 000 365000000 | 1470000000 | 1518000000
25. Nasionale Gesondheid en Bevolkings- | National Health and Population Devel-
i opment. 632713000 74 000 000 34 000 000 478 057 000 465 000 000
Statutére Bedrag.. Statutory Amoun - - - - 225000
26. Beplanning, Prov. Sake en Nas. Behui- | Planning, Prov. Affairs and Nat. Housing. 746 205 000 51000 000 34 000 000 437 000 000 304 000 000
$ing ..
S(alu?ére Bedrag. Statutory Amount.... 9612 161 000 795 750 000 793750000 | 7945673000 | 7033808000
27. Landbou. 253 770 000 8000000 18 000 000 246 000 000
28. O D Aid 6335 366 000 659 605 000 443864000 | 5555727000 | 3904264000
Staturére Bedrag. Statutory Amount.... 655 534 000 628 000 50 152 000 491 652 000 451 368 000
29. vir C for 578 000 000 45 000 000 120 854 000 285 196 000
30. an D of Canditions of Sexvice.. 2875 134 000 356 175000 1477921 356 175 000 133013439
Statuére Bedrag..... Sla\ulorg Amount... 898 - - — -
31. Sentrale Ekonomiese Adviesdiens Central Economic Advisory Coun 4640 000 300 000 - 2645 000 -
32. Nasionale Opvoeding National Education 299 601 000 17 000 000 12000 000 214 872 000 171 000 000
33. O Aftairs. 168 505 000 9000 000 17 304 000 123 743 500 126 028 000
R P5354915000 | 6103869826 |5 693386300 | 66 288 396 381 | 55298 084 249
“Min Diskonto RSA Effekte.... “Less Discount RSA Stacks.. .| 2741 000 000 110 368 000 143201000 | 3855354000 | 2608 864 000
R B2613915000 | 5993501826 | 5550 185390 | 62 433 042 381 l52690 120 249
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Begroting Maand Desember Totaal 1 Apriltot 31 Desember
Dienste Services Estimates Month of December Total 1 April to 31 December
1991-92 1891 1980 |9914L 1890
—_—mm
R R R R R
Staande Toewysings Standing Appropriations
Suid-Afrikaanse Ontwikkefingstrustfonds. South African Development Trust Fund 50000 000 57 300 438871 42222854 72222 662
Uitbetalings, SA Ontw. Trust 1990-9: Issues, SA Developm. Trust 1990-91. - - - 5005 602 -
Fonds vir Sorghumbiernavorsing ... Sorghum Beer Research Fund. 1200 000 - - - -
R 51200 000 57300 436 871 47 228 456 72222662
R 182665115000) 5993559 128 § 550 622 261 | 62 480 270 837 52762342911
Ander Uitbetalings Other Issues
Skatkisbiljstte Treasury Bills. - 5 849 543 000 - 50046 311 150 -
Skatkisbiljette —Laat Aanvraag Treasury Bills—Late issu - - - 578 250 000 -
Leningsheffing... Loan Levy - 6780 - 245113 -
Betaling Ingevolge Art. 10 (M (e)vanSkat- | Payments in ferms of section 10 (1) (e) of - - - 263488 -
kis Wet Exchequer Act
Betaalmiddele Bydrae. 1. Currency ion, 1.D.A. - - - 3554419 -
Betaalmiddete Bydrae, .8.R.0. . | Currency Subseription, LB.R.D. " - - - 10137 532 -
Betaling tngevolge Art. 10 (1) D Wet 66van | Payments in terms of section 10 (1) D of - 9890311 - 48490 177 -
1975 Actesof 1975
LM.F.: Valuta Aanpassing IMF.; vatuation Adjustment - - - :10] -
Finansiewet 120 van 199 Finance Act, 120 of 1891.. - 12350 000 000 - 1800 000 000 -
Obligasies: Bonds:
Onbepaalds Termyn Skatkis-obligasies .. Indefinite Period Exchequer Bong: - 2322800 - 32033 100 -
Onbepaalde Termyn Nasionala Verdedi. Indefinite  Periog  Nationat Defence - 870800 - 9874 100 -
gingsobligasies Bonds
Onbepaalde Termyn Senior Burger Indefinite Period Senior Citizens Savings - 2094200 - 28448 900 -
Spaarobligasies Bonds
i Intemat Regi Stock:
Aflossing, Mei 1831 HRedemption, May 1991 - - - 66 442 632 -
R 1040, A043, 38, RO40, RO43, RO44, - - - - -
R047, ROS5, K059, Ro64. R066, R047, ROS5, ROS, RO64,
RO70, RO83, RO8S, RS9, ROS3, RO70, R083, Ross, R08Y,
R097, R100, R101, R103, R104, R097, R100, R101, R103,
R108, Ri11, R113, R118, R124, R106, R111, R113, Ri11g,
R126, A133, R141
- - - 75 682 600 b
z - - 113020 -
R100.A135 . - - - - 2000028 500 -
Afiossing, Oktober 199 - - - 830881 -
R101, R028, RS54,
Affossing, Novem - - - 1817284 648 -
RO61,” RO41,
RO45, R044,
R101. R103,
R108, R093, R097, 3
R141, R038, R126, R133, R142, R038, R126,
R147, R138, R028, RO59 R147, R138, R028, Ro5: - - - - -
Burtelandse Lenings en Kreditt Foreign Loans and Credit
1985-91 1985-91 - - - 148 341 463 -
1988-91 1988-91 - - 4492219 -
198992 1989-92 - - 4258 555 -
1990-99 195099, - - 1038741 -
1902-96 198286, - - 821 -
1989-90 . 198930, 22134 399 - 22818967 -
198385, 198385, - - 1486 -
1982 ... 1982... - - 820 -
1983-89 1983-89 - - 5911335 -
1983-91 , 1983-51., 88339222 - 88339 223 -
Uitbetalings, Issues, Statutor 199 - - 12215514 -
Uitbetalings, 1985~86, Issues, 198 - - -
Uitbetalings, 1986~87. Issues, 1986-87, - - 2370 -
Uitbetalings, 1987-88. Issues. 1887-88 - - 1071429 -
Uitbetalings, 1990-91. Issues, 193091 1000 - 204 408 428 -
7325002522 - 57011 873 492 -
Totaal Staatsinkomsterekening.. Total State Revenue Account... 13318 561 648 - 119492 144 329 -
Inkomstarekening: Volksraad.... Revenue Account; House of Assemb
. i{ - 665 275828 603 483 000 7244784551 | 6180371 000
Inkomsterekening: Raad van Ver- | Revenue Accoun
- .. - 298 000 000 231 000 000 2904000000 | 2550 694 000
Finansiewet 42 van 1991 Finance Act of 1991 - - = 59 843 102 -
Inkomsterekening: Raad van Afgevear. Revenue Account. legatesR - 130 000 000 120 000 000 1220000000 | 1021 000 000
digdes
Rekgn(ng vir Provinsiale Dienste: Kaap.. | Accountfor, Provincial Services: Cape.R - 273 750 000 416639 198 2719539881 | 2534509911
Finansiewet 120 van 1991.., Financa Act 120 of 1991 . .. - - - 37 151538 -
Rekening vir Provinsiale Dienste. fatal. Account for Provinciaj - 124 000 000 208 257 482 1206267294 | 1331637 747
Rekening vir  Provinsiale Dienste: | Account for. Pro
Oranje-Vrystaat ree State - 148 000 000 181 847 082 924321810 803038 415
Finansieswet 120 van 1991 . .. | Finance Act 1 - pit - 8938034 -
Rekening vir  Provinsiale Dienste;
Transvaal - 250 000 000 556888 275 3348904788 | 3121765 702
Finansiewat 120 van 1991.... - o - 213542 -
- 1889025826 (2318115017 19763 944 540 17543106 775
Totale .. - 15 207 587 474 — 139 256 088 869 -
Skatiissaldo, 3t Desember 1991 . Exchequer Balance, 31 Decomber 1981..R - 7189 462 867 I 7199 462 867 -
Totale ... Total: - 22 407 050 341 - 146 455 551 736 -
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Address of premises Situation of premises
184 Kemston Avenue, Benoni Erf 398, Benoni.
185 Kemston Avenue, Benoni Ert 515, Benoni.
188 Kemston Avenue, Benoni Erf 394, Benoni.
190 Kemston Avenue, Benoni Erf 392, Benoni.
191 and 191A Kemston Avenue, Benoni Erf 509, Benoni.
193 Kemston Avenue, Benoni Erf 507, Benoni.
194 Kemston Avenue, Benoni Erf 388, Benoni.
195 Kemston Avenue, Benoni . Erf505, Benoni.
196 Kemston Avenue, Benoni Erf 386, Benoni.
57, 59 and 59A Kemston Avenue, Benoni Erf 7613, Benoni.
68 Kemston Avenue, Benoni Erf 2594, Benoni.
60 Kemsten Avenue, Benoni Ert 2593, Benoni.
83 Kemston Avenue, Benoni Erf617, Benoni.
85 Kemston Avenue, Benonj Erf 615, Benoni.
87 and 87A Kemston Avenue, Benoni Ert 813, Benoni.
90 and 90A Kemston Avenue, Benoni Erf 612, Benoni.
91 Kemston Avenue, Benoni Erf 809, Benoni.
92 and 92A Kemston Avenue, Benoni Erf 610, Benoni.
93 Kemston Avenue, Benoni Erf 607, Benoni.
94 Kemston Avenue, Benoni Erf 468, Benoni.
95 Kemston Avenue, Benoni Erf 7879, Benoni.
98 Kemston Avenue, Benoni Erf 7128, Benoni.
101 Kemston Avenue, Benoni Erf 599, Benoni.
102 Kemston Avenue, Benoni Erf 460, Benoni.
103 Kemston Aventse, Benoni Erf 597, Benoni.
105 Kemston Avenue, Benoni Erf 595, Benoni.
106 Kemston Avenue, Benoni Erf 456, Benoni.
108 Kemston Avenue, Benoni Erf 454, Benoni.
110 and 110A Kemston Avenue, Benoni Erf 452, Benoni.
111 Kemston Avenue, Benoni Erf 589, Benoni.
112 Kemston Avenue, Benoni Erf 450, Benoni.
113 and 113A Kemston Avenue, Benoni Erf 587, Benoni.
114 Kemston Avenue, Benoni Erf 448, Benoni.
115 and 115A Kemston Avenue, Benoni Ert 585, Benoni.
116 Kemston Avenue, Benoni Erf 446, Benoni.
121 and 121A Kemston Avenue, Benoni Erf 579, Benoni.
127 and 127A Kemston Avenue, Benoni Erf 573, Benoni.
129 Kemston Avenue, Benoni Erf 571, Benoni.
131 Kemston Avenue, Benoni Erf 569, Benoni.
133 Kemston Avenue, Benoni Erf 567, Benoni.
DEPARTEMENT VAN FINANSIES DEPARTM OF FINANCE
No. 255 17 Januarie 1992 | No. 255 220 17 January 1992
Staat van Inkomste ingevorder gedurende die tyd- Statement of Reverre€ollected during the period 1
perk 1 April 1991 tot 30 November 1991, April 1991 to 30 November 1991.
Tesourie, Pretoria. Treasury, Pretoria.
Totaal 1 April tot 30 N bel
inkomstehoof Head of Revenue %ﬂ?ﬁg #mrﬁ:‘?g"bg' Totalt A‘m (glm Na%;rgerr
199192 1991 1990 1891 1980
R R R R [
Staatsinkomsterekening State Revenue Account
Binnelandse inkomste: Inland Revenue: ¢
ing op inkomste [44 817 200000 | 2167 756,208 | 1695031 631 | 26 275 767 973 | 23 617 587 817
Leni ing 1989-94 - 277698 — 2032 35 264800
19 444 000 000 (50 995 449) | 1536 665621 | 10518 049089 | 11917 875662
Belasting op toegevoegde waarde .............. Value added tax.... - 1219 590 582 - 1219948 672 -
Andler betastings: Othertaxes:
Belasting op N tax 430 000 000 26520630 29711532 228 862 738 315035837
RemabeTasﬂng op buitelanders .... Non-residants’ tax on interest, - 679 4003 8176 1807 500
Or i i profits - 2596 167 972 382053 582 047
i 8000 000 225582 175219 3076381 4 258 150
Estate duty .. 75 000 000 3374 081 6429513 56 229 143 65 167 501
d - 175 000 000 13239431 13528 474 139 448 848 174 491 883
Sedlr d nd 855 000 000 71931871 62 130 354 500 124 515 434 325.882
E[erevegfe '(ans!er duties.... 875 000 000 75214673 72278 551 605 9_56 909 519 5_52 189
werhrii i a0000000 [ 80177 | 22es18] 1e7azrers| t1ecisozes
Rent: Interest and dividends...........u..eseusssonrornr 55 000 000 2041911 1275 480 45752244 46 644 352
Heffings vies. 9 000 000 2059951 1645152 8800458 3974406
gs van lenings en i "‘Ioa_nsgndadvances 56 000 000 1175583 37727600 28 401 426 59 460 255
D activiti 994 000 000 50 109 802 179276 815 715 423 028 905 430 522
R 67711200000 | 3500756004 | 3659302435 | 40 495 571 627 38 246 909 098
Min: Betalings aan selfregerende nasio- Less: Payments to self-goveming
state. i 1075 200 000 82 273 000 75 688 000 714 333 000 805 407 000
Totaal: Bi ink Total: R [66636000000 | 3508483004 | 3583614435 | 39 781 238 627 | 37 641 502 098
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Begroting Maand November Totaal 1 April tot 30 November
Inkomstehoof Head of Revenue Estimate Month of Navember Total 1 Aprilto 30 November
1991/92 1991 1930 1891 1990
R R R R R
Dosane- en aksynsregte: Customs and excise duties:
Doeanereg Custe 2635 000 000 232520 241 282649135 | 1880956333 | 1727237546
Aksynsreg = y 3 555 000 000 169 558 216 236169363 | 2107064179 | 1879351990
i Surcharge. 1409 000 000 121625743 213247 747 982557 931 [ 1434 985 722
Diverse 233 000 000 91719777 B 856 260 179 650 347 125 567 588
Fuellevy ... 4 520 000 000 494 997 397 371645861 { 3235107451 | 2715650 460
Gewone Heffing. Ordinary Levy 111000 000 2221617 6088 296 40 607 023 70449720
R 12463000000 | 1112642991 1118656662 | 8425943264 | 7953 243026
Min: Bedrag tot krediet van Sentrale Less: Amount to the credit of Central
Inkomstefonds..... Revenue Fund - - - - 223 500 000
Betalings ingevolge Doeane-unie- Payments in
coreankomste..... Union 172 797 000 - 3464 269000 { 2130526 750
Totaal: Doe: Total: Cust d excise duti R 8230 000 000 933645992 | 1118656662 | 4961674264 | 5599216276
R 74866000000 |4448328995 (4702271007 |44 742912891 | 43 240 718 374
Suid-Afri ikkeli South African D¢ Trust Fund. 50000 000 57300 436 872 42222854 56968 146
Fonds vir Sorghumbiemavorsing .. Sorghum Beer Research Fund.. 1200 000 - - - -
Toewysings uit brandstofheffing: Allocations from fuel levy.
Ol i Qil Pollution Fund. 6000 000 - - - -
Suidwes-Afrika... South West Africa 10000 000 - - - -
TBVC-lande. TBVC Countries. 140 000 000 ~ — it
R 207 200 000 57 300 436 872 42 222855 56 968 146
R 75073200000 |4448386295 |4702 707969 |44 785 135 745 | 43 207 6686 520
Inkomsterekening: Volksraad Revenue Account: House of Assembly
i - 38498334 9134043 148 881 392 89211478
Inkomsterekening: Raad van Verteen- | Revenus Account: House of Represen-
ordigers tatives
- 1707 600 3029829 28770527 24357471
Inlmmslerekenlng.:' . lZaad van Afgevaar. Ravenug Account: House of delegates
igdles
inkomste. Inland revenue. - 769 368 437 906 5650 224 4838 407
R - 40875302 12601778 178302 143 128 407 356
R - 4489361597 (4715309 747 |44 953 437 888 | 43 426 093 876
Rekonsiliasie met opgaal gepubliseer by | Reconciliation with statement published by
Goewermentskennisgewing 3088 in Government Notice 3088 in Govemn-
Staalskoerantvan 20 Desember 1991: ment Gazelte of 20 December 1991
In Transito, 31 Maart 1991 InTransit, 31 Masch 1991 - - - 198 934 099 -
In Tra?sim//'l'e veal oorgedra, 31 Oktober In Transit®Overremitted, 3 - (91338777) - - -
199
i hierbo Collections as abave.... - 4489 361 597 — 44 963 437 868 —
R - 4398 022820 - 45162 371 987 -
in Transito/Te veel oorgedra, 30 November in Transit/Overremilted, 30 November - 556 163813 - 556163 813 -
1 i
In_Transito Inkomsterekening: Admini- In Transit Revenue Account: Administra- - (7 700632) - (137 326 841) -
strasie tions.
In i Received i Account.... A - 4948 486 001 -~ 45 581 208 959 -

No. 263 17 Januarie 1992 | No. 263 17 January 1992

Staat van Ontvangste in en Qordragte uit die Statement Of ReceipiS Tnto and Transfers from the
Skatkisrekening vir die tydperk 1 April 1991 tot 31 Exchequer Account for the period 1 April 1991 to 31

Desember 1991. December 1991.
Tesourie, Pretoria. Treasury, Pretoria
RECEIPTS—ONTVANGSTE
Maand Desember Totaal 1 April tot 31 Desember
Inkomstehoo! Head of Revenus Month of December Total 1 Aprilto 31 December
19 1990 1991 1990
R R R R
i 31 Maart 1991 Batance, 31 March 1991... - - 2707 707 237 -
Skatkissaldo, 30 November 1991... Exchequer Balance, 30 November 1991 5157 533311 - - -
Staatsinkomsterekening State Revenue Account
i Inkamste. Inland Revenue. - 6166004 758 4566521725 46337234 718 42414313 864
Doeane en Aksyns. Customs and Excise. 1068 522 486 938 508 997 6429 515 656 6603 824 923
R 7234527 244 5505030 722 52 766 810 384 49 018 208 787
Suid-Afrik ikketi South African De TrustFund....... 57300 438871 47 228 456 72222 662
R 57 300 436 871 A7 228 456 72222 662
R 7234 584 544 5505467 593 52814038 840 49 090 431 449




No rise in
VAT seen
but watch
moto_ruel
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VAT is unlikely to go up — contrary to
speculation of the past few days — but mo-
torists are on the road to another shock, ac-
cording to economists.

An increase in the price of petrol seems
the most likely means for the government
_to deal with the estimated R5 killion short-
fail in government income for _thﬁ-current
financial year. AT

Despite indications that tax revenues are
behind their budgeted targets, Econometrix
economist Tony Twine said yesterday a
hike in the VAT rate from its current level
of 10 percent would be a “political night-
mare” for the government.

A rise in the fuel levy, which makes up
part of the petrol price, should not be ruled
out as it gave the government instant ac-
cess to extra revenue, he said.

“A 10c rise in the fuel levy, which makes
up 36 lpercent of the petrol price, generates
Rl billion in revenue per annum. «~—... "

“Mr Barend du Plessis (the Finance Min-
ister) previously indicated that he would
like to see this percentage increased to 45
percent in line with other Western coun-
tries.

“By raising the petrol price by 10c, he
would move closer to this level and gener-
ate roughly R250 million in the remainder
of the fiscal year,” Mr Twine said.

But the bulk of the revenue shortfall is
set to be raised through additional borrow-
}{ngs on the local money and capital mar-

ets. . -

Mr Twine said the government’s need for
cash could result ir® some hardening of
rates on the capital market but was unlike-
ly to delay a cut in interest rates, antici-
pated over the next two months.

Releasing figures-for fhe first nine

.. months.of -the-budget, . Mr Du Plessis yes-
terday said government spending had in-
creased by 185 percent over the same peri-
od in the previous fiscal year.

And revenue would be even lower than
he had calculated in October, 1991 after re-
vising estimates to take into account the
lowering of the' VAT rate and an increase

. in excise duties from the fuel levy.

So far this year, total revenise income is’
up by only 7,6 percent cow'ared with the
previous fiscal year —:w&'Y shért ‘of the
budgeted 11,5 percent increase.”-* -

Income from GST and VAT is nearly two
percent lower than for the same period last
year, an indication of poor retail sales and

- economic conditions. :

.,

L



i R wsiiian

R T T

2
i
“Lruet A s

Fuel price hike seen as solution to cash crisis

. )

R1,8 bhillion respective-
ly, but Mr du Plessis
predicted that revenue
from VAT for the full
year would be “fairly
close to target”.

This follows wide-

" @ FROM PAGE 1.

“substantially” over-
shoot its 1991/92 Budget  spread speculation that
as a result of over- VAT income would be
spending and-lowey tax-. much lower than bud-
revenues. x-) geted for and an ulti-
r.Releasing figures for  matum this week by the
thie first nine months of _ Co-ordinating Commit-
the 1991792 Budget, Mr tee on VAT fo the Gov-
du Plessis said Govern-  ernment to reopen ne-
Hent spending had in-  gotiations on the new
éffeased by 18,5 percent fax.
&Ver the same period of Mr Twine said the
he previous fiscal year.  Government was un-
EiHe added that reve- likely to raise the VAT
fue would be even rate, as it risked an
[lver than he had cal- ‘even bigger political
ciflated in October 1991,6\] controversy than the
when estimates wereQ~one surrounding the in-
revised to take account Ntroduction of the tax in
4f the lowering of thé N September.
VAT rate and an in; With Government
¢rease in excise duties - revenue unlikely to
from the fuel levy. meet budgeted esti-
t 8o far this year, totalgy mates, the scope for ef-
fevenue is up by only ¥ fective tax relief to the
7i6:percent compared\, individual in the forth-
with the previous fiscal ¥ coming Budget is also
year, which is well limited.
short of the budgeted Commented an econ-
increase of 11,5 percent.  omist: “Although it has
Income from GST been stated that the
and VAT, in particular, long-term aim is to
is nearly 2percent bring down the level of
lower than for the same  djrect taxes and in-
. period last year, which  crease indirect taxa-
‘is a reflection of poor tion, this seems highly
_retail saleés and eco- unlikely in view of the
nomic conditions. revenue ‘shortfalls and
.. Income from VAT in_ political demands on
~November arid Decem-~ Government expendi-
+ber was R1,2billion and  ture.”

ey
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' SOUTH Africa’s* long-suffering

'| geted targets. .
+}4i Econometrix economist Tony Twine said

B percent of the petrolprice, generates'R1 billion in

i

motorists are-likely:to bear the
brunt of the estimated R billion
shortfall in Government income
for the current financial year, ac-
cording to economists, - .
' But an increase in the rate of VAT is |,
unlikely, despite indications that tax
revenues are running well behind bud- |

yesterday thar;j angv rise in VAT from its.

present '10.percent would be*agblitical’

njiéxtmare" for the Government. '

, ~ Hesadded, however, that an increase in the
fuel levy, which makes up part of the petrol
rice, should not be ruled out, as it gave ofﬂcials
tant access to additional revenue.

“A 10c rise in thé fuel levy, which makes up

Tevenue per annum,
“Mr du Plessis previously indicated that he would
like to see this Increase to 45 percent in line with
other Western countries,
By raising the petrol
price by 10c he would
move closer to this level
and generate roughly
R250 million in the re-
mainder of the fiscal
year,” Mr Twlne said.

The bulk of the reve-
nue shortfall, however, is
set to be ralsed through
additional borrowings on
the local money and capi-
tal markets.

In a statement yester-
day, Minister of Finance
Barend du Plessis said it
would not be necessary to
find additional sources of.
revenue, as sufficient
loans had already been
arranged to meet reve-
nue shortfails and finance
higher spending.

However, the Govern-
ment's need for cash was
unlikely to delay the cut
in interest rates expected
over the next two
months, Mr Twine sald. -
Mr du Plessls an.
nounced yesterday that
the Government would

66 When an invitati
Sure whether it me
. @ lounge suit is an
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Taxpayers in need

( 320 W 5
SOUTH AFRICANS badly

need a cut in taxation.

Thig is evident from the
poor Christmas retail sales,
depressed new car sales,
flagging tax revenues, rising
unemployment and low
Christmas hotel occupancies.

And the basic cause of this un-
happy sitauation is pretty clear —
it is the result of a major reduc-
tion in the man in the street’s abil-
ity to save and spend.

Therefore the solution is also
obvious — cut taxes and give peo-
ple more money for saving and
spending.

The Americans believe that
their depressed economy needs
this sort of medicine. There seems
10 reasor why the same consider-
ations do not apply here.

Although a pumber of factors
are at work in the current reces-
sion, it is evident that a major
factor has been over-taxation in
the past 10 years by a Govern-
ment which believes the comntry
owes it and its supporters a liv-
Ing.

Official figures show the ex-
tent to which the rate of taxa
tion has been raised in recent
years.

‘While private spending rose 133

. percent between 1985 and 1990, in-

come tax collections increased hy
159 percent — with the bulk of the
increase coming from private in-
dividuals. )

In addition there was the
steady increase in the rate of
GST, in the petrol tax, and in a
great many other indirect taxes.

This alone would have restrict-
ed economic growth. But coming
at a time when sanctions were
being imposed the overall effect
has been disastrous,

Since 1983 the South African
economy has grown overall by
11 percent — or about 1,5 per-
cent a year. For this to happen

Tt 18l

tunately inflation is a major de-
terrent to new investment and the

at a time when the i
has been growing by between 25
percent and 3,0 percent a year,
means that today South Africans
on average are about 10 percent
poorer than they were in 1983 —
with the most skilled being the
least affected and the unskilled
the hardet hit.

It is not surprising that the re-
tail, hotel, and motor trades —
and the Recejver of Revenue are

- having a hard time. It is also
not surprising that South Africa
is in the grip of a crime wave.

South Africa’s high tax rates
help to restrict economic growth
in two ways, firstly, by curbing
consumer spending and secondly
by limiting the ability to save.

. Interest rates
. When a person is being over-
taxed and has to spend more of
his income on the necessities of
life his saving rate drops. This is
not the only reason though. But
here in South Africa there is an-
other factor. It is simply if you
save money you lose it.

For years the rates of interest
paid on savings have been below
the inflation rate — and still are,
On top of this the Government
until recently has insisted on tax-
ing up to half the interest. The re-
sult has been that for every R100
a person managed to save, he
would have only about R93 left in
real terms 12 months later, even
if were able to get the highest
rate of interest available,

The tragedy in all this is that
the lack of savings has meant
the growth in the economy has
bad to be financed by the crea-
tion of money by the Reserve
Bank.

While this prevented the econ-
omy from contracting and even
created some expansion, it gave
inflation a huge boost. And unfor-

y is now ing severe-

About a year ago some top pub-
lic servants, realising the real
need to increase savings, proposed
that interest on savings shouid be
subject to only a 10 percent with-
holding tax, vt

But they ran into strong oppo-
sition. The main opponents were

. the insurance companies who

feared a loss of business, and the
Department of Firance which be-
lieved the scheme would be
abused. As a result the scheme
has been shelved, the savings rate
is still low and the economic out-
look just as poor as ever. -

However, there has been some
movement towards a sounder
economy. For the past two years
the Reserve Bank has reversed its
policy of money creation and has
been mopping up surplus cash.
This has kept interest rates high
but it is starting to squeeze infia-
tion out of the economy. B
" Now the Treasury must also
play its part in getting the econ-
omy moving by cutting taxes to
increase private consumption and
also boost savings so that the eco-

nance, Mr Barend du Plessis, has

some surprises up his sleeve on .

March 18, Budget Day, it seems
that taxes are likely to remain
high and the economic growth
rate low.

As someone close to the Gov-
ernment explained this week. “A
cut in taxes would help the econ-
omy. But this is most unlikely as
it would require a cut in Govern-
ment spending. This could cause
great hardship in the Public Ser-
vice and you must remember that
the State President, Mr FW
Botha, this year needs all the

" votes he can get.”
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THE poor fiscal climate In SA as 3 regyt of
ig] Corporate taxes and inflatjoy has re.

duced the country’s attractiveness t, both i certain cop-
local and overseas investors, says AECT  Sesstully in externa) ry rKets certa

" " . itions were necessary — 5 fiscal system
}\ggﬁk;iﬂz in the group's quarterly  nich made SA pr:ﬂucers competitive
, . ; o
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Saced With 84% in Hollang, oy g Britain _ An imbalance between technica] ang
and 10,2% in Taiwan, he said, non-technjea] education in the workforce
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lied upon to generate sufficjeny Jobs and  On the management. side, Sander sajg
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JONO Wa ERS

e said it wag Unacceptable export fit wag derived from’ {he €conomic envi-
SA’s resources gt Unattractive prioe apq aoomment where SA haq Comparative
in doing g, Provide employmens for advantage, i

citizens of other countries who produceg He saig g4 had aceesg™ it a

igher valyed Manufactured produets, i




The Argus, Mondoy January 20 1092 9

"Tax relief urgent

l"_'ﬁ‘uth

nt; from’the poor
Christmas retail sales, depressed new
car sales, flagging {ax-revenues, ris-
ing-unemployment and low Christmas
hotel ocetipancies. T

basie cause of this unhappy
{i§ prétty -clear:.It is the re-
sult of a ma]or’-%i"osidn of the ability

solutio

“ous: Cut taxes and. givé:people more
:money for saving-and spending.

- It-is evident in‘the’ cirrent reces-
sion that a tnajor factor in;the past 10
years. has been over:taxation by a
Government that-believes ithie country
owes it and:its supporfersia living.

While private spending.rose 133
percent between 1985 and 1990, in-
come tax collections increased by 159
percent, with the bulk 6f the increase
coming from privat,e\'ihdivi(,iuals.

There was-also-the:stéady increase
in the rate-of GST, in.the petrol tax,
and in; a-‘great many .other indirect
taxes: ‘These iincreases moyed wealth
from the:private to the public sector.
The individual grew poorér and the
Government richer, .

This alone would have restricted

economic growth. But coming at a
time when sanctions were being im-
posed the overall effect was disas-
trous.
- Since 1983 the South African econo-
my has grown overall by 11 percent
or about 1,5 percent a year. For this
to happen at a time when the popula-
tion has been growing by between 2,5
percent and 3 percent a year means
that today South Africans on average
are about 10 percent poorer than they
were in 1983, with the most skilled be-
ing the least affected and the un-
skilled the hardet hit.

South Africa’s high tax rates help to
restrict economic growth in two
ways, first by curbing consumer
spending and second by limiting the
ability to save.

When a person is being over taxed
and has to spend more income on the

ident
necessities of life the saving rate
drops. This is not the only reason
though. But here in South Africa there
is another factor. It is simply if you
save money you Jose it.

For years the rates of interest paid
on savings have been below the infla-
tion rate — and still are. On top of
this the Government until recently
has insisted on taxing up to half the
interest. The result has been that for
every R100 a person managed to save,
only about R93 was left in real terms
12 months later, even at the highest
rate of interest available.

The tragedy in all this is that the
lack of savings has meant the growth
in the economy has had to be financed
by the creation of money by the Re-
serve Bank.

While this prevented the economy
from contracting and even created
some expansion, it gave inflation a
huge boost. And unfortunately infla-
tion is "3 major deterrent to new in-
vestment and the economy is now suf-
fering severely from this.

About a year ago some top public
servants, realising the real need to in-
crease savings, proposed that interest
on savings should be subject to only a
10 percent withholding tax.

But they ran into strong opposition.
The main opponents were the insur-
ance companies that feared a loss of
business, and the Department of Fi-
nance, which believed the scheme
would be abused. As a result the
scheme has been shelved, the savings
rate is still low and the economic out-
look just as poor as ever.

However there has been some
movement toward a sounder econo-
my. For the past two years the Re-
serve Bank has reversed its policy of
money creation and has been mopping
up surplus cash. This has kept interest
rates high, but it is beginning to
squeeze inflation out of the economy.

Now the Treasury must also play
its part in getting the economy mov-
ing by cutting taxes to increase pri-
vate consumption and also boost sav-
ings so that the economic upturn can
be financed in a non-inflationary man-
ner.




Income from VAT
rise as the’ Departmen
riance “ironsout ‘the 't
problems expenenced
introduction.

Finance ‘Minister Barend du
Plessis said on Friday that"col-
lections totalled R1,2 billion in
November and R1,8 bllhon in De-
cember.

He. .added- that for the 1991/2
fiscal year ‘“estimated revenue
from VAT is fairly close to tar-
get’

Economietrix economist Tony
Twiné says reventie from- VAT
.will rise in months to come as
“initial input VAT credits. iron
themelves out of the cash flow
of companies”,

The:higher revenue from VAT
should Lielp the Government in
financing the deficit before; bor-
rowing: which has been growing
steadily because of higher-than-

budgeted expendlture and fallmg

show that total spendmg in.the

first hine months’of 1991:totalled”

. R62,4¢billion — 18,5 percent
’ above ‘the same penod in 1990-91
— while revenue totalled
R52,7T:billion, only. 7, 6 percent
hlgher than the previous year
For ifiscal 1991-99, the overn-
ment!bidgeted for expendlture of

R85,98 billion and revenue of‘-_

R74, 16 bllion. !
-+ The: difference’ betwee) pe_nd-

- The) depanment now estimates
‘that the .gross deficit before bor-
for the full fiscal year
ceed previous estimates

of R1183 billion, but Mt du Ples-
sis saxd that despite the, shortfall
there: would no extra pmsure fon -
capltal markets because the Gov-
ernment- had a relatlvely large

acquiréd were enough-to accom-
.modate’ the ‘expected overshéot
on the/budget and drop
nue, hésaid, .-

-The: total | gros g re-
quirervients -(new  loans pliis’ re-
-demptions) for -the ‘first hine
monthsof the fiscal year totailed
R1380billion, while finaneing of
R18,05] bllhon had Been’ obtained,

- the-fignire for’ the ‘whiole ﬁnancxal
syear. &




THE >w._.m§= National
Congress yesterday re-
newed its call for es-
sential goods and serv-
! jces to be exempt from
Value Added Tax until

povery ueligf pro-
gramme wis3i place.

The moventent said in a
statement that it was not

a properly. structured,

Covtlae 4

surprised the Department
of National Health and
Population Development
could not distribute more

s¢than Ri4Zemilliop of the

R220 million relief pro-
gramme launched in Oclo-
ber last year.

“The Government has

e

no proper Statisiics on pov-
crty. It does not know the
size of the population, who
the poverty-strickenpeople
are, or where they live. It
docs not know how 1o tar-
get the poor and has no
mcchanisms to distribute
poverty relief,”" St claimed g

“While the Government
will collect R420 millionas
a result of GST on basic

@ﬂcﬁﬂ:?f it only awarded

R220 million for relief, a
paliry amount considering
the scale of the problem and

the next Budget rang hol-
low.
“‘Itis essential that civil-

given that food prices in-
creased by a massive 25
percent in 1991.7
© It-said National Health -
. Minister RinasVeiler’s
! statement that she would
press-for a doubling of the
budget of R220 million in

ian organi be in-
volved in monitoring both
poverty and the reliefl pro-
grammes established 1o see
that the needs of the poor
are addressed with the ur-
gency the sitvation’ de-
mands,” the organisation
said.







The poor performance of
the economy is adding
weight to a recent submis-
sion by the South African
Chamber of Business (Sacob)
to the Government for an
immediate cut in personal
income tax in the next Bud-
get.

The submission included a
warning that the recession
could become much worse.

The argument gains increas-
ing relevance as signs mount
that if South Africa wants a
brighter economy this year, it
will have to pull itself up by its
own bootstraps.

Stimulus

Reports indicate that it could
be six months or even a year
before the economy receives
any major stimulus from over-
seas. ,

Yesterday’s sharp fall in Jap-
anese share prices is just an-
other indication of a continued
weakening in international eco-
nomic conditions.

The fall was triggered by Fri-
day’s report of a marked de-
cline in American imports in
November.

This was taken as showing
that the US was now exporting
its recession with all its painful
effects to Japan — and one
could add to South Africa, as
well.

Sacob, in its submission to the
Minister of Finance, said that
the South African ecenomy had

been underperforming for the
past 15 years and it was im-
perative to maximise the next
upswing.

It warned against regarding
the mild appearance of the re-
cession in 1991 as a sign that it
could soon be over.

The length of the recession,
combined with the effects of
bracket creep (not adjusting in-
come tax for inflation), and the
tight money policy had finally
started to affect spending and
the final phase of the recession
in South Africa “could prove fo
be unexpectedly severe”, it
said.

It pointed to the expectation
that only seven out of every 100
job-seekers were expected to
find employment in the formal
sector as an indication that the
economy was already in serious
trouble.

As a remedy, it proposed a
reduction in both the rate of
company income tax and indi-
vidual income tax.

It said the most effective in-
centive to investment was a
reasonable personal and com-
pany tax rate.

Adjustment

At present these tax rates
were far too high when com-
pared with those of our trading
partners, it said.

It pointed out that there was
no allowance in these taxes for
the effect of inflation on profits
and individual incomes.

The individual was automati-
cally paying a greater propor-
tion of income to the taxman,
even if salary increases were to

compensate for the effec|
inflation.

Sacob said the Government
made no significant adjustment
in the last Budget and not much
in previous Budgets for bracket
creep.

This had resulted in an in-
crease in personal income tax
as a proportion of total tax rev-
enue from 25 percent to 37 per-
cent.

Sacob said the maximum
marginal personal income tax
rate of 43 percent was far too
high.

It reduced the ability of the
individual to save and also to
spend, thereby retarding South
Africa’s economic growth.

Sacob also called for the new
income tax tables to come into
effect soon after the Budget so
that taxpayers could at once

feel in their pockets the benefits
of tax cuts.

It said a marked reduction in
the company tax rate was also

ry to ble compani
to plough back a higher propor-
tion of their earnings.

The nominal rate of 48 per-
cent was much higher than in
many other countries, and com-
pared with 34 percent in the
United States.

Thirty years ago the com-
pany tax rate in SA was 30 per-
cent.

Sacob also opposed any in-
crease in the rate of VAT from
its present 10 percent.

Although it did not mention
it, it must be appalled by the
effect an increase of, say, two
percentage points in VAT would
have on already extremely de-
pressed retail sales.




Own Correspondent
JOHANNESBURG. —
Only one month is
Jeft in" which_ com-
panies and their em-
ployees can make-use
‘of tay-freé'education-
.al benefits. )

As of March 1, 1992

. companies will no
longer receive tax ex-

_emptions.and em-
ployees will have to
pay fringe benefits
tax on,many educa-
tional bursaries and
grants.

The exemptions which
will be withdrawn
are educational
grants to employees

" of less.than R750 a
“'year; ‘gratujties or
prizes which are

- .given to employees

.- who obtain educa-

“"tional qualifications
(notlinked to job per-

- . formance); and bur-

: +saries .and amounts

~paid by approved

.bursary schemes to

employees’ children. .

KPMG Aiken and Peat
senior tax consultant
- Noel-de Charmoy

FringeG®
béneﬁv" "

bursaries
looms -

said that intil March
1, benefits could:still
be awarded and com-
panies should take
advantage of it."

But he warned ‘that

should the existing
rules of approved

. ‘bursary schemes pro-
vide for the payment
of bursaries in ad-
vance, taxpayers and
employers should
settle all 1992 fees
before February 29.

Schemes which could
have problems taking
last-minute ddvan-
tage were those
which specified only
part of a bursary
would be awarded up
front,




VAT has to be

inclu
quﬂt

Consumer Reporter

Value-added tax has to
be included in all quota-
tions for services and
goods given to consum-
ers, a spokesman for the
Department of Finance
has confirmed.

+ This followed a con-
sumer’s complaint that
shewas charged VAT on
4 machine and the ser-
vices of a plumbing com-
pany in addition to the
initial quotation given to

€L

1 In terms of section 65
of the VAT Act, any
srige charged by any
engor in respect of the
taxable supply of goods
or services should, for
%hq,purposes of the Act,
eqdeemed to include
any tax payable “wheth-
er or not the vendor has
included tax in such
price”.

“The amount of any
deposit payable to or re-
fundable by a vendor in
respect of a returnable
container shall be
deemed to include tax,”
says the Act.

An addition, the Act
has the following provi-
sos: Where the price in-
clusive of tax and the
price excluding tax are

d 0
ions —

e

THE STAR

WATCH

advertised or quoted N

both prices should be ad-
vertised or quoted with
equal prominence and
impact; price tickets on
goods need not state that,
prices include tax if this
is stated in profninent
displays at all entrances
and payment points, and
provided the Commis-
sioner dpproves any

other method of display-,

ing prices or goods dur-

ing an approved period.

THe spokesmai’ said
the department had re-
ceived a number of simi-
lar complaints, which
had been followed up.

Consumers who were
charged 10 percent VAT
on top of the initial quo-
tation were within rights
to question the charge.
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i| - VAT brings price

| down — survey32°
: ESLEY LAMBER:

| . -PRICES'F goods and servicesdeclined by

" an average 027% in December, Vatwatch

! announced-yesterday. This was the Sécond |

| - price décline recorded since VAT w: 8 in- -

troduced-in Octgber, the watchdog o) "ggi-

ng )
-Reporting the resulfs o atwatch’s
sixth’ countrywide market survey yester-
day,Sapa said the average 0,27% decline in
prices compared with average monthly
increases of 15% since VAT was .intro-
duced and 24% in the months preceding
. 'VAT. Prices declined by 0,29% in October,
Economists are Roping this trend will be
reflected in 2 slowdown in the rate of food
. Price increases recorded in the official
December inflation figures scheduled for

Increases in the prices of zero-rated
. maize meal, milk powder, samp and brown
bread had negated the effects, of zero-r?-

ed b;

According to the Vatwatch survey, the
Price of surveyed canned
an average 5,45% in December compared
with pre-VAT prices, while the price of
rice dec}ined by an average 3,93% an'd,‘that
of fresk milk by an average 029%, f
. -However, the survey also showed;that
some ‘basic foodstuffs cost “appreciablyl
more than before VAT’s implemientation

fish declined by

1,

ing:Sharp increases in meat prices record-
i) r:contiriued last month, the

“mihced meat,

l O'To Page 2

g oe?
VAT survey &9
rewors and stewing beef tended to in-
lc);)eease by slighly more than 1% in the
months before VAT, they were now 1{1—
. creasing by an average 91% —or n%a; Ty
30% in total since the introduction of s
ch said. . .
Valtt“;)itiﬂted out, however, that increases tl:
excess of 10% should not be attributed |
VAT because meat prices traditionally in-
creased towards the end of the year. "
The survey also indicated that the ra
of increase in the cost of services appeaycoid
to be slowing down. Dental fees, vehil le
servicing, TV rental, plumbing and electri-
cal services were now increasing at a
much reduced rate, but the cost of accottlil-
modation was increasing by 9.9% a moglcai
while the cost of visiting a general medi cal
practicioner was rising by 6,7% a month,

220)0From Page 1

ing to the results of the survey.
acgggnen %he implementation of VAT, the
steepest price rises had been recorded in
the western Transvaal (2,6% a month) and
the lowest at independent stores in black
towns (0,3% a month). . )
Vatv:aich chairman Louise Tager said
the slowing down in the rate of price in-
creases appeared to be developing into a
definite trend. ] )
However, she cautioned that discounting
over the Christmas period may have con-
tributed as much to lower prices as the
savings effect of VAT. —
atwatch surveys research price!
of 1111;: g‘;ocenes and other products at 105
ontlets countrywide. They are conducted
by Interfact.

R R
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‘Rel __nnm ppear %@Lﬂ experieniced
NEEEE_W sales in December:
."of increase in‘the cost of services ap- - “We would be pleased to see the price
m_oi.aoin sustained, but i
peared to be" m_oi_nm down. Dental fees; .’ b 16 w_nm mznr a o_EE
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wOZm basic mocmmEm.m aré cosling more:.
E cn»,ono VAT came- -intg effect, ac*

5 “Vatwatch.

* The prices of Nm—.o.m:ma ‘maize Bnu_

. milk: ;powder, samp and" brown bread

iricreased, which negated the: mmmncﬁ of - :
zéto-rating. - - . ing at a greatly: reduced Tate,

On the other hand, canned. mmv rig The cost of accomimodationisincreas - Tollowing. :—m demise of sales .
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/On average, the price “of goods, an ) Bo_..n—
services decreased by 0,27 percent - . The Vatwa

' On the whole, the average Ec:m—q . basket of 104"and- o:—mn ?da:nﬁ
increase.in prices had been 1,5 mmnnmi Sutlets countrywidé. PR
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l Probe findings to be released

2 simon wiLson ( 320 _
R NDATIONS arising from the Jistice De-
partment probe into alleged corruption at Cape
Town's Inland Revenue office are to be made public.

.. Allegations of corruption and maladministration at
the office first surfaced last year when an Inland
Revenue deputy director, Trevor Foster, started legal
proceedings against the Finance Department. -~

‘Foster, who also headed an Inland Revenue special
investigations team, claimed the department had act-
ed to p P fon when he ed cor-
ruption in the Cape Town Inland Revenue office.

Poster won an undisclosed settlement and later
resigned. Do) t

Finance director-general Gerhard Croeser said
yesterday the “independent” investigation into Fos-
ter’s allegations, being carried out by a senior Justice
Department official in Cape Town, would be complet-
ed “as soon as possible”.

Recommendations which did not infringe the statu-
tory prohibition on disclosare of the tax affairs of
taxpayers would be made public, Croeser said.




By ANDRF KOOPMAN
ALLEGATIONS of mis-
management- angd eor-
ruption in the Cape
Town office’ of "the De-
partment of Finance are
‘being independently in-
vestigated py .a- “senjor
and respected. officer of
the Depanment of  Jus-
tice” in the city, -

This .was. said yester-
day by the directop-

. general of Finance, Mr
Gerhard Croeser, L

The investigation is
believed to-follow -on a
Supreme Court matter
last year in which 'a
senior tax’ official, Mr

! Trevor Foster, a deputy
i director and head of the
' Special investigations
+ team. in th -i¢ity’s. ‘De-
| partment :of Internal
Reveriue, - claimed: that
he had twice been
passed over or promo-
tién becauss he had in-
sisted that -alleged. -cor-
ruption be vestigated.

Silence clause:

In a “private and con.
fidential”%-agreement
made an grder of the
Supreme Court in De-
‘cember last.year, Mr
Croeser undertook to set

‘quiry"intg
tions, " iy, :
Mr Croeser said part of
the Supreme Court
'ordei’ha‘d;»be;én a clause
‘imposing silénce on him-
self and Mr Foster. .

he allega-

'up an independent in. .
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] HECongrebs of South African
: Trade Unions and its allies are
to gather next week in
Johannesburg for a second
Value-Added Tax “summit”, in a bid
to revive the flagging fortunes of the
anti-VAT campaign.

More than 100 labour, civic, wel-
fare and professional bodies, spear-
headed by Cosatu, will ponder the
government’s continued refusal to
negotiate on VAT and weigh up new
forms of action o bring pressure on
the state. a.q\\ ‘ ~3zoiiia .

The government’s last contact with
the Co-ordinating Committee on
VAT (CCV) was on December 17
last year, when deputy finance minis-
ter Theo Alant said in a letter that it
had become clear in previous talks
that “VAT was not on the agenda” —
clearly hinting that Cosatu’s aims
were political. He doubted that “fur-
ther talks will take the matter further”.

Because of the disparate make-up
of the CCV, action to be considered
will not include a stayaway, although
further stayaway action by Cosatu
and the National Council of Trade
Unions is a remote possibility.

A key initiative planned by the
CCV, in tesponse to a government
internal VAT probe, is two days of
public hearings on the tax in eight
major centres early next month.

To be overseen by “commission-
ers” drawn from the Mass Dem-
ocratic Movement, small business
and the academic world, these will
take submissions from the public fora
report which will be forwarded to
government. Interested parties from
various fields will also be directly

A second summit of
organisations opposedto
the implementation of
Value-Added Tax will be
held next week to discuss
strategy, reports-
DREW FORREST

approached for comment. | :

The summit will discuss ways of
popularising these hearings, which
the CCV is confidunt will confirm
widespread discontent with VAT and
its impact on prices.

Cosatu campaigns co-ordinator
Lisa Seftel said the summit. would
jook at a broad campaign of lobby
and protest culminating with this
year’s Budget. Cosatu is particularly
concerned that the zero-rating of gight
basic foodstuffs — a government
concession to last year’s VAT outery
— automatically falls away at the end
of March. '

Also under consideration will be
new policy options to alleviate the
plight of those hardest hit by VAT,
such as people on low incomes and
small business.

There is a possibility that insaddi-
tion to Cosatu and Nactu, key repre-
sentatives of white fabour may attend
the summit. The Confederation of
Metal and Building Unions, the main
representative of white metalworkers,
and the 250 000-strong Federation of

Salaried Staff Associations have both
been invited. -




Poverty relief fails to
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By REG RUMNEY
THE African National Congress has
hit hore at the most valnerable aspect
of the government’s implementation
of Value-Added Tax,

Even conservative commentators,
who believed VAT should be levied on
all goods and services virtually with-
out exception, stressed the need for
effective poverty relief to offset the
wider-based tax.

Now the government seems to have
conceded it hasn’t got a sufficiently
widespread poverty relief programme
in place.

The ANC comments: “South Africa
has very high levels of poverty, yet the
Pretoria government has no proper
statistics on poverty.

“It does not know the size of the
population, who the poverty stricken
people are, or where they live, It does
not know how to target the poor, and
has no mechanisms to distribute
poverty relief.

“Therefore it comes as no surprise,
to learn that the Department of
National Health and Population
Development has distributed merely
R14,75-million of the R220-million
relief programme launched in August
last year to counter the effect of VAT
on the very poor.”

The ANC, however, then weakens
its case by claiming in a press release
that unnamed “experts” say the intro-
duction of VAT on basic foodstuffs
resulted in a three to five percent
increase in the cost of living for the

r.

In fact, the cost of living increase for
the very poor has been lightened by
the zero-rating of two staples — bread
and mealie-meal—and interim exclu-
sion of some other basic foodstuffs
from the VAT net.

The cost of living for the general
population, as measured by the con-
sumer price i{ldex, rosexonly around

one pereent as a direct result of VAT.

Though the VAT rate of 10 percent
was lower than General Sales Tax at

13 percent, more goods were subject
to VAT, which also embraces a wide
range of services.

Even if the whole 1,9 percent
month-on-month increase in October
last year as compared to September
was due to VAT it pales by compari-
son with increases in food prices.

Food price inflation rose by a
whacking 25,7 percent year-on-year,
This was the highest increase since
April 1991, The accusation is that
business used VAT as an excuse to
raise food prices to this level. But food
prices rose again in November by a
similar amount, while the general
inflation level fell slightly.

The Cosatu-led VAT Co-
Ordinating Committee’s Bernie
Fanaroff has pointed out the effect of
the fuel price hike introduced to offset
thedrop in VAT from 12 to 10 percent
has still to flow through. When this
happens inflation will rise again.

And when zero-rating for variovs
basic foodstufTfs is phased out, the
prices of those foods will rise by 10
percent.

The ANC says that while the gov-
ernment will collect R420-million as a
result of GST on basic foodstuffs, it
only awarded R220-million for relief,
“a paltry 2amount considering the scale
of the problem and given that food
prices increased by a massive 25 per-
centin 1991”.

The extent of poverty in South
Africa is blurred by the unavailability
of accurate stats, as the ANC notes,

But since estimates of unemploy-
ment range from 20 to 40 percent and
higher, it must be so big that poverty
relief itself cannot scratch the surface
of the problem.
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Tax cuts urgent’pnonty
MICHAEL MORRIS..FRCr Z {1 qu

Political Correspondent

CUTTING company and individual tax remained an
“yrgent” government goal in neutralising the impact
of interést rates, boosting savings and improving in-
| ternational;competitiveness, said Mr De Klerk.

This would bé addressed in the coming Budget. He
gave no clue on possible alterations to VAT.

He said economic conditions had prevented the
government moving as rapidly on this front-as it
would have wishied. L e

South Africa’s return to the international financial
and trading markets would haye a positive influence
on the country’s economic growih capagcity, but
more important were investor confidence and guali-|
ty” price and assured delivery in a highly ‘competi-
tive world market, [

sAdherence to our commitment to further cuts in
the tax rates of companies and individuals:is an in-
dispensable part of our policy package and;will, of
course, bring much-needed relief to our people.”

Mr DeKlerk said the implementation of VAT had
had a -“negligible effect” on inflation, ‘which~was
“still in a Jong-term downtrend to healthier-levels”.

He said promdting economic growth remained 2
“high priority” to generate; work and .income for 2
fast-growing wogkforce and to support extensive de-
velopment prog ames.”
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By Derek Tommey

THE STATE President Mr
FW de Klerk has given an
undertaking that taxes
will be reduced in the next
Budget.

He has also indicated that
for the first time in many
years that some Government
departments will get “re-
duced” allocations.

In previous years these de-
partments could at least count
on getting increases equal to the
inflation rate and usually on top
of that a bit extra.

The Government has been
under increasing pressure from
commerce and industry to re-
duce Government spending in
order to reduce the high rate of
taxation and stimulate the econ-
omy and end the recession.

Speaking at the opening of
Parliament yesterday Mr de
Klerk said the Government re-
garded the reduction of taxation
as “a matter of urgent impor-
tance”.

He added that “inasmuch as it
is at all possible, it will be at-
tended to in the forthcoming
Budget, difficult as that may
be.”

Daunting challenges

Mr de Klerk said that chief
among the daunting challenges
facing South Africa was the
pressing need to accelerate the
process of economic growth.
This would generate work and
income for the fast increasing
workforce and support the ex-
tensive development programes
which the country had em-
barked upon.

The long recession, with all of
the social problems it brought
with it, coupled on the one hand
with urbanisation, droughts and

natural disasters, and on the
other hand with combatting
crime and violence, had placed

. heavy demands on the Govern-

ment.

“We have had to grapple with
resulting strong and often justi-
fiable demands for higher state
spending, but we have succeed-
ed in limiting expenditure to

levels which could be financed )

with minimal disruption.

“However, if we are to ensure
that the level and composition
of state expenditure plays an
ongoing positive role in econom-
ic growth, additional and relati-
vely drastic structural changes
will have to be made, especially
in respect of current expendi-
ture.”

Tight rein

He said that many depart-
ments would receive “reduced”
allocations and warned that the
Government would crack down
on departments which over-
spent.

He said a tight rein was being
kept on all allocations for 1992-
93.

All Government departments
would have to submit a proper
management plan to ensure that
they kept within their “reduced”
allocations.

New approaches and methods
were being used to this end, and
unprecedented discipline’in re-
spect of public spending would
be applied in the coming year.-

“Our determination to keep
State expenditure within rigor-
ous limits is not a fad. The high
and rising level of such expendi-

. ture impinges directly on our al-

ready onerous burden of tax and
debt-servicing.”

Mr de Klerk said the Govern-
ment was still pursuing the sys-
tematic lowering of tax rates on
companies and individuals to

MR DE KI.ERK

neutralise thelr unpact on dom-
estic interest rates and savings
and also improve mternatmnal
competmveness e 3

P lmponanf

“Regrettably, circumstances
have prevented the Government
from moving as rapidly on this
front as it would have wished.
Nevertheless, it remains a mat-
ter of urgent importance.”

“Further cuts in the tax rates
of companies and individuals
are an 1ndlspen51ble part of our
poliey.” .

He said the cut in the rate of
VAT from 12 percent to 10 per-
cent had produced an apprecia-

‘Qur, deierminaﬂon to keep State expen-
diture wifhln rigorous limits is not a fud.

ble loss of revenue. But this had
helped, together with other
forms of aid, to reduce the ad-
verse impact of the change-over
from GST.

The changeover to VAT and
the decline in economic activity
had resulted in lower income
and a higher defxcxt than
planned.

“Fortunately, this temporary
imbalance was concentrated in
a period of pronounced weak-
ness in general demand. There-
fore, it performed a valuable
counter-cyclical role, was easily
financed and had a negligible ef-
fect on inflation, which is still in
a long-term downtrend to
healthier levels.”
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INVESTMENTS and income tax
are not only very confusing to
most ordinary investors, but also
to tax planners, investment ad-
visers and even the Receiver of
Revenue himself. .. o

tax-free, some partially tax-free
while others are fully taxable.
However, every serious investor
should at least know the basic

kinds of investments on offer be-
cause to ignore the effect of in-

be a costly mistake.
-4 Take, for instance,
who has R100000 invested in a

o
someone

sy 2

fixed-income deposit earning 15
percent (R15000 a year). The first
R2000 of
any tax, which means that the in-
vestor has-to pay income tax on

Some investments_today” are__|

difference between the various:

come tax on investments would,

incomne does not attract

R13 000 according to his/her aver-

| Investments ca

£

age rate of tax.- N

Using 30 percent as an aver-
age, the tax comes to R3900. With
the -R2 000 untaxed portionthe in-

-vestor -ends up with R11900,
equivalent to a return of 119 per-
cept.- - ¢ T

As a general rule, most income-
earning investments will attract
income tax on the income, apart
from the first R2000. Hopefully
this will be increased in the fu-
ture.

. Some investments made prior
to the 1990/91-tax year still have
a tax-free element, but this con-
cession is currently being phased

out at 20 percent a year. By 1895
this concession will have been
phased out.

Investments that fall in this

category include special tax-free
indefinite period building society
shares and deposits, building se-
ciety subscription shares and de-
posits, building society deposits,
made under the state-aided home-
ownership saving schemes, Post
Office savings and telebank de-
posits.
“To make matters even more
confusing, different maximum
amounts apply to all these types
of investrnents.

All other kinds of income-earn-
ing investments like fixed depos-
its, participation mortgage depos-
its, call accounts, post office and
bank savings accounts are fully
taxable apart from the first
R200¢.4....

t
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with a low

are treated differently. The divi-
dends paid by share investments,
listed or otherwise, do not attract
any income tax. Prior to the
1990/91 Budget dividends attract-
ed income tax according to a slid-
ing scale, but this was abolished
on the recommendation of the
Margo Commission of Inquiry
into the tax system. Ther i

t for
average rate of tax.
Life insurance policies, espe-
cially endowment policies with a
minimom of life cover for ten
years or more 4o not attract any
income tax. Because the returns
on most, not all endowment poli-
cies, have generally outpaced the

here was that companies already
paid tax on their profits, which

lar with the i public.
However, should an endowment
be matured before the ten years

meant that tax on the
amounted to double taxation.
Property unit trusts which are
\isted on the JSE, again are treat-
ed differently. The income gen-
erated by the property trusts are
not taxed at company level but
only in the hands of the owners,
and then
which applies.
sider property

at the average tax rate
That’s why 1 con-
trusts a fairly good

ds will attract
income tax.

The income tax status of unit
trusts can also be very confusing.
Unit trusts receive their income
from two sources: the dividends
from companies in which they are
invested, and income from the
cash-investment that they make.
These make up what is called the
income-distribution.

varying gww_mﬁww_:mwm@

sunaryEre

Now here ¢ s the tricky’)
part: dividends are not taxable;»
the same applies in the case of
unit trusts. 4o

Income received from income-
generating investments do attract
tax, )

Normally unit trusts do not
have a lot of money invested in
liquid investments, but this varies
from time to time depending on.
the trust’s-outlook on the equity-
market. When fund managers are.

bullish they buy more shares (and 1.}

hence have less cash invested)
while if they are cautious, they
hold more cash. This means more
income for the unit trust holder.
And if you are by now hopeless-,
Iy confused, wait until next week |
when I discuss income tax on re-
tirement annuities as well as that’
dreaded thought: A capital gains
tax.

T
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CLAIRE GEBHARDT
Weekend Argus Correspondent

SLASH government
‘spending. Don’t increase
.“taxes. Create tax incen-
tives.

That’s the overwhelming
consensus of South Africa’s top
businessmen, who, polled by
Business this week, called for
Mr Barend du Plessis to give
tax incentives for growth.

Six weeks before the Minis-
ter of Finance delivers his
Budget they were unanimous
that in spite of the govern-
ment’s severe shortage of cash,
more money must be ploughed
" back into business and to pri-
vate individuals to stimulate
the economy.

The overwhelming consensus

swas that the solution to the
irevenue shortfall was not for
government. to seek new
ssources of revenue, but to cut

.its own expenditure drastically.

R e
BARRY SWART

Businessmen urge:

The biggest whinge was bu-
reaucratic duplication of apart-
heid structures.

Nearly all the businessmen
urged cuts in defence and some
suggested the money saved be
used to bolster the police force.

Increasing the rate of VAT
“willy-nilly” sent shivers down
most spines.

Another specific suggestion
was to reverse the decision to
tax bursaries, as education
would assume a pivotal role in
the new South Africa.

There were hardly any calls
for lower interest rates be-
cause most accepted that the
inflation bogey was rampant.

Businessmen called for job
creation and said high corpo-
rate and personal tax rates
were killing the economy.

The Budget this year is re-

BRIAN GILBERTSON

garded as crucial because of
the volatile political climate
and the huge risks implicit in
constitational change.

This newspaper set out to
discover what the backbone of
South African business felt
could be done to get the coun-
try on an even keel economi-
cally in these difficult times.
This is what they said:

Mr Brian Gilbertson, chair-
man of Gencor: “The real prob-
lem facing South Africa is ris-
ing unemployment as a
consequence of no growth. We
need a fiscal environment
which is conducive to new in-
vestment such as exports. Tax
holidays could be considered
and low cost funds for new
ventures that add value.

“The Section 37E allowance
for beneficiation is a good in-

centive but doesn’t go far
enough. Ring fencing prohibits
investment and must be abol-
ished. Barplats would still have
been open were it not for this.

“We have another gold min-
ing project we are looking at
and it is a tricky decision
beause of ring fencing.” (Ring
fencing limits mines from
making effective deductions of
capital expenses on new mines
from older mines).”

Mr Barry Swart, First Na-
tional Bank chief: “The Minis-
ter must encourage investment
in productive means by giving
a boost to confidence. Business-
men are loathe to take the nec-
essary longer term view —
five years is about as far as
you want to right now.

“We need tax incentives or a
cash payment once the thing is

Y o
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up and running — say an 80
percent payback. This will get
employment levels up and in-
crease economic activity. A
housing boost is crucial and
would take a couple of thou-
sand people off the unemploy-
ment list.

“From a purely financial
view, banks and mortgage
lenders have a commitment to
make funds available but do
not want to lend on an empty
piece of land. Corporate and in-
dividual income tax rates
brought down to 40 percent as
soon as possible.”

Mr Dorian Wharton-Hood,
Liberty Life managing direc-
tor: “The main emphasis must
be on containing expenditure
and cutting corporate and indi-
vidual tax rates rather than
raising more revegue —

there’s an enormous amount of
waste.”

Mr Gordon Utian, Premier’s
deputy chief executive: “The
Minister must stimulate the
economy through industrial in-
centives which will give people
jobs and get exports going.
Company tax must be reduced
to encourage overseas invest-
ment,

“We need to give VAT relief
on essential foodstuffs and
medicines and then negotiate a
one or {wo percent increase

with all the political players.”

Mr Eugene van As, Sappi
managing director: “Cut gov-
ernment spending drastically

‘Create tax incentives to boost growth in SA’

we just have more bureacrats.”

Mr Don Bodley, Adcock In-
gram chief executive: “In-
crease export incentives, re-
duce government spending,
give incentives for personal
saving, spend more on health
care.”

Mr Bert Wessels, Toyota
chairman: “The manufacturing
industry needs support through
investment allowances. Compa-
ny taxes are too high. Because
we don’t do inflation account-
ing when we replace our capi-
tal equipment our effective tax
rates are well in excess of 48
percent.”

Mr Hugh Herman, Pick ’'n

and spend it where it is
If you spend on infrastructure,
at least at the end of the day
you have a railway line or a
hospital. The way we're going

Pay g director: “Gov-
ernment should allow a tax re-
duction or some specific allow-
ance for job creation. The poor
relief scheme must be acceler-

ated and exemptions given for
VAT on basic foodstuffs.

Mr Gerald Leissner, Anglo
American Properties chair-
man: “The best way to create
employment is to grant tax in-
centives to stimulate manufac-
turing and construction activi-
ty.

“The provision of shelter has
to be a priority and there must
be assistance through subsidies,
a lowering of the interest rate
or the allocation of more mon-
ey to the IDT.”

Mr Mervyn King, Frame
chairman: “Reduce taxes and
eliminate bureacracy. Keeping
money tight and interest rates
high may be technically cor-
rect but given the increase of
employment in the non-produc-
tive govenment sector and the
decrease in private sector em-
ployment, it is disastrous and
won’t bring down inflation. To
increase VAT would be sui-
cide.” .




VAT rate.
‘need not
be raised’

P ’I‘ORIA.?’P uring
the first two months of its
irplémention, VAT gep-
erated the revenue that
had been budgeted for,
finance department In-
1and Revenue deputy di-
rector - Peter Frank- said
yesterday.

“Ho told a meeting of ‘the -

South “African National
Consumier Union-this
meant-that the VAT:rate
need ‘not-be raised.:

However, he wis not
the Minister of Finance
and, could not make any
promises in this regard.

Frapik: said; during. the
first, month of: VAT in-
troduction gnly R1,2bn in
revenue had been acerued
but the gecond month
brought’in R1,8bn =-giv-
ing'an average o R1,5bn -
per month that ha

T been
budgeted forL} &TO‘P’
der to

Frank 'said in or
make a"proper appraisal
of VAT'S efficacy, one had
o' wait until six months’
figures were available.

Tt was. not clear yet to

Vatswatch, ProfiLouise
1d the meeting

pleted:its'ta
soon disband. — Sapa

————
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xﬁ.m first time in many years
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‘partments will get ‘“‘re-
uced” allocations.

This pledge was given by
‘President De Klerk during his
peech at the opening of parlia-
iment.

- In previous years govern-
ment departments could at
“least count on getting increases
4 vequal to the inflation rate and
i usually on top of that a bit ex-
Stra.
The government has been
i under increasing pressure from
commerce and industry to re-
‘duce 'government spending in
oamn to reduce the high rate of
«taxation and stimulate the
economy and end the recession.
¢ Mr De Klerk said the gov-
. ernment regarded reduced tax-
;es as. “a matter of urgent im-
ucnnwano
!" He added that “inasmuch as
it is;at ‘all possible, it will be
attended to in the forthcoming

B

pressing need to accelerate
Vmooson:n growth. This would

wcnmwn 925:: Wm that may"

1ax C

“"of “‘companies and individuals

Do<8.b§.mbd
spending to
be screened

generate work and income for
the fast-increasing workforce
and support the extensive de-
velopment programmes.

The long recession, with all
of the social problems it
brought with it, coupled on one
hand with urbanisation,
droughts and natural disasters,
and on the other hand with
combating crime and violence,
had placed heavy demands on
the government.

“We have had to grapple
with resulting strong and often
justifiable demands for higher
State spending, but we have
succeeded in limiting expendi-
ture to levels which could be fi-
nanced with E::E.& disrup-
tion.

He said that many depart-

‘ments would receive “reduced”

allocations and warned that the
government would crack down
on overspending.

Management plans were ex-
pected.

‘“Further cuts in the tax rates

are also an indispensible part
of %5 policy.” Mr De Klerk
said.
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By CURT VON'REYSERLINGK

FOREIGNERS who bel
tax on interest earned fi
African banks are in for
of Revenue says their |

Sources in three
disbelief this week
ers’ interest to be
taxed since the abolition
tax on non-residents’
interest earnings in
March 1988.

The tax authorit’ »s have
not tried to collect tax on
non-residents’ interest
since then,

But Commissioner for
Inland Revenue Hannes
Hattingh confirms that his de-
partment is tapping this
source of revenue,

“We are only applying the
law which states that if the
capital on which the interest
is earned was made available
in SA it is subject to tax no
matter where the investor
lives,” he says.

Depositors in countries
with double tax agreements
with SA ~ they include the
UK, the Netherlands and
Switzerland — are subject to
a tax of only 10% on interest
earnings.

But foreigners from coun-
tries with which SA has no
double tax agreement — they
include the US, Greece, Por-
tugal, France, Italy, Japan
and Australia — are taxed at
the full marginal rate of 43%.

Biggest

Inland Revenue law appli-
cation director John Hanssen
says: “People do not seem to
realise that the 10% withhold-
ing tax was merely an ad-
vance which could be set off
against normal income tax,
which is also payable on inter-
est.” .

A tax expert says Mr Hans-
sen's statement is in line with
the judgment in the Lever
Brothers case where it was
held that the source of inter-
est is deemed to be where the
capital was made available.

Business Times knows of 12

, cases where the Johannes-
burg Receiver of Revenue has
demanded tax on interest
earned by foreigners. One is a .
diplomat who was once sta- |
tioned here, J

Another foreign depositor !
has been billed for more than '
R130000 tax on his interest
earnings of about R320 000 in
the 1991 tax year. This
reduces the interest on his
deposit from a pre-tax 17%
to under 10%.

All 12 depositers have ac-
counts at a Johanneshurg
branch of a small bank which
has links abroad. The branch
manager says.the Receiver
instructed him this month to
withdraw whatever sums are
necessary from the accounts
of the depositors to pay tax.

“They picked our biggest

lieve they need not pay

rom deposits in South
ashock. The Receiver
nterest is taxable.

of the biggest banks expressed
that the law allowed foreign-
taxed. They say it has not been

of the 10% withholding
customers and are probably
doing a trial run before they
start collecting from the
others,” he says.

Tax inspectars visited an-
other small bank with
foreign connections this
week. They said they would
instruct it to collect tax on
interest earned by some
foreign customers,

So far the biggest banks
have received no such direc-
tives.

A source at a small bank
says: “It is unfair. It discrimi-
nates against us in favour of
the larger banks. It will force
our foreign customers to |
withdraw their funds in our
bank, This will strain our re-
sources because a high per-
centage of our deposits are
from foreigners.”

But Inland Revenue says
the law is being applied
equally to all. Collections are

©To Page 3
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INLAND Revenue doused recent specula-

faxman

3
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tion of a VAT-rate rise at the

saying that VAT revenues were right on”
target and there was “little reason” for a

rate increase: - .
Inland Revemié VAT deputy director

Peter Frank, speaking at an SA Consumer -

Council meeting in Pretoria, said: “I can-
not make any promises and the Finarice
Minister may still change his mind . .. but
there is little reason for the VAT rate to go
up becausé average VAT revenue of
R15bn for’November and December is
spot on target with budget.”

Inland Revenue was still battling to get
a banking system in ‘place to deal with
_incoming VAT revenue and it needed about
six monthg:to settle down.

Frank added there was a good chance
that some.food exemptions, due to- fall
away in March, would be extended. Gov-
ernment was losing about R400m a month
because of food exemptions,

Furthef evidence of government’s satis- v

faction with VAT's implementation was
the imminent disbanding of the Vatwatch
Committee which was put.in place by the
Dépagiient to allow consumers
nces about the new tax

>sed: at the end o
last year, the Vatwatch Committee still

existed. But it might be concluded soon,
leaving the ball in business’s court.: -
1t was still too early to say whether the
benefits of VAT had been passed on. Corn-
petitive advantage would play a major
role in keeping prices down, but there were
some products with virtual monopolies.
The consumer’s role in the VAT imple-
mentation process had been critical ini the
earlier stages, but VAT was now a silent
tax and there was Jittle the consumer could
do‘at fhis stage, Tager said. ™ %
The role of Vatwatch had been-to pro-
mote consumier awareness and the weapon
it had against business was the thiredt of
exposure, Both had worked succéssfully
during its existence, she said. ‘&
Advertising for VAT had cost’]
ment R10m, of which a third hadgone,
towards Vatwatch advertisements.
Frank said: “This may seem a lof, but it
works out at 30c a head, including the
TBVC population, to tell peopléyabout
VAT, With the benefit of hindsight, we
realise we spent too much time conyincing
people that VAT was a good thing-and not
enough time teaching them whatrit -was
about” S 4
Government had funded Vatwatch ac-
tivities to the tune of R460 000; which in-
cluded Vatwatch premises, staff and news
releases. :

:
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Cuts in

tax  very unlik

CAPE TOWN Sharp increases

. in current government spending

would make it very difficult for
government to implemtent its in-
tention to reduce the maximum
marginal tax rate of individuals
to 40% from the present 43%,
Sanlam chief economist Johan
Louw said in:the latest Economlc
Review. -

“In fact-It 18 doubtful whether the
intended downward ad)ustment will
- be possible without increasing VAT
and/or othét indirect taxation. Such a
line . would; nevertheless be in step
with the world trend of mcreasmg
- reliance on indirect taxation.”

Louw ‘believed the Budget was
likely to be. reasonably stimulatory to
support the upswing and felt there
would bétroom for mild downward
adjustments’in interest rates during
-the .next.12.months.

A cut in,Bank rate.in the first
quarter was,expected with the prime
overdraft rate also being adjusted
downwards, Capital market rates
were llkgly to drop in coming months.

Louw said the financial position of
consumers would improve in the
course of the year due to the lower
rate of inflation, expected to drop to

12% by year-énd to give an average
of 14% for the year.

But he warned that no improve-
ment m;economlc conditions was
- likely Léfore about June this year,
_and wheri;the recovery did material-
ise it wis' expected to be sluggish
initiallyNevertheless, Louw predict-
conomic growth rate of
Athis ylear‘ compared with

99

gun without the

economy hdﬂ eached the lower
turning point fofsHe:btisiness cycle
and amid consiflerable’ uiiderfainty
about the quality and extent of the
' next upturn,

. shown significant declines. Theirising

[ LINDA ENSOR

“There are clear sxgns of contmued
poor condmons in various. sectgrs of
the economy,” Louw said. ' st

“Private consumer spending’and
real fixed investment *have¥ dlso

unemployment figure an
pointing Christmas sales ari
proof of the weak economic!
In fact, the non-agricultural S5
the economy isstillina recesd
phase.”

Louw cited the continued
ment in exports, more fayi
capital movements, contm

tiekar
policy and slightly lower inflafion®d
factors which would give imp
an economic recovery this year

He expected the upswing in|
be underpinned in mid-1992 {b
more synchronised recovery phase of
the world economy which- would,
however, take longer to get off' the
ground than originally thoughteand
would be moderate.

The lifting of sanctions®andi’
proved political relations-would se
an improvement in thie, capital
account of the balance ofi] payments
and result in an increasein foreign
reserves. In the first nine:months of
1991, the net outflow of tapital had
fallen to R1,4bn from RZ9bn.

A surplus on the current ‘account of
Rshn was expected, cofhipared to
R7bn in 1991 due to hightr imports
and higher foreign serviceip:

The fight against™
likely to be aided by
creases, a moderate’interest rate
drop, a slower growth of money sup-

‘ply and credit extension, and the fil-

tering through of VAT concessions on
capital and intermediary inputs.




recent speculation about a
the weekend that VAT reve,

the finance minister
there is little reaso
because average VAT

would be extended.

Advertising for- VAT
_R10million, of which a-
* Vatwatch advertisements. 3f5
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The Consumer
has ¢ome out in support
of the retention of tax
deductions-for contribu-
1. tions to retirement, ém-

H Ve

N A

extra provision for
refirement. il
+This follows a propos-. |
af by the Commissioner .,
of Inland Revenue that.,
these{deductions be ter-,
| minal bt et
‘| «Council director Jan
Cronje said the ‘pising
il cost of living was _re-
gulting in retired per-
sons barely being "ahle
to keep .their heads
above water with an in-
come from an “employ-©
er’s pension fund alone, "
Retirement annuities of-
fered consumers & con- .
yenient way of putting
aside more money or |
their old age. ottt i
“The concession that
contributes to.these an- ;
nuities may be deducted
from taxable income en-

vest in them. Even
though they do have to
pay tax when the annui-
ties are paid out after

retifement, they are en-
joying a tax benefit in
time,” said Mr

ean
|: Cronje. ~*

He pointed
|. the|proposal .was ap-
- proyed, people would be
disdouraged from buy-
. ing hnnuities since there
would be tax on contri-
ay-

outs. .
“If contributions are
also taxed; holders of
" annuities may find it
- more advantageous to
e contributions and

to thake ‘the annuities

CTTHITE - rde et

fully paid up, L

“ courages people to in- i
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path of artt

CAPE TOWN — CP leaders gave the im-
pression that they were deliberately choos-
ing the path of armed struggle rather than
negotiation, Piet Swanepoel (NP Nomi-
nated) said yesterday.

Speaking in debate on the President’s
address, he said the best thing the CP could
do would be to come to Codesa to partici-
pate and put their case,

NP secretary-general Stoffel van der
Merwe said the reasons given by the CP for
Bot participating in Codesa were not valid,
He said the principle of self-determination
Was recognised by the NP and would be by
Codesa. The CP should not hide behind the
Codesa’s declaration of intent as a reason
not to take part. T

“The CP had still not made it clear what
it meant when it spoke of self-determina-
tion for the volk. Some members of the CP
referred to whites, others referred exclu-
sively to Afrikaners. The CP was also not
prepared to map out a territory or area in
which it wanted self determination.

But Cehill Pienaar (CP Heilbron) said
the CP would act counter to its pro-

gramme of principles and would damagy
its credibility if it took part in Codesa.

He said the CP could not simply eras:
three centuries of progress. Codesa’s dec
laration of intent did not acknowledge th
principle of self-determination for whic
so much blood had been spilled.

The NP reminded him of the spider thai
was eaten by its partner after mating,
“After the NP has mated politically wit
the ANC, that partner will bite your hea
off,” he said.

Pienaar also challenged President F
de Klerk to make one less trip oversea

and visit the drought-stricken highveld far-:

mers instead to see how their financial
situation was deteriorating daily.
De Klerk had said SA could not b al

a

Development Aid

to he ismantled
\DET 29 145 .

CAPE TOWN - abinet had decided
to dismantle the Development Aid Depart-
ment by March 31 in a move towards more
equitable governmerit services, Regional
and Land Affairs Mipister b de Vil-
lers said yesterday. (

The Cabinet also had decide a
22 to di le the SA D lop t T
with effect from April 1, he said.

The Act which established the trust had
been repealed by the Abolition of Racially
Based Land Measures Act of 1091,

The Act provided for the trust to be
phased out, as well as providing that the
President could repeal the remaining sec-
tions of the 1936 Trust and Land Act, which
were retained for transitional purposes.

“Government is committed to rational-
isation of the civil service with the view to
the improved rendering of services and

food importing country, but with the
drought it would in all probability have to
do so.

“Inflation i3 still the farmer’s biggest
enemy, and if government does not take
drastic action to protect the farmer one
way or another we will indeed become a
food importing country.”

Reduce the tax burden, says chamber

’
PRETORIA — The business community
would believe government commitment to
cutting state spending when they actually
saw it happening, Joh burg Chamb
of Commerce and Industry president Mike
Cato said in a statement yesterday.
Stressing the urgent need for action,
Cato said President F'W de Klerk had
made it clear he excluded from the defini-
tion of effective action cosmetic conver-
sion of state revenue sources from direct
to indirect taxation. (3 29/)1]92.
Political rhetoric had been the back-
ground to continued inflation, increasing
state spending, rising budget deficits and
an accelerating sluggish economy.,
Increasing the tax burden as a quick fix
directly or indirectly would be economie-

L 1

big and sma] iness_to_the wall, he
warned. 3220 ?@S
Cato said there was a esperate need for

stimulating business growth. .

Never before had the timing been so
right for an economic recovery. “The com-
ing Budget must reduce the tax burden.
This can only be done by reducing the
demands of the state on the fisens”

Any increase in the VAT rate, in particn-
lar, was absolutely unacceptable to busi-
ness in Johannesburg in particular and SA
in general.

SA could lead the whole southern Afri-
can trading area into an era of growth and

GERALD REILLY

ally and politically foolish and would drive<y development if given the opportunity.

g5, where possible. Apart from this,

the implementation of new policies since
September 6 1989 also brought about the
need for existing institutions to be investi-
gated with the view to adaption, restrue-
turing and reform to allow equitable gov-
ernment services, without diserimination
on the basis of race or colour.”

Against this background, the role and
place of the Development Aid Department
in the government system was again thor-
oughly reviewed, ,LLE

Investigations and reco dations by
the commission of administration since
1984 had also been taken into account,

Staff would be transferred to other de-
partments. — Sapa.

Rugby to round off talks

IAN HOBBS

LONDON — President F W de Klerk and
Prime Minister John Major are expected
to round off talks in London on Saturday by
watching England play Ireland in the Five
Nations rugby mateh at Twickenham.

Political sources said that subject to
time, security matters and protocol being
satisfied — meaning no note of disapproval
from the Dublin government — the after-
noon at Twickenham is on,




X “osat ANC,L
Nactu, :SA.-National.C
sumersCouncil, SACCand:

" The’sm o/discuss
| the ““growing poverty- cri-+
sis’’ and the Government's
refusal ‘to ‘reopen’ discus-
sions on VAT, according to

the committee.
Fhe»comn

.cal services,
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BﬁSmess warns Govt

§TAR L"l
about
By Michael Cheste@

Any increase in the VAT
rate ahove the current
10 percent level would be
“absolutely unacceptable”,
big busipess warned the
Government yesterday.

The warning came amid
growing speculation about the
possibilities of heavier tax bur-
dens to be announced in the 1992
Budget due in March,

The influential Johannesburg
Chamber of Commerce and In-
dustry welcomed new commit-
ments by President de Klerk to
cut Government spending but
added thdt'the business commu-
nity would be reassured only
when it saw positive and effec-
tive actions.

JCCI president Mike Cato
made 1t clear that any defini-
tion of effectwe action”. must
exclude the cosmetic conver-
sion of State revenue sources
from direct to indirect taxa-
tion”.

He added in a statement:

“The 1992
Budget must reduce the tax
burden.”

Mike Cato ...

“For far too long now we have
heard politically motivated
rhetoric, and witnessed contin-
ued inflation, rising budget defi-
cits, and an economy becoming
mcreasmgly sluggish.

“What we would like to hear
is not the rhetoric but specific
descriptions of how this over-
spending is to be tackled.”

Mr Cato warned that any
easy way out by increasing the
tax burden, whether by direct

VAT increase

or indirect taxation in the forth-
coming Budget, would be eco-
nomically and politically foolish
— and drive many businesses to
the wall when South Africa
most needed more employment
in all areas of the economy.

He said there was a desper-
ate need for the stimulation of
business growth and that the
timing for an economic recov-
ery out of recession had never
been better.

“The 1992 Budget must re-
duce the tax burden,” he said.
The reduction could be achieved
by cutting State demands on the
fiscus and in turn cutting the
demand for more revenue from
company and private taxpay-
ers,

“Any increase in the VAT
rate in particular,” he said, “is
absolutely unacceptable to busi-
ness in Johannesburg in- partic-
ular and in South Afriea in gen-
eral.

“South Africa could lead the
whole southern African trading
area into an era of growth and
development — and never be-
fore have we had the opportuni-
ty to do so,” he said.




Barepd Tooes
choice over tax,

social spending
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CAPE TOWN — Finance E;WW w%_a
du Plessis should clarify what course he
intended following as he could not make
SA a redistributive country and implement
recommendations on tax restructuring at
the same time, Deputy Reserve Bank Gov-
ernor Jaap Meijer said at a pgrliamentary
news briefing yesterday. @W

“He cannot do both at the same time to
the extent that they should be done and he
should admit as much and spell out to us
where he is going to find his middle course.
He should admit the severe dil a_he
finds himself in,” Meijer said. %% M

Qo<m.§_.=m=n was finding it icult to
reconcile its attempts to increase social
expenditure with its planned tax reforms.
. “Like the State President I would imag-
ine the Reserve Bank is informed about the
course government expenditure is taking
when it is just about too late,” Meijer said.
The Bank was presented by Treasury with
an absolute minimum figure of expendi-
ture for the forthcoming year and was
asked only what it proposed to do about it
with mmnwa to the deficit and taxation.

“t is very hard to start cutting back on
state expenditures by departments when
the figures have already been published.”

Meijer disclosed that there had been
substantial outflows of all capital (unrelat-
ed to reserves) in the fourth quarter of last
year owing to technical reasons, though the
capital account for 1991 had improved
over 1990. The outflow for the first three
quarters was only about R1,4bn.

No breakdown of the capital account for
the last quarter of 1991 was available yet
but it had been tentatively suggested by

1 ;..mommﬂi Bank officials that the substantial
outflows were due to the abolition by the
Reserve Bank of the preferential terms on
much of the forward cover and forward
exchange reductions.
_ The Reserve Bank estimates an econom-
ic growth rate of minus 0,5% for 1991.
He said the slowdown in output had been
remarkably mild. Until the third quarter
total SA output in real terms was less than
wﬁ. lower than at the start of the recession
in first quarter of 1989. The contraction in
domestic expenditure had been larger —

L N PN

Barend fowup_jw

slightly more than 5% — s arting in the
first quarter of 1989 up to the third quarter
of 1991, The discrepancy between these

1 From Page 1

ward movement of the rand, it was Bank
policy not to allow this to happen.

There was a 5,5% drop in the nominal
effective rate during the first 10

two rates of contraction had been resp
ble for surpluses on the current account.

Meijer said the soft figures for household
consumption expenditur. for the fourth
quarter suggested a further acceleration in
the rate of contraction.

“It is sad that after holding up so well
expenditure seems to have turned into a
cumulative downward spiral of the typical
recession type,” Meijer said.

Impressive achievements had been
made with building up current account
surpluses on the balance of payments over
the past 28 quarters. The current account
surplus built up over 1991 from about
R1,5bn in the first quarter to an unofficial
figure of over R11bn in the last quarter to
give an estimated surplus for the year of
roughly R7bn.

Regarding the gold and forex reserves,
Meijer said there was a decline in Decem-
ber but the entire banking system was
heading for reserves of about R10bn to-
wards the end of 1991. January had also
been good. Although the strengthening of
the reserves might have justified an up-

months of 1991 against the basket of cur-
rencies of SA’s major trading partners.
There was a further drop in the fourth
quarter and a level pegging in January.
The 5,5% decline was slightly larger than
the inflation differential between SA and
its major trading partners, which meant
there had been a marginal decline in the
the real effective exchange rate.

Preliminary figures suggested a growth
of 14,4% in M3 money supply figures last
year, which was outside the guidelines of
8%-12%. Meijer believed that the changes
to the Deposit-Taking Institutions Act had
had the effect of causing a lot of non-
money to become money. 1f this was al-
lowed for, then money supply had been
within or below the lower limits of the
guidelines since February 1991

The Bank wanted the budget deficit to be
maintained at the IMF standard of about
39 of GDP. However, as the Bank believed
the economy was “in greater recess than it
needs to be”, a mild relaxation in fiscal
policy would not be opposed.

@ Sea Page 3




. The Co-ordin ng Com-
“miittee: on VAT (Vatcom)
decided unammously‘at
" its third summit meeting
: yesterday. to-call on; .the
«government’ to..reopen
‘negotiationsion the thx.
Cominitfee* chairman”
Dr Bernie Fanaroff said
“at a"’press “conference
: after the' meéting; which
was atténded by 80 dele-
‘gates.from -39. organisa-
tioms, that' thé summit
also unanimously reject’
ed the government’s ¢on-’
tentlon that "all ‘econo-

He added that the
R commlttee believed Co-
- desa.was purely a polm-_
~cal’ forum, a

Ciiss economlc issues! ;"
he, summit urged the
overnmeiit -to -reopen
<-negotiations. on .various-
i issues :including : extén::
y sion . of- izero-rating .;on
basic’ foods,-water ~and-
electrlcxty, -medicines
and;:medicalsupplies:}
+also resolved to-con-
€ two meetings — a’
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Pl/'/()tests promised
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By Shareen Singh

AboutJAO organisa-
tions, including Cosa-
tu, Nactu and the
ANC, yesterday decid-
ed to' mark Budget

with protest action to
get the Government to
reopen negotiations
on value added tax.
“Atd press conference
in Johanneshburg after
the third VAT summit,
Cosatu’s ‘spokesman on
VAT, gjr Bernie Fan-
aroff, said the organisa-
tions, which make up the
Co-ord’nating Commit-
tee onVAT (VCC), had
unanimously rejected the
Government’s contention
that all economic issues
should be discussed
through Codesa.

Most: organisations in
the VCC were not eligi-
ble to join Codesa, yet
they were committed to
fighting for measures
that would alleviate po-

Day ~ March 18 —

tax ~1mpasggﬁf _

very, Dr Fanaroff said,

'VAT was clearly not
working out as the Gov-
ernment claimed, and
predictions made by or-
ganisations opposed to
the tax had proved accu-
rate, he said.,

Since the introduction
of VAT there had been
1o massive increase in

* investment or purchases

of capital goods, and bu-
siriesses were increasing-
ly admitting that VAT
would not make a differ-
ence to production costs,

Instead of prices com- .

ing down as the Govern-
ment claimed, the Cen-

tral Statistical Services "

had shown an increase in
inflation and food prices,
Dr Fanaroff pointed out,
Measures to prevent
price abuse were inade-
quate and even Vatwatch
had admitted this,
Poverty relief pro-
grammes were not ade-
quate and only R14,5 mil-
lion of the Government’s
R220 million allocation,
for poverty relief had

. These issues — and
Zero-rating on basic
foods, electricity and
medical supplies as well
as special provisions for
small businesses — were
_pressing issues that had
to be discussed with the
Government, B
- “Despite what the
- Government says, we be-

* lieve they will increase

the VAT rate,” he said.
- The organisations at
- the VAT summit had de-
cided to convene a series
, of public hearings on
“February 14 and 15 to

+Which members. of the

public as well as Finance

“, Minister Barend du Ples- -
#tsis would be invited to
" air their yiews on VAT. ..,

“ A free telephone ser-

- viee would be in opera- .

“tion on those days. The

. humber to dial from any-
««Where in South Africa '

was 0800-11-7611.

A food price summit
and a poverty relief
forum would also be con-

- vened in coming wegks.

DR —
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Committee chairman Dr Bernie
Fanaroff said at a Press conference after
the meeting, attended by 80 delegates
from 39 organisations, that they had also
unanimously rejected the Government’s
argument that all economic issues should
bediscussed through the Convention fora
Democratic South Africa,

He said the committee believed Codesa
was purely a political forum and did not
have a mandate to discuss economic is-
sues.

“We can’t accept recent indications
from the Government that it is only pre-
pared to consider discussing economic
issues through Codesa.

“Most drganisations in Vatcom are not
eligible to join Codesa and yet are com-
mitted, in'the face'of increasing.poverty,
tofight tooth and nail forimmediate meas-
tres whichi can alleviate the suffeting of
the poor.” '

Valcom recommitted itself to urge the
Government to reopen negoliations on
issues such as: N
* “# The extension of zero-rating on basic
water-.and, qleblﬁcity, medicines

" * Spetial provisions for small busi-
“nessesy y
. * A properly negotiated poverty relief

programme;

* Anend to spiratling food prices; and to

* Dissuade the Government from in-
creasing the VAT rate.

Delegates resolved to convene two meet-
ings - a food price summit and a poverty
relief forum.

Fanaroff pointed out that food prices had
rocketed since VAT was introduced.

It was proposed a meeting shouid be
arranged with the food producers and retail-
ers to find out the reason behind food price
hikes. : ,

and a campaignfor-lower prices be
launched. - : LI

—— e
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two largest trade union fed-
erations, -Cosatw and Naetu, - fo-
-gefher with other mdependent_
unlons ‘and community organlsa-
tidns, have {hreatened goyern-
; ment: with ; “unprecedented. pro-
tesfs” if it increasés the VAT rate
*and does not 1mpose zeru-r tings

. t .on. basic foods b the d of
) B
= :ﬁ
o

Marveh,.,
- And last mght Consumer
Council offered to. replage - the

‘function of tempo price

" cessing all VXT% mp :0n b
half of Vatwatch and would con-
i | tinve to do so. i |
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JITTERS among foreign investors about
tax-on their investments in SA sent the
finrand tumbling yesterday in one of the
biggest freefalls seen on the currency mar-
ket.in a single session.

The unit plunged from R3,25 to the dol-
1ar to touch a low of R3,48 before attract-
ing:buyers at the softer levels. It closed
4,4% down on the day at R3,38 to the dollar.

&his was roughly in line with the low of
R$38 last July when the unit began an
uptrend which took it to a high of R2,99 to
thé dollar in November.

Dealers said the sell-off could have been
sparked by a weekend report that foreign-
"ers’ income would be taxed.

Inland Revenue chief director (legisla-
tion) Hennie Smit said yesterday the tax
department was preparing a statement to
clarify the tax treatment of foreign invest-
ments in SA. The statement would rein-
force existing legislation which says divi-
dends received by foreign investors are
subject to non-resident shareholders’ tax,
while interest earned from SA investments

investors to.declare income from SA in-
vestments to Inland Revenue, Smit said.

Standard Bank assistant GM foreign ex-
change Willie Potgieter said this could

1992

1991

is subject to income tax. The onus was on

Graphic: FIONA KRISCH  Source: BNET
have negative implications for foreign de-

_posits in SA as it effectively reduced the

yield on those finrand deposits. .-
A currency dealer said: “There are nu-
merous stories doing the rounds but ... .itis
difficult to estimate the amount of fin-
rands involved.” s
Some finrand dealers said the sell orders
were between R150m and R200m. They
named two ifistitutions; one in the Far East
and one in Germany, as possible sellers.
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Depositors hooked 7,

Hon-resident investors who thought their in-
terest on SA bank deposits was tax-free have
been operating in a fact-free environment. If
they have not already been assessed for inter-
est, they will be in the near future.

The question may also be asked whether

some banks — if not all — have given their 1

clients less than optimal service in failing to
advise them of some basic principles of SA
tax law. Only interest on certain specified
types of securities are exempt from income
tax in the hands of non-residents — notably
RSA, Eskom and certain other public-sector
stocks.

The basis for taxation under SA’s system
is whether the income has a local source and
it is clear that interest on local bank deposits
is taxable — either at the rate applicable to

ECONOMY & FINANCE

A 2iiq (2200
companies or at the scale of progressive tax-
ation applicable to individuals. This is con-
firmed by John Hanssen of the office of the
Commissioner for Inland Revenue and by
Ernst & Young tax partner Ian MacKenzie
and Kessel Feinstein tax partner Ernest Ma-
zansky. :

During the period it was on the statute
book — from April 1 1967 to March 16 1988
— the non-residents’ tax on interest (NRTI)
operated analogously to a provisional tax
payment as an advance on tax that was
payable anyway. )

Non-resident depositors should have filed
a tax return like any resident, adding up
their SA-sourced income and claiming for
deductions. Income tax was payable before
NRTI and remains payable now.

Mazansky explains that NRTI was re-
pealed following the enactment of the US
Comprehensive Anti-Apartheid Act, which
deprived American lenders of tax relief on
SA income and of the imposition of world-
wide sanctions. This was done to ease SA’s
difficulties in borrowing from abroad.

Lenders and depositors resident in certain
major countries, such as the UK, Germany,
Switzerland and the Netherlands, are taxed
at 2 maximum rate of 10% in terms of double
tax treaties between those countries and SA.

Hanssen says the banks have now been
appointed agents of Revenue for collection
purposes, a procedure available under the
Act. And Hanssen says the Johannesburg
Revenue’s office is now actively following up
the question of assessing non-resident de-
positors for past failure to declare interest
income. .

Hanssen denies that Revenue officials are
discriminating against clients of smaller
banks. This would not be in the interests of
logic, equity or effective revenue collection!

Mazansky and MacKenzie agree the
amounts likely to be involved are not great,
because it has always been, and still is, quite
easy to structure large commercial loans to
SA borrowers in such a way that the creation
of a local source is avoided, The problem is,
therefore, limited mostly to deposits by indi-
vidual residents overseas who might, for ex-
ample, have been speculating in the finrand
and have parked the money brought in
through that medium in a bank deposit.
Affluent emigrants are likely to have placed
their money in Eskom or RSA stock and so
avoided this problem.

Mazansky does not believe Revenue will
take a punitive line (that is imposing penal-
ties) and will content itself with collecting
the tax due, as he doubts whether there has
been an intention to evade tax. | |
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on RA's vary
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AS we found out last week, income tax
is a headache for investors and makes

financial planning as absolute misery
for most people.

But, P'm told, our tax system is rela-
tively simple when compared with
those in many other countries such as
France and Belgium.

The question of retirement annuities
and tax liability creates a lot of confu-
sion and this Was particularly evident
this week on Financially Speaking, MY
radio show on Radio 702.

Despite the fact that hundreds of

" thousands of people contribute to re-
: tirement amnnuities oF derive an in-
| come from this type of investment, the
level of ignorance is astounding. :

And once again one can only blame
the large life assurance companies
who market these products. They
might think they are doing a good job
‘educating the public about these prod-

* ‘dets, but the simple truth is that they
‘are not.

-« With that off my chest we can now
discuss RA’s and income tax. This arti-
cle deals with the income tax-element
-after maturation of an RA. By now,
hopefully, the tax benefits of RA con-
 tributions are well known.

There are two types of RA-pur-
chases, one compulsary and one volun-
tary.

Compulsary retirement annuities
. {CPA’s) have to be made when some-
one, who has been contributing to an
RA-fund retires, which is anytime be-
tween the age of 55 and 69. One third of
the capital vaiue at retirement can be
taken in cash, tax-free up to R120 000
(the rest is taxed at the taxpayers’ av-
erage rate of tax) while the other two-
thirds has to be used to purchase an
annuity.

An important point to remember is
that the annuitant (the person who
takes out the annuity) is under no obli-

e

gation t0 purchase an annuity with the
fife company where the capital resides.
ts an open ‘market and one should shop
around for the best possible annuity.

Most people seem to think that all
life companies are i
comes 10 purchasing an annuity. This is
definitely not the case and sometimes
the difference can pe as much as 20
percent. )

The income from 2 compulsary pur-
chased annuity is ful taxable. As Tre-
vor Williams, director of Willis Faber
Enthoven and my guest on Radio 702
aid: “You might postpone your tax lia-
pility with RA’s but you never escape it
totally”.

The income tax 'on CPA’s has 10 be
deducted by the life companies accord-
ing to the official Employee’s Tax De-
duetion Tables, for which the annuitant
will receive an IRP5 -certificate indi-
cating the amount of tax paid.

Voluntarily purchased annuities
(VPA's), on the other hand, are treated
somewhat differently for tax purposes.
VPA's are made when, iB return for 2
lump-sum investment, the insurance
company undertakes to pay an income
at fixed intervals at & fixed rate of in-
terest. ’

As the annuity comprises 2 repay-
ment of interest a8 well as capital, the
capital portion of the repayment is ex-
empt from tax. This is calculated in
terms of & rather complicated formu-
1a, which fortunately for most, i8 done
by the financial company.

But the life company only deducts
tax based on the income you receive
from them. In many cases this could

. mean an underpayment if there is

. other taxable incomeand often causes

. amnasty surprise. Don’t let it happen 10

{ you. :

@ Next weel: Income tax and life as-
surance products. ..



Minibus taxis still

create tax

THERE were still serious problems in assert-
ing effective control over tax revenue from

minibus taxis, the Auditor-Genera] said in his .

Feport on General Affairs accounts, - i

He said an investigation fndicated that only a
very small percentage of minibus taxi owners
were registered astaxpayers. " o

“Although subsetguent follow-up investigations by
the Commissioner for Inland Revenue have yielded
encouraging results, serious problems are stil] be-
ing eneountered in asserting effective control, on a
cotntrywide basis, over a revenue source with a
potential of hundreds of millions of rand per year.”

The Auditor-General also Said he had written to

*-ure for the year beforé, .

: BN Ll
headache ™

the Comxhiséionéi‘ for 'Ihian& f{"evemi; about the in-
efficient use of existing tax-collection mechanisms
‘which could\ result in a loss of revenue.

Assessed income tax for individuals outstanding
for more than three months on March 31 1991 was
R705 million, an increase. of 24 percent on the fig-

ot

The Auditor-General listed figures which showed
that individual income tax for the year ended
March 31 1991, totalling R23 billion, was R2,6 bil-
lion more than estimated, while company tax was
R1,5 billion less than anticipated.

A total of R20,2 million in personal tax had been
gvritten off during the year as irrecoverable, —

apa. . . ..
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Pension paranoia@® :
FINANCE MINISTER Barend du Plessis
this week denied the government had ¢
decided to tax publig-servapts’ retirement
gratuities. { (€] :

The statement ot ¢O! a moment
too soon: scores of officials have already
opted for early retirement merely on the,
basis of rumours that the tax was on the
government’s agenda. :

Signs of the dawning new South Africa

— public service paranoia. H

’

?
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INLAND Revenue had not made ch

o the taxtreatrment of uforeign irvest: .

ments, tax officialsireiterated:on Friday.in
responge to speculation that the tax de-
partment was cracking down more heavily
on: foreign investors. J

The; speculation was said to have
sparked  the sell-off* of financial rands;

] hed the unit to a low of R3,48 to

6rms of existing legislation, divi-

f

subject to nofjirésident shareholdeis’ tay,

while interest’ edrned from SA'invest." "

ments, other than certain investments in

2 . .
"7 lLestev LamBerT ]
gilts, is subjéct fo the Income Tax Act,
Bona fide non-residents are exempted
from tax on interest egrnel m invest-
ments in gilts: o0 .
Inland Revenue would 1SSu€ a statemient
to clarify the situation, the officials said,
Eskom finance. GM Mick Davis said the
 speculation miight have been prompted by
an Inland Revenue reminder that the onus-
was on investors to detlare income
-solireed from.SA investments, <%
A tax official confirmed 1 ny Joreign

investors were not subinitting tax retuiens, . .
o PTTTE tax reuums:: |
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"“land Revenue had not
made changes to ‘the -
tax treatment of
“ foreign investments,

ax:officials reiterated
e weekend in re-

ithat the tax.depait-.
ment was cracking
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tax returns:
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Public views on V

e STl Z\\qL

“onsumer Reporter

“Finance Minister Barend du
~Plessis has been called on to
Hive evidence at the VAT Co-
~grdinating Committee’s pub-
"fte hearings on value added
“tax as the body begins to mo-
“brilise South Africans to vote
* ofi the new tax system.

' The VCC Ras talled for ne¥”

- gotiations on aspects of VAT
" t6 be reopened urgently.
-+_On February 14 and 15, the

public will be able to phon€
or visit commissioners of the
VCC in eight centres.

The VAT vote toll-free
number, to be used on these
days, is 0800-11-7611.

The VCC believes that the
hearings will “have greater
legitimacy than the investi-

gation being conducted be- ,
“hind ¢losed doors”.

Among views sought are:
@ What problems do you have
with VAT?

ht

———

e

® What do you feel about how
VAT was implemented?

@ What changes do you pro-
pose to VAT?

A report will then be com-
piled to be presented to the
State President as well as lo-
cal and international bodies.

Besides personal or tele-
phonic “votes”, the VCG has,
arranged for written submis-
sions to be made. These can
be sent to Box 260483, Excom
2023 before February 15.
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Higher taxes ahead,
says top economist

Business Staff B‘Z‘QL

THE international®et6nomic slow-
down will be deeper and last Tong-
er than expected, and South Afri-
cans will pay higher taxes and
have less to spend, says insurance
giant Southern Life’s chief econo-
mist, Mike Daly.

In his latest Economic Comment,
Mr Daly says the US economy in par-
ticular is struggling to emerge from
recession,

“Interest rates have been dramati-
cally reduced to encourage a new bor-
rowing and lending cycle, but to little
avail so far,” he adds.

Mr Daly cautions that continued
low US inflation does not hold out
much promise for the gold price —
and non-gold metals and mineral
prices have yet to break out of their
steep three-year decline.

He foresees continuing pressure on
the profitability of gold mines and
more retrenchments in the first half
of this year.

““South African export volumes
i;‘;{” by a satisfactory 4 percent in

“But in view of the recession in the

industrially developed countries at
the start of 1992, the outlook for South
Africa’s international trading environ-
ment appears to be far from encour-
aging,” he says.

Mr Daly believes export volume
growth will be at its strongest in the
second half of the year, coinciding
with accelerating economic growth
overseas.

“The deepening inability of the for-
mal sector to provide jobs for the in-
creasing number of workers entering
the labour force annually is leading to
a feeling of despair among school
leavers, a questioning of the value of | |
education and a rising crime rate as a
survival strategy,” Mr Daly adds.

He predicts a further weakening of
real personal disposable income (PDI)
growth in 1992 and that fiscal drag
will ensure the individual’s tax burden
becomes even greater.

“Inflation will also remain high,
particularly in the food sector,” he
comments,

Longer-term benefits stemming
from the introduction of VAT should
ease domestic inflation, and low infla-
tion at the producer level will be re-
flected in consumer prices.




onal, with back-
and Safto, hias been
¥'SA companies, claim
back a potentia] R40m a year in'VAT
. paid during bisiness trips to Britain
and Eurde. .
Many.moreimillions can also be
. reclajme‘d‘;’@n VAT expenditure ‘over
-the pasty
MD Tony Bates. L.

“SA coinpanies are allowed exact-
ly the sgme VAT input credits in
Britain and Europe as companies do*
miciled there,” he said.

. “We are sithply assisting local
| cornpanies to claim back a windfall
! that is rightfully theirs.”

Bates said the' VAT refund from a
one:week sthy in London was typical-
ly dbout R1 000 Some big organisa-
tions couldf cldim back six-figure
sums from’“one year’s expenses in

dation, mEals¥car hire, fuel, ‘Confer-

ences, tr’éﬁé‘fffairs and’ tidining

courses. . : e
Vatclaim. International, which’ al-

iye years, says Vatclaim |

P
‘P' Business Day Reporter ., . I
Yeady has the marketing support of
SA’s two largest travel agencies —
Rennies Travel and American Ex-
ront

_press — does not levy an
* charge for its service.
1t prepares and submits claims on
behalf of SA businesses to the rele-
vant overseas authorities and’ takes
95% of the VAT refund as its commis-
sion. - ’ o
~_“Each country we submit claims to
Ha§ different allowances. afid condi-
tions that must be strictly adhered to

for refund applications to suggeed,”

. Bates said. ,

4All we need is original invoices,

- gsome: details about the - company

making the claim, and we-do:the rest

5 usingour London office and Safrén’s
international links.”

Réfunds can be expect;

months after claims hav

e

gl
“ajn,
and ‘Sweden. .
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THE commissioner for Inland Revenue
warned yesterday that his department was
asking financial institutions to disclose their
non-resident clients’ investments to ensure
" that the full tax legitimately due was being

The warning was made in a statement
. intended to clarify the tax treatment of non-
residents’ investments in SA.

However, the statemnent failed to revive a
flagging financial rand, which slipped to a
low of R348.to-the dollar last week appar-
ently as a resuit of speculation that Inland
Revenue was cracking down more heavily
on foreign Investors. The unit closed little
changed yesterday at R3,36. 13

In the statement, commissioner Hannes
Hattingh reiterated that with certain excep-
tions — such a8 investments in gilts and
semigilts — norisresidents who derived inter-
est from an SA source had the same obliga-
tions as South Africans to render income tax
returns and pay taxes due. '

The commissibher confirmed that the
“Receiver of Hevgnue has the power b ap-
point a representative taxpayer to render an

income tax return on behalf of non-residents

and to remit tax which is due”.

- Nov Dec wdan Feb
1991 . 1892

Graphic: FIONA KRISCH  Source: INET

Many non-residents were unaware of
their tax liabilities, he said. -
Some smaller banks were recently report-

. ed as saying that Inland Revenue had al-

ready instructed them to withdraw the
amount of tax due from non-resident clients’
accounts. . L

This was interpreted as a sign that, in its

O To Page 2

a

glre
Banks YILYS
efforts to find additional revenue sources,
the tax department was tightening up on its
implementation of tax legislation.

The commissioner’s statement stressed
that the “long-established” legistation en-
forcing the taxation of non-residents’ invest-
ments remained unchanged. *

The general principle contained in the
Income Tax Act was that income tax was
levied if interest was received by or accrued
to a taxpayer from an SA source.

The source principle applied to all taxpay-
ers, including non-residents and, briefly stat-
ed, meant that the actual source of interest
was determined by the place where the
credit was made available by the creditor to
the debtor, Hattingh said.

“H, for example, the non-resident makes
an investment directly in SA, the interest
due is from an SA source. Where, however,
the non-resident makes the credit available
outside SA to the SA debtor and he (the
debtor) is obliged, in terms of an agreement,

O Dé'_gi Page 1

to transfer the funds to SA for his account,
the source of the interest is, in terms of
existing tax law, outside SA.”

The same rate of tax and tax rebates
applied to residents and non-residents, There
were exceptions to the principles.

Provided all the conditions had been met,
interest payable to non-residents on stock or
securities (including Treasury bills) issued
by government, Transnet, any local author-
ity, Eskom or the SABC was exempt from
income tax.

Some double taxation avoidance agree-
ments entered into between SA and other
countries limited the tax due to a certain
percentage of the interest.

- SA did not have a withholding tax on
interest payable to non-residents and al-
though a 10% non-residents tax on interest
was previously levied, this was merely
granted as a credit on assessment if the
interest was subject to normal tax.
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Taxman reassure
WS
vestors

foreign I

Finance Staff SWS !A'l«\

The recent bout of vola-
tility in the financial
rand market is expected
to subside after yester-
day’s statement by the
Commissioner for Inland
Revenue that non-resi-
dents are not likely to
be taxed on interest
earned in South Africa,

Rumours to this effect
last week caused a sharp
sell-off of the financial
rand, with the finrand
dropping to as low as
R3,47 against the dollar
at one stage.

The Commissioner for
Inland Revenue said yes-
terday the impression
which was recently
created that all interest
paid or accruing to non-
residents was now tax-
able was not correct.

He said in a statement
the long-established
rules still applied,

As far as interest is
concerned, the general
principle, contained in
the Income Tax Act, was
that income tax was. le-
vied if interest was re-
ceived by or accrued to a
taxpayer from a South
African source,

' The commssioner said

“he source principle ap-
plied to all taxpayers, in-
cluding non-residents,
and meant that the ac-
tual source of interest
was determined by the
place where the credit
was made available by
the creditor to the debt-
or.

However, the.commis-
sioner said there were
various exceptions to the
principle, including in-
terest payable to
non-residents on capital
market stock and some
double taxation avoid-
ance agreements entered
into by South Africa and
other countries,

Non-residents who
derived interest from a
South African source had
the same obligation as
South African residents
to render income tax re-
turns and to pay the
taxes owing on assess-
ment, the commissioner
said.

The Department of In-
land Revenue was pres-
ently obtaining informa-
tion from financial insti-
tutions and others to en-
sure that taxes which
were properly due were
collected, the statement
said.




tinue paying biilions for past

in handling public pension
funds, Mr Brian Goodall MP,
Democratic Party spokes-
man on pensnons, said yester-
day.

- He predlcted that taxpayers B

{ money would have to continue
bailing out the troubled funds for
15 to 18 years.

Goodall was respondmg to a
report tabled yesterday by the Au-
ditor-General on SA Transport

Services, which disclosed actu- .

arial shortfalls of more than R7
billion at March 31 1988 in tue
Railways and Harbours funds.
The report said this meant that
the Railways and Harbours Su-
perannuation Fund with a R6,3
billion projected shortfall would
only be able to meet 26,5 percent
! of its obligations, and the Rail-
ways and Harbours Pension Fund
for Non-White Employees
(R696-million) only 50,8 percent
of its requirement, ;
Goodall, whohasforyearsbeen
taising alarms and criticising
Government management of the
vast public pension funds, said:
“We sit with a situation which

- L e 3
TAXPAYERS would coii-

‘Govérnmeént ncompetence' :

i i
i BRIAN GOODAL
reflects i mcompetenoe of the past.
“If you got yourself into this
position, you didn’t know what
you were doing, or you were un-"
believably - greedy or stupid, or
both”* - -
He said the Government pen-
sion funds were in the same state
as, or worse than the transport

_:nrlZyeam ’

nce 1988, - - 3

‘The transport funds struck trou-
ble because of buy-back schemes
which had been very expensive.
and inflicted tremendous liabili-
ties. A second reason was that the
funds had been uséd to subsidise
housing, resulting in a very poor

‘return on investments, - .

Actuaries had found that the
shortfail would have been very
small indeed if the money had
been invesied properly, eaming °
good investment returns,

“You had bureaucrats running
pension funds,” he said, “upping
benefits without any figures to
measure the consequences of their
actions. <"

" -“What we did wnth peusxon
funds was like a company paying
out dividends without having had
any anniral accounts done for 10
Wza, b B

When ‘one tried to engmeer a
pension fund to meet social goals,

there was no free lunch..Some- -

bedy, somewhere, had to pay.

* He said the “state’s contribu-
tion"” in these pension funds wasa
euphemism for taxpayers’ money
~the state earned none. That con-
tribution was extremely high,
about 23 percent in government

And in the last two years, R1
billion had been taken from the
budget to keep the funds afloat.

. Goodall noted, however, that

‘Transport Services were the first
‘to take corrective measufes to ex-

- tricate themselves from the mess.

“They were taking appropriate
steps, stopping buy-back and al-
lowing private managers to invest
pension funds for them in a whole
. Spectrum of areas beyond fixed-
- interestareas, suchas equmes and

property.

“They are doing better than
other government pension funds.
The steps they are taking are basi-
cally theonly steps one can take.”

The transport pension funds
should reach the actvarial state
they should be in beyond the year

000. :

- “Although if’s going to take |
" -time, we think théy are moving in

 the right direction.”

-Hesaidother government funds
showed actuarial shortfalls total-
ling roughly R40-biilion.

“It’s just going to take a lot of |

- time torectify the situation. These
" pension funds are.going to have to -

be monitored incredibly closely in
future,”




Wealth tax: Get

2lan
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beyond the hysteria

MAKGETLA of 'the: Depart
at "Wits" University Takes: &
serious look at'a. tax on wealth.and finds there
may be something in it afterall. This is the first of
two extracts from an article’which first appeared
Ln th;agisournal Work in Progress No 79 of Decem-;

er 1991, .+, v 5 T

WE NOW know that the ANC has no firm plans for a
wealth tax. Nonetheless, at the mere suggestion,
the white-oriented press had hysterics — like an
upper-class Victorian lady at the sight of a mouse.

Meanwhile, outside, ignored, lurk the real mon-
sters of poverty, unemployment and oppression.

We racked our brains to come up with a metaphor
less set about with sexist and eurocentric over-
tones, but to no avail. The combined ability of
reporters, editors and letter writers to repress the
real issues brought only that image to mind.

Like the Victorian upper class, too, the “main-
stream” press — with a few notable exceptions,
including Allister Sparks, Chris Gibbons and
Shaun Johnson — displayed no visible inclination
toward serious or open-minded discussion of South
Africa’s political and economic ills.

Proposed tax
hardly radical

Rather than encouraging and reporting on all
possible suggestions for bringing about a more
balanced and dynamic economy, most editorials
used language — calling the putative proponents of
the tax, among others, “loony tunes” and “half-
baked intellectuals” — all too reminiscent of South
Africa’s authoritarian heritage. -

In the event, the proposed tax is hardly radical.
Its major benefit is that, given the massive dispari-
ties in wealth, it could target those most able to
pay. Its drawbacks thus do not include a tendency
to impoverish the middle class.

Contrary to the impression created by the Press,
the ANC has no great interest in creating a new
population of homeless professionals.

A wealth tax would have major weaknesses.
Above all, it does not transform the economic and
social relationships and technologies that current-
ly foster extreme inequalities in wealth.

A wealth tax merely raises revenues from the
rich. It will not in itself guarantee an expansion in
the productive assets, housing and education of the

poorest 70% in society.

Two causes
of poverty

If its revenues finance
current consumption
only, a wealth tax will
run into the same obsta-
cles as an income tax.

By definition, any pro-
gressive tax seeks to im-
pose a heavier burden
on that class — the rich
— which has a greater
capacity for influencing
or evading the law.

In the long run, there-
fore, using state power
solely to redistribute in-
come tends to run out of
steam.

A e
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Table 1

Estimated revenues from a wealth tax on the top forty private
groups.

As percentage of
Rate Amount of 1981 revenues
05 % R275bn. 41%
1.0 5.50 82
3.0 16.50 248
5.0 27.50 41.0
100 £5.00 82.0
Table 2

A tax on personal property, exempting R200 000 In net assets.

A. Estimated revenues

Revenues As percentago of
Rate R biltions 1991 revenues
05% [2:] 12
1.0 1.5 22
30 45 8.7
50 78 13
Note: T i very hi personal
wealth, thistabl:

from Market Research Africa, Socioeconomic Survey, reported in
Business Day, July 23, 1991.

B. Incidence

Tax on a family with net assets of:

Rete R200 000 R500 000 R750000 A1-m
0.5% [ 1500 2750 4000
1.0 [} 3000 5500 8000
3.0 [ 9000 16500 24000
50 0 15 000 27500 40000

6% of urban whites had net assets worth more than
R500000 in 1991. Half owned net assets under
R100 000 and 20% under R10 000.

By international standards, in other words, most
whites are not rich. They own, essentially, little
more than a house and a car; since they frequently
buy these assets on credit, their net assets remain
low. The average white seems rich only in compari-
son with the deprivation of most of their black
compatriots.

Hliterate
blacks

Some economists would extend the concept of
wealth to include education since, like capital in-
vestment, it bolsters future earnings. For this con-
ceptualisation, they develop the metaphor “human
capital”.

Apartheid put this form of accumulation out of
reach for most South Africans. Almost half the
black population remains functionally illiterate.

In 1985, 2% of blacks had completed Standard 10,
compared to 30% of whites; fewer than one in a
thousand blacks had a university degree, compared
to about one in a hundred for whites.

In short, whether we look at personal or company
assets, at physical or human captial, wealth distri-
bution in South Africa remains unacceptably
skewed.

That inequality spells poverty for the majority,
despite fairly high national productivity, ensures
that market demand only inadequatly refiects the
requirements of most people, and undermines
competition in virtually all sectors of,the economy.
A wealth tax could help raise revenues as a step
toward overcoming these problems.



not Naas Botha, and |

on thal class — the rich
— which has a greater
capacity for influencing
or evading the law.

In the long run, there-
fore, using state power
solely to redistribute in-
come tends to run out of
steam.

A wealth tax will only
generate a stable equali-
sation of incomes if it ac-
companies the basic in-
stitutional changes
required to establish
and maintain a more
equitable distribution of
wealth.

There are two interre-
lated causes of poverty
in South Africa: unem-
ployment and starvation
wages.

Both derive, in large
part, from the extraordi-
nary concentration of
wealth in a few hands. In
effect, a few hundred
white men currently own
most of the economy.

Assets derived
from conquests
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In 1990, total fixed productive cap-
ital in South Africa was reported at
about R800 bn. In that year, the 40
largest private conglomerates in
South Africa had assets worth about
R570 bn.

Commercial banks and insurance
companies accounted for over half
their assets. By themselves, the 10
largest conglomerates owned
R340 bn, or almost half the national
productive capacity.

Each of these corporate groups had
assets worth between R20bn and
R53bn. Four state agencies in the
public sector — Eskom, the Reserve
Bank, the Land Bank and Transnet —
each had assets of more than R25 bn.

No one can argue that these leading
companies achieved their pre-emi-
nence solely because of economic or
social virtue,

Their assets derive from a history of
conquest and wages that, whether
judged by productivity or human
needs, remained very low.

Comp tion of 1 makes
up only about half the national in-
come in South Africa, leaving almost
the same amount for business.

By comparison, profits comprise
merely a third to a quarter of national
income in most industrialised coun-
tries.

Personal wealth
held by few

Moreover, the state has not com-
pelled companies to contribute to so-
cial welfare at levels comparable to,
say, the US.

Income taxes absorb only about a
seventh of reported aggregate com-
pany income. By contrast, in the US,
companies pay about two-fifths of
their aggregate income to the state.

Not surprisingly, the distribution of
personal wealth parallels the cen-
tralisation of productive capital.

About 15 years ago, a study by
McGrath found that the richest 5% of
the entire population owned almost
80% of all personal assets in South
Africa. Even within the white com-
munity, personal wealth was held by a
few: 20% of all whites owned about
80% of white propeyty.

_A more recent study suggests only

TRy ——
skewed. 7
That inequality spells poverty for the majority,
despite fairly high national productivity, ensures
that market demand only inadequatly reflects the
requirements of most people, and undermines
competition in virtually all sectors of the economy.
A wealth tax could help raise revenues as a step
toward overcoming these problems.

Increase
revenues

The great disparities in ownership mean that a
wealth tax need not affect most salary earners or
small-scale businesses. Yet it could generate sig-
nificant revenues.

A 3% tax assessed on the assets of the top 40
private groups would increase government rev-
enues by 20%; a similar levy on net personal wealth
over R200 000 should increase revenue by almost
7%. Neither tax would affect the vast majority of
the population. (See Tables 1 & 2.)

A carefully targeted wealth tax could shift the tax
burden to profits, permitting some relief for indi-
viduals. If we posit, conservatively, a normal rate of
return on capital of 15%, a wealth tax of 3% a year
would raise the actual tax incidence on capital for
liable companies to about 40%. That figure more or
less equals the real rate in the US.

A tax on personal assets need worry only a small
percentage of the population. If it exempted, say,
R200 000, by a rough estimate only about 10% of the
total population would have to pay anything at all.
At a rate of 3%, only families with more than
R240 000 in net assets — about 250 000 households
in all — would pay over R100 a month.

Tax on
human capital

If there was no punitively high tax rate, moder-
ately productive companies and individuals could
pay a wealth tax out of current income.

A wealth tax might hinder normal accumulation,
stopping the expansion or possibly even mainten-
ance of assets in real terms. In itself, however, it
need not normally compel taxpayers to sell proper-

Finally, a tax could be levied on human capital.
The obvious problem is that such a tax might dis-
courage the acquisition of skills. This drawback
could be overcome by addressing only the historic,
legal differences in education for whites and
blacks.

The revenues could appropriately be placed in a
revolving fund to support improved education for
all South Africans. Such a tax would transform the
excess paid to white families for education from a
loan into a grant. Recipients would then repay the
grant over a suitable period. — say, 30 years.

The tax would thus apply only to people who
attended schools within the relevant educational
administrations, paid for by the state. It would
phase itself out naturally over the 30 years follow-
ing the establishment of an integrated school sys-
tem.

Christian National
Education

The amount repaid would depend, naturally, on
the number of years of school attended, with a
premium for more expensive university courses.
Suppose, for instance, we take the current differ-
ence between spending on white and black pupils
as the basis for the tax.

The tax would then be assessed at R3000 per
year of primary and secondary education, payable
over 30 years.

As the average person who suffered a Christian
National Education has completed about eight
years of schooling, they would be liable for about
R800 a year. Altogether, the tax should initially
raise at least R1,5 bn a year.

Unlike the other wealth taxes, a tax of this type
could prove regressive. Everyone who completed
the same amount of schooling would pay the same
amount, regardless of their income.

A partial remedy would be to tie the tax to a
means test, pting, say, p whose i
remain under the Minimum Subsistence Level.

O Tomorrow: The case - Y A

against a wealth tax
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1 soME ¢ouples married:

ty could vpg'lbé'tter off

Ve qge promulgated by
Parliamentlater this year.
The prpposal§’will have no effect
on the tax liabilities of couples mar-
ried out &f unity of property

rules governing passive income. .
eseft;, it is assumed that

portions to 'bbth spouses in a com-
munity of property marriage, even if
the mopey is' earned ‘solely by the
wife.

The safe goes for the cost of gen-
erating fhat

By W ple, this, means
half of aiwife’s ne incor lat-
ed to salaried employment is'added
to her hushand's income for ta pi

poses and taxed at his top marginal

nges' proposed by In-: corates.

d to simplify tax

Day Reporer;
W

“Inland Kevenue’s intention’is that
net income from investment or trade
(though not rental income) should in
future be deemed to accrue to the
spouse generating it when tax liabili-
ties are caleulated. L

1f husband and wife are in business
together, taxable income will be
deemed to accrue in proportion to
the way in which the business is
shared by the couple. .3

The new legislation will-be back-
dated to the 1990-91 tax year though
1o new assessments will be inade for
that year unless both spouses in com-
munity of property marriage:-request

2

this in writing. iy
1t also makes pravision;for,income
. from “hssets” ‘bequeat! 6 one

e Y r

* spblse'on condition the assets do not

form part of the couple’s joint estate.




ef(t"e%dédf until May. provisional measiires
Introduced. to ease the initia] administra-

B ~ o L v
measufes were"introduced to

tive burden of registering for VAT rebates  allow exporters to claim assistan e with-
on exports to neighbouri states and. out being registered for the first ‘tiiree
er trading partners, 2 months after VAT was introduced, The

In terms of assistafice scheifes intro- measures have beey extended again ag |.
duced when VAT Wwas implemented in Sep- application forms for ;ggisfratioq‘ihave .
tember,, exporters.can claim rebates for been delayed at the governmerit printer, -

T paid on exports to neighbouring Inland :Revenye expects to receive’ the

g partners if regis-» application -forms withiy two. weeks, In

states and other tra, i, L
tered as participants in the scheme, . *. preparation for the implementation';ot the

To ease the nitial administrative byr- final sScheme, vendors will beasked to
den of having to register for the assistance, apply for registration from Margh 2.
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of a wealth

Y the and
tax. It first appeared In the journal Work in Progress of December

FOUR principal arguments have
emerged against a wealth tax. They
are that it would reduce capital for-
mation; cause capital flight; discour-
age capital-intensive projects; prove
difficult or impossible to levy. All
but one of these points turns on the
impact on investment,

Closer consideration suggests
these fears are all ill-founded. They
presuppose that companies now in-
vest adequately and efficiently — a

iti which i

proves untenable.

In the last five years, according to
official statistics, about 33% of com-
pany income has gone for invest-
ment, compared to about 40% in the
early "70s.

Moreover, since transfer pricing
reduces reported income by up to
20%, these figures probably over-
state the share of investment signifi-
cantly.

A wealth tax could actually foster
more efficlent investment in the pri-
vate sector. A corporate wealth tax
levied only on very large groups
would discourage the centralisation
of capital.

Conglomerates could reduce their
liabilities by breaking up into
smaller parts.

Threat of
capital flight

Similarly, a tax on personal prop-
erty would deter investment in non-
productive assets, The tax would
thus promote both productive in-
vestment and a reduction in unnec-
essary imports.

Finally, a democratic state could
reduce the tax on desirable types of
investment — for instance, to pro-
duce basic goods or exports, or cre-
ate employment,

As for the threat of capital flight, it
has become the standard private-
sector response to any measure de-
signed to restructure the economy.
In this case, that tired warning can
only arise out of unwarranted panic
or a very low opinion of South Afri-
ca’s capitalists.

At least from the turn of the cen-
tury, most of Europe had a wealth
tax of between 0,7 and 2,5%. For 30
years the Germans had an addition-
al surcharge of 1% a year to provide
loans to refugees from World War I
A similar tax has now been reim-
posed to assist the eastern prov-
inces.

Neither tax caused noticeable
capital flight. Rather, despite much
grumbling, the vast majority of
wealthy Germans seem to have ac-
cepted that, if they want a prosper-
ous and stable society, they must
compensate their fellow citizens,
impoverished through no fault of

r own.

In short, given the misuse of inves-
table assets by the rich, most argu-
ments against the tax seem weak, at
best. The more important question
is whether and how the states — or
whatever finanecial institutions it
may establish — can do better.

As a tool for restructuring the
economy, the wealth tax does have
fundamental shortcomings. Essen-
tially, they reflect a single weak-
ness: a wealth tax can't, by itself,
bring about the institutional ar-
rangements required for a more
democratic economy.

Take away

property

The tax may raise needed revenue
from appropriate sources, but its
long-run success depends on the
ability of the state and civil society
to redirect investment both directly
and by regulating markets.

These institutional weaknesses
emerge in two principal ways.

First, like any tax, a wealth tax
would take away property viewed by
people as their own. Some resis-
tance may be alleviated by demon-
strating clearly that revenues will
improve the social and economie po-
sition of the country.

The classic path to that end is to
tie tax revenue to purposes related
to their source: taxes on companies
and individuals to productive in-
vestment and housing, taxes on hu-
man capital to education pro-
grammes.

Nonetheless, experience shows
that high taxes provoke high avoid-
ance.

Second, apartheid laws are not the
sole cause of wealth disparities. We
must also blame modern economies
of seale. In many critical sectors —
including, for instance, motor
vehicle production and banking — it
makes little sense to redistribute as-
sets to small, competitive firms.
Wealth inequalities reflect, too, the
inability of South Africa’s highly
concentrated financial sector to
fund small-scale enterprise, particu-
larly in the black community.

In these circumstances, we must
look to other methods of redistribut-
ing assets. Above all, such measures
involve changes in the structure of

‘ownership and management that

would give workers and communi-
ties a greater say in the overall in-
vestment process.

Measures to that end include laws
promoting the establishment of
workers, consumer and community
organisations; open-book require-
ment for business and the state at
least equal to those in Europe or
America; and policies ensuring
}.var.kgr andb?ommunity_input into

uf
whether by thetbrivate sector or the
state.

In sum, a wealth tax is only atax: it
can't by Etsell‘ bring about a more

the proposal deserves serious con-
sideration. We can't afford to reject
out of hand any potential solution to
South Africa’s social and economic
problems out of hand simply be-
cause of an hysterical reaction from
some of the more articulate sections
of the public.

Four arguments
sed against
the creation of

a wealth

This is the second and concluding section of an article by Dr NEVA
SEIDMAN MAKGETLA of the Department of Economics at Wits
L

-,




DU TOIT ON TAX

Overturning the formula

Pierre du Toit is senior
tax partner at Arthur
Andersen

When the financial services levy was intro-
duced, there was a strong school of thought
that it could interfere with market forces.
Consequently, the banking community was
in favour of some levy that would refer to
capital rather than to income — as this
would remove the levy entirely from the
delicate and volatile operational area of the
money markets.

The problem is simple. Any tax on busi-
ness will be recovered from the consumer in
one way or another. In the volatile and finely
tuned environment of the money markets,
where 0,25% on a rate may make the differ-
ence between transacting or not transacting,
full recovery of this levy of 0,75% is impera-
tive; while overrecovery will deter the bor-
rower.

We are now several months into this new

levy and there is evidence that this opinion
was correct. And evidence, unlike opinion,
should never be ignored.

The problem is that, in long-term finance,
any risk is perceived exponentially and the
possibility of a change in the rate of the levy
equally assumes a greater significance. It is
becoming more common for lenders to add
not only the 0,75% to their rate on long-term
loans, but to add more to cover against levy
increases — and as the lending term length-

e

ens, that “insurance” cover sometimes '

reaches neurotic proportions. The result is an
inhibition in the free flow of funding at a
time when the economy is still largely having
to fund growth from internal resources.

What can be done about it?

The essence of the problem is that the levy
is imposed on gross receipts in an industry
that works with the narrowest of margins; so
is more than usually vulnerable to fluctua-
tions in input.

There are three ways to address this:

[ The rate of the levy on each transaction
can be fixed for its life. This would be highly
impractical, however, Differences between
rates levied on various facilities would event-
uvally result in an administrative nightmare.
This problem could not be overcome by

A=)

limiting the fixed rate to longer-term finance
because this would bring problems in defin-
ing long-term, as well as increase market
artificiality by introducing tax consider-
ations. Either way problems will arise from
early settlements or roll-overs, and here too
the potential for artificiality would be great;
O In a narrow-margin environment a *“‘turn-
over tax” has a disproportionate impact. An
alternative is to impose the levy on a net basis
— effectively an income tax levy. The distor-
tion would be less though problems may arise
in separating finance income from other in-
come — ring-fencing, even of rates, is always
a messy tax mechanism;

O Finally, one may revert to the industry’s
original suggestion of imposing the levy rath-
er on capital.

Here too there will be definition problems
(for examnle, what represents capital in the
insuranc. industry?) but I suspect that the
best answer is still to be found in this ap-
proach. o

Market distortion is insidious and must be
removed. Capital movement and funding is
basic to growth and, for the new SA, growth
is essential. Any impediment to the free flow
of capital must be rethought.
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|Can Barend snip taxes

t cutting hlanself?g

without ¢

As the Budget draws near,
Finance Minister Barend
du Plessis will be looking
for new forms of revenue.
One thing he should but
probably cannot look at is
doing away with medical
aid subsidies.
REG RUMNEY reports

I T°S guessing time again as the Budget

draws near. State President FW de

Klerk has committed the government

to further tax cuts for individuals and
companies.

Can his finance minister, Barend du
Plessis, deliver this — beyond making
mere cosmetic changes in the top
marginal rate?

Mosteconomists think not.

They think that the top marginal rate
wiltbe cut, by ane or two percent, but that
the tax tables will not be changed radical~

wmed Yo -i3f2]92

The central gov
1990/31 1981/92
Budget Actual Budget Prajection
Expendilure 72932 74396 84984 86480
" Revenue 64938 67130 74866 72763
Deficlt 7994 7266 1018 13717
Plys Redemplions:
Domestic marketable stock 229 3229 4989 4989
Oiher oans (Somestic aon-market-
able stock and foeign loans} 576 368, 447 447,
11799 10863 15534 19133
Less Funds from other sources - ") 5?9507
AdJusted financing requirement 11799 10544 14584 17183
_DeflclVGDP (%) 28 27 34 45

1) Sale of assels as a resull of privatisation

2) Sale of siralagl assats and stockplles

Atthe limit .. The deficit before borrowing In this fiscal year is around
4,5 percent, leaving little room for tax relief Inthe Budget  Source: ABSA

between R1,1-billion and R1,7-billion in
lost revenue.
"The centre would like to sec the rebate

He notes that gold mines only account
for one percent or less of tax revenve. In
viewofthe Iow goldprice thete should be

done away wnth tox the hgallh

system,

ly.

So fiscal drag will come to the g
ment’s aid again and salary increases will
push taxpayers into higher lax brackets
even though their salaries may stay the
same or even drop when adjusted for
inflation.

Old Mutual chief economist David
Mohr, for instarice, reckons that if govern-
ment were to change the tax tables to
account for fiscal drag it would lose R2-
biltion and Du Plessis could not find that
elsewhere given the demands on the
Budgel foril increases insocial spendmg

Azar

reckons

nice source of revenue.

Many in the medical profession are
likely to oppose such a move vigorously.
Removing the rebate would make mecdi-
cal aid even more expensive.

Medical aid is at the heart of private
health care, which employs hatf of South
Aftica’s doctors, 90peroemofalldenusts
and most parmcists.

The world is full of Tea-

woil f revenue in the g fis-
cal year from this source. It also means
that from a revenue point of view it would
be easy to lift “ring-fencing on mines”,
now at 25 percent of a company's tax
base. Somines could use tax losses onone
mine tooffset profits on another.

‘The mines are efficient creators of
employment and this would help mining
capital expenditure enormously, believes
Daly. .

; reliefmay

by politics.
Also, whlle the government has been

that cuts in company and personal Laxes
canonly be made up through other forms

increase in Vatue Added Tax.
Putting up d1e VAT mle would be dis-
astrous. Tk f VAT hasdied

of taxes, such as the fuel levy or an”

from using tax as an instru-

ment ofpoh‘cy, lastyearit once againi took

1o using tax breaks as 2 way of encourag-
ing investment in South Africa.

For instance, Southern chief economist

MikeDaly, looking at the coming Budget,

be ©

Overall, the percentage of government
revenue coming from personal tax could
tise to 40 percent or more. This is assum-
ing the increase in the tax take will be
more than 20 percent, even afieraone per-
centage point cut in the marginal rate,
Daly says.

‘Total government revenue will then

down for the moment, buta VAT increase
would fan the flames again.

Another soutce of new revenue in the
past has not been new taxes or even

erated depreciation formula which was
done away with in favour of straight line
depreciation in 1990. This means busi-
nesses can once again write off 50 percent

tax loopholes and tax perks.

The Centre for Health Policy estimates
that the fax rebate on medical aid pay-
ments by employerscoststhe govemment

of an i in the first year, 30 per-
cent in the second year and 20 percent in
the las} year. This would help boost rew
fixed investment in the private sector,
whicirhas been declining. £

y rise 13 percent, largely
because of fiscal drag. Excise duties on
alcohol and cigarettes and other luxuries
could be increased,-and revenue from
Customes and Excise could grow by
around 15 percent.

Company tax will garner no more than
lastyear. _,

Tbeolher ruove Du Plessis could make
smscmp import surcharges, which have

’l'he “loss™ in tax revenue because of
these moves could be R2,5-billion.

That tax loss will have to be recouped
theough an increase in the fuel levy, by
around 15¢ a litre, as well as above-men-
tioned increases in excise duties.

Daly put the foss in lax revenue for the
199192 financial year at R1,8-billion.

If Du Plessis uses in the 1992/93 finan-
cial year the fuel levy and excise duties in
the same way he did this financial year
there will be an extra R700-million or so.
This will have to be financed in some
way, possibly going into the deficitbefore
borrowing,

An fncrease in the fusel levy will arifi-
cially boost the consumer price tndex but
it will still be a setback (o the Reserve
Bank’s anti-inflationary drive.

‘The budgeted increase in govemment
spending will probably be around 12 per-
cent, which is what Du Plessis will expect
the inflation rate to be by the end of 1992,

Daly says the deficit before borrowing
could be just over four percent, which he
thinks is manageable.

ABSA’s latest quarterly economic
monitor reckons the deficit this fiscal year
willbearound4,5 percent. Thus there will
be little room for significant tax refief in
the coming Budget.




{Action on Budget day
ETHE VAT Co-ordinating
Committee (VCC) has declared
Budget day on March 18 a day of
mass action. And the committee is
also planning a food price summit.
These campaigns were finalised
at last week’s VAT summit held in
Johannesburg and attended by 80
delegates represe ting 39
organisations, ¥\ V{7 =
The committee is also pfanning a
number of public hearings on
VAT in ¢j entres.qcross the
country. !
The V emrnds that the
VAT rate not be increased and
that the zero-rating of basic

foodstuffs be extended. -

The Congress of South African
SR o
%‘% /2% e kX 2,
Trade Unions this wee itted

is week adm
that the need to broaden th
campaign because the V S
campaign seems to be faltering. (a0
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Can Barend snip
without cutting h

As the Budget draws near,
Finance Minister Barend
du Plessis will be looking
Jor new forms of revenue,
One thing he should but
probably cannot look at is
doing away with medical
aid subsidies.

REG RUMNEY reports

| T°S guessing time again as the Budget

draws near. State President FW de

Klerk has committed the government

to fusther tax cuts for individuals and
companies.

Can his finance minister, Barend du
Plessis, deliver this — beyond making
mere cosmetic changes in the top
marginal rate?

Most economists think not.

They think that the top marginal rate
willbe cut, by one o two percent, but that
the tax tables will not be. changed radical-
Iy,

So fiscal drag will come to he govemn-
ment’s aid again and salary increases will
push taxpayers into higher tax brackets
even though their salaries may stay the
same or even drop when adjusted for
inflation.

Old Mutual chief economist David
Mo, forinstance, reckons that ifgovem-
ment were to change the tax tables to
acoount for fiscal drag it would lose R2-
billion and Du Plessis could riot find that
elsewhere given the demands on the
Budget for increases in social spending.

Azar Jammineof Econometrix reckons
that cuts in company and personal taxes

canonly be made up through other forms
of taxes, such as the fuel levy oran
increase in Value Added Tax.

Putting up the VAT rate would be dis-
astrous. The whole isstie of VAT has died
dawnforlhemcmenl,bulaVATinaease
would fan the flames again,

Another source of new revente in the
past has not been new taxes or even
¥ P i
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The central govem: deficit (Rm)
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Budget Actual Budget Profection
Expenditure 72932 74395 84984 86480
 Revenus 64930 67130 | 74866 72763
Deficit 7994 7266 ] 1018 1any
Plus Redemplions:
Domestic markatable stock 3229 3229 4969 4859
Other oans (domestic non-market-
able stock and forelgn loans) §76 368 447 447
11763 10863 ] 15534 q9133
Less Funds from ofher sources - -319" -050% 19562
Adjusted financing requirement 1799 1054 14584 17183
_DeficvGDP (%) 28 27 34 45

1} Salo of assels as a result of privatisation
2) Sale of siraleglc assets and. stockpiles

Atthe limi ... The deficit before borrowing In this fiscal year is around
4,5 percent, leaving fittie room for tax reflef in the Budget Source: ABSA

between R1,1-billion and R1,7-billion in
lost revenue.

‘The centre would like to see the rebate
done away with to restructure the health
system, butgetling rid of italso providesa
nice source of revenue,

Many in the medical profession are
likely to oppose such a move vigorously.
Removing the rebate would make med-
calaid even more expensive.

Medical aid is at the heart of private
health care, which employs half of South

He notes that gold mines only account
for one percent or less of tax revenue. In
view of the low gold price there should be
1o increase of revenue in the coming fis-
cal year from this source. It also means
thatfrom 2 revente pointof view it would
be easy (o lift “ring-fencing on mines”,
now at 25 percent of a company’s (ax
base. Somines could use tax lossesonone
mine to offset profits on another,

The mines are efficient creators of
employment and this would help mining

Africa’s doclors, 90 x
and most parmacists,
‘The world is full of

sonable moves which have been rled out
by politics, .

Also, while the government has been
moving away from using tax asan instry-
mentof poticy, last year it once again took
tousing tax breaks as a way of encourag-
inginvestment in South Afica.

For instance, Southem chief economist
Mike Daly, lookis It

capital , believes
Daly.

lyrea-  Hi relicfmay
be forthcoming.

Overall, the percentage of government
revenue coming from personal tax could
tise 1o 40 percent or more, This is assum-
ing the increase in the tax take will be
morethan 20 percent, even aftera one per-
centage point cut in the marginal rate,
Daly says.

Total g revenue will then

ly bearetum
erated depreciation formula which was
done away with in favour of : straight line
depreciation in 1990. This means busi-
fesses can once again write off 50 percent

tax loophicles and tax perks.

‘The Centre for Health Policy estimates
that the tax rebate on medical aid pay-
mentsby employers costs the government

g ofani

in the first year, 30 per-
cent in the second year and 20 percent in
the las year. This would help boost new
fixed itivestment in the private sector,
hichrhas been declining, & - .

y tise 13 percent, largely
because of fiscal drag, Excise duties on
alcohol and cigarettes and other luxuries
could be increased, and revenue from
Customes and Excise could grow by
around 15 percent,

Company tax will gamer no more than
lastyear,

‘The other move Du Piessis could make
s fo scrap import surcharges, which have

ready

The “loss” in tax revenue because of
these moves coutd be R2,5-billion,

That tax foss will have to be recony
through an increase in the fuel levy, by
around 15¢ a litre, as well as above-men-
tioned increases in excise duties.

Daly put the loss in tax revenue for the
1991/92 financial year at R1,8-billion,

1 Du Plessis uses in the 1992/93 finan-
cial year the fuel levy and excise duties in
the same way he did this financial year
there will be an extra R700-million or so,
‘This will have to be financed in some
way, passibly going into the deficit before

mowing,

An increase in the fuel levy will artifi-
cially boost the consumer price index but
it will still be a setback to the Reserve
Bank's anti-inflationary drive.

‘The budgeted increase in govenment
spending will probably be around 12 per-
cent, which is what Du Plessis will expect
the inflation rale to be by the end of 1992,

Daly says the deficit before bomowing
could be just over four percent, which he
thinks is manageable.

ABSA's latest quarterly economic
monilor reckons the deficit this fiscal year
willbearound4,5 percent. Ths there wilk
be litile room for significant tax relief in
the coming Budget.
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New tax fuels inflation, sends food pr
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W From'page 1

28,3 percent, with meat up 388
percent, vegetables 33,1 per-
cent, grain products 16,9 per-
| cent, fish and seafood 19.4 per-
cent and fruit and nuts a

The significant figures are
that retail prices are increas-

1)

staggering 58,4 percent.

JEAN LE MAY, Weekend Argus Reporter

HOPES that VAT would curb inflation have
been shattered by rocketing food prices and
by, manufacturers reneging on undertakings
to pass on tax credits to consumers.

This emerged in a Weekend Argus inquiry this
week into food prices. The food price index rose to its
highest level in 11 years in December, spiralling to
28,3 percent for the year. .

Consumers were assured by Finance Minister Mr Barend du
Plessis that R7,5-billion of input credits allowed early last year to
manufacturers for capital purchases would be passed on to con-
sumers in lower prices.

However, a spokesman in the Cape Town office of the Receiver
of Revenue said this week that there was “no way” tax authorities
could tell whether input credits, in fact, had been passed on.

“All we get are the final figlires submitted on the ‘completed
returns,” he said.

Professor Louise Tager, who heads Vatwatch, said many com-
panies and associations had signed their pledge undertaking to
pass on credits, but there was no law to compel them.

“Many are public companies and in time the tax situation will
be reflected in balance sheets,” she said.

Mr Jasper Walsh, consumer spokesman for the Democratic
Party, said that, at the time, the-DP urged that input credits for
manufacturers should be phased in over a full year._,

“The government ignored this plea, -arguiiig"that the credits
would be passed on in lower prices. This is not happening.”

The question arose when a source close to the Boai&\' f Trade
and Industry (BTI) told Weekend Argus that rising inplt'costs in
manufacturing and distribution were largely responsible for huge
increases in the price of food over the past year.

Deputy Minister of Finance Dr Theo Alant blamed inflation for
increases in the cost of living, In a letter to The Argus this week
he absolved VAT, saying that in the long term it would curb infla-
tion,

The BTI investigation into rising food prices is limping into its
eighth month. Dr Hilgard Muller, who heads the investigation, re-
fused to throw any light on its findings, saying he would be ready
to report by April. @ .

- One of the problens, according to a spokesman in the office of
Economic (;o-ordination Minister Mr Derek Keys, was that “three
different ministers are involved — Trade and Industry, Economic
Co-Ordination and Agriculture. They started with an’ in-house in-
vestigation and then decided we’d have to get in outside consul-

tants as well. And, of course, we've had a change of Ministers.” _

As usual, there are as many opinions as there are experts.

Mr Louis Heyl of LHA Management Consultants said his firm
had looked into the profitability of major companies involved in
food processing.

They had found that they were “not all that profitable. Margins
are low and returns on invesiment pretty low”.

ing faster than producer and
manufacturer prices in the
food chain, ] 'L{ '

The Central Statistical Ser:'
vices found that the agricultur-
al component in the Prodiicer.
Price Index (PPI) went up 12
percent last year while the
manufacturing component
went up 14,9 percent,

However, the food compo-
nent in the Consumer Price In-
dex went up 28,3 percent.

Although many experts have
cast doubt on the accuracy of
CSS statistics, Mrs Ina Wilken,
assistant director of the coun-
cil, has no doubt they are accu-
rate.

“Until August 1990, we did
regular food price surveys
through a firm of consultants
and published the results, We
stopped then because we ran
out of money — our funding
has been cut by a third in the
last three years — and the
price of food has rocketed
since then. I see a connection,

“Vatwatch has been doing
surveys since last July, buf
they’ll stop in March. We'll
start abbreviated surveys
again then,” said Mrs Wilken,

About 70 percent of all food
sold in the country is rung up
on the tills at Pick 'n Pay, OK
Bazaars and Checkers. :

In the three months before
the introduction of VAT on
September 30, retailers added
9,4 percent to food prices, the
Consumer Council found, '+

Mrs Sheila Baillie of’the
Housewives’ League agreed
that retailers were steppirig Uup
prices. The league’s ménthly
survey of the cost of a typical

“shopping basket” of 45 ‘cheap-
est possible items showed this
quite clearly, she said. -

However, Dr Piet Botha of
P B Botha and Associates, an-
other firm hired to help the
BTI investigation, sajd. the

- profitability of the major food

retailers — Pick ‘n Pay, Clieck-

ers, OK Bazaars, Woolworths,

Shoprite and Spar — was “a
matter of public record”,

He had-found that ‘Gverage

| profitability was between 2 and

4 percent, which he did not

Another source close to thé
BTI did, however, provide the |- —~

consider excéssive,

clue — rising input costs could
be largely. responsible for the
rise in food prices.

“If you buy a litre of milk,
only 30 percent of the unit cost
is for the milk,” he said.

“The rest is in labour, pack-
aging, cold storage, transport
and so on.’ Labour -costs have
risen, a lot of packaging is im-
ported and as the rand goes
down the price goes up, petrol
angd!.electricity costs have ris-
en. ‘These ;are .input costs —
and they have risen like rock-
ets.”

Since there is no way of
checkmg whether input credits
for capital expenditure were
passed on, it was “a fairly safe
bet” that this was not being
done, added the source,

Profit-taking by retailers has
come in for a good deal of the
blame. Retailers, for their part,
shunt the responsibility on to
manufacturers, saying there is
not enough competition.

. The statistics are frighten-
ing: Last year, food went up

—

B Turn to page 3
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two-thirds from the 1990 figure fo

R4 087, for blacks it would be an

increase of just R470.from.R907, or
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ual’per:capita“educa-
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THE finrgnd {g0k'another knock-on
Friday, plunging'to a 13-month low of
R3,58 to the dollar as foreign investor
uncertainty over, tax on interest pay-
ments continued to undermine the
market, "

The inYestment unit recovered
slightly from its Friday low to end a
volatile week'strading at R3,48 to the
dollar. Thursddy’s close was R344,

ealers. said the foreign invest-
it came under pressure from
g ajg bout of European sell-

Theyisaid that it could take a few
days for'the farket to recover from
the recent volatility as a major sell-
off alifays “hung over the market for
a while?r * |

SYLVIA DU PLESSIS reports that
the surge in the sale of gilts by non-
resid nts, following confusion over
iposition, has been confirmed

the tax
by JSE tatistics released on Friday.

[Finrend
——

l SHERIDAN CONNOLLY

In the week ended January 31 dur-
ing which the financial rand fell to a
low of R3,40, non-residents’ bond
sales, as recorded on the exchange,
more than doubled to R62,849n; from
the previous week’s R26,168m.

Foreign investment unit’ jitters
were triggered by reports that for-
eigners had to pay tax on interest
earned. Although Inland Revenue
moved to clarify the situation;,point-
ing out that not all interest paid or
accruing to non-residents was. tax-
able, nervousness persisted on talk
that the Reserve Bank was probing
non-resident clients’ investmients for
tax purposes, . :

The JSE statistics, which! teflect
only that portion of the financial rand
market where noni-residents transac-
tions ate executed through the ex-
change, reflect gilt purchases of
R74395m from R57,999m as other
offshore investors took advantage.of
the cheaper financial rand. . ", .

Senekal, Mouton & Kitshoff art-
ner Neels Heyneke.said there;had
been renewed foreign intérest ifi SA
gilts ahead of the weekend and a little |
buying as the financial rand fel} fur-
ther, but large foreign investors re-
mained wary, .

“The institutional money will be
watching the . political process here
very carefally.” -

He added that if the Eurobond is-

s opmen

sue inced recently by the Devel-
Bank of Southern A¥#ich was
,"it 'would attract an im-

Graphlo: FIONAKRISCH  Soirce! -NET

proved buying surge:from overseas, |
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Cosatu all ‘set

SHARON SOROUR
Labour Reporter
COSATU, the country’s largest trade
union federation, will have to chal-
lenge the government and “stop it in
its. tracks” if value added tax is in-
creased, according to assistant gener-
al secretary Mr Sam Shilowa.

In an interview in the latest edition
of SA Labour Bulletin, Mr Shilowa
said the government had “not kept its
word” to the public or to the VAT Co-
ordinating Committee.

“They.promised a poverty relief
programme would be in place in six
months, but only one organisation has
been -paid about R200 000, There is
simply no programme in place.”

The tax had not been reduced as
promised:and it had not brought down
inflation, he said.

“The’’general strike last year was
the first round in the fight between
Cosatu and the government. And, de-
pending on how they react to our de-

3ll"set to challengs”
State over VAT promises
@Am l@ ?/‘q@ans laid but-at ‘the tifne, we c;nilot

rule out another general strike”: .

Cosatu would make “clear; de-
mands” at the National Economic; Fo-
rum, including the restructuring of
the economy “to benefit the poor”, a
moratorium or retrenchments and’the
issue of a living wage. B

The government was “blocking” Co-
satu’s participation in Codesa; but
they had applied formally to join.

“The feeling in Cosatu is that, ‘even
although we are not a, political party,
our decisiors and our policies actnally
have an impact on the direction of po-
litical negotiations,” said Mr Shilowa.

If Cosatu’s application to join Co-
desa was rejected, the federation
might “find itself still in the situation
of making.an input through the ANC-
/SACP/Cosatu alliance”.

Mr Shilowa said: “There ‘can be no
justification for excluding us from Co-
desa if they accept other non-political
parties.” .
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TAXPAYERS will fund a substantial bite
of Sasol’s sponsorship of the Jordan For-
mula One Grand Prix team. .
Tax consultant Michael Steyn said yes-
terday if the sponsorship amounted to
$10m, the actual cost to Sasol could be
. $1,36m while government would have to
foot the balance as tax rebates.
- Sagol public affairs spokesman Jan
Krynauw did not disclose the cost of the’
sponsorship yesterday, but said it was less
than the speculated $10m.
+ Steyn said Sasol would qualify for the
100% write-off against tax of all advertis-
ing and promotional costs accorded to all
companies.
* 1t would also be able to claim an 80%

rebate for sponsoring an international "

‘event in SA which attracted overseas
gportsmen and visitors. :

» This meant that, notwithstanding the
48% company tax rate, Sasol could-be due
for a 180% rebate on its sponsorship.

« Price Waterhouse tax consultan! Tienie
Lategan said most companies battled to

sbruary 12 1982 \ o

Taipgyers to fund bulk of sponsorship

1

get the full 80% rebate and normally only
received 30% to 40%. He believed the re-
bate would soon be phased out.
Krynauw did not deny the company
would receive tax rebates, but said interest
costs and the unclear nature of the legisla-
tion considerably reduced Sasol’s ability to
receive full rebates. (G 3@0_)

He said one of the main objects of the

[ EDWARD WEST

 sponsorship was to promote the export of

Saso} produgts overseas and gain foreign
exchange. lﬁﬁ)"") )le\go\‘"(_,

Sasol chemicals and solvents are used in
various engine and body parts of the For-
mula One car,

Krynauw said the sponsorship of Formu-
Ia One sport, generally accepted as the
most technically advanced sport in the
world, would promote Sasol internation-
ally as a hi-tech company.

This was essential to the joint ventures it
hoped to enter with overseas companies
and to the new export markets opening up.
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TOP trade union, church,
civicand politicalleadersare
expected to give verbal evi-
dence during a two-day pub-
lic hearing on Value Added
Tax starting in Johannes-
burg tomorrow.

Leaders who will give evidence
are SACP general secretary Mr

‘WaronV

Sovebee i2]2|qL

Chris Hani, Cosatu general secre-
tary MrJay Naidoo, Nactu general
secretary Mr Cunningham
Ngcukana, ANC general secretary
Mr Cyril Ramaphosa and Rever-
end Frank Chikane of the SACC.

The VAT Co-ordinating Com-
mittee yesterday said it believed
public policy-making should. be
public.

AN

goes on

e

They said it was crucial that the
public be given an opportunity to
contribute to debates on alf mat-
ters of public policy - including
economic issues such as tax.

“In the past, policy in South
Africa had been made by indi-
viduals behind closed doors with
only a pretence at consultation,”
said the commitiee.

1

i

‘The organisation has also commis-
sioned expert reports on VAT and its
implementation.

“These, together with the. evi-
dence from the public hearings:and
written submissions, will be included
inareport to be presented to the State
President and major local and inter-
national organisations,”” said the

VCC.




W HEEFIRGS SHakt on VAT

THE public. hearings 60 VAT, die to
take place in all major cities tomorrow
and’ Sattirddy,; is expected to' be’well
s‘upported'i,th'e Co-ordinating Commit.
tee on VAT says.i![ 13/2 192
;. Public figurés sudh a i i

‘the SACP, Jay' Naidoo -of Cosatu .and
‘Cyril Ramaphosa of the ANC will give
evidence, . . . (320D
|+ The commiitice gdtlm)e Bé'nce
- would be included in 4 report to Presi:"

ent B
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SA Is negotiating new tax agreements
with its trading partnersin an effort to
attract foreign investment.

Inland Revenue director Ian Meiklejohn
confirmed yesterday his department ‘was
negotiating double tax agreerments with
countries where no agreemerits existed,

Inland Revenue commissioner Hagines
Hattingh and leading tax officials were in
France and Hungary last week to start
negotiating the agreements, whichl would

' be more attractive to foreign investors
than the current taxation method, he said,
A similar. agreement with Taiwan was
near finalisation. Negotiations with other
major trading partners, including Eastern
nations and the US, which terminated its
double tax agreement when it imposed
sanctions on SA, were likely to follow,
“SA is getting back into international
traffic and we need to negotiate agree-
ments which will encourage foreign inves-
tors to come hers,” Meiklejohn said,
He declined to comment 6n the terms of
the agreements because these would have
to be approved by Cabinet, . .
Most double taxation agreements are
based on the standard OECD model where
the signatories agree to limit the taxation
of foreign investors”incéme to a certain
Jpercentage of that inicome,
'"'R'While”"sfx’ has mainthitéd. tax agree-
ments with some countries — such as the
UK, Israel, Germany and the Netherlands
— during the sanctions years, investors
from other countries have to Pay normal
income tax.on interest earned from SA
investments other than gilts, .

On dividends, foreign investors pay non-
resident shareholders’ tax of 15%or Jess if

1INvestors

[ LESLEY LAMBERT ]
there is a double agreeinént with the inves-
tor’s home country. In most cases they are
also taxed in their home countries,
Recent warnings that:the tax authorities
would continue to enforce, the exi ting
method of taxation sent the financial rand
plummeting as disgruntled investors be-
came bulk sellers of the currency unit,
The. pending Taiwanese agreement is
based on the standard OECD model but
others, particularly those with European
countries, may follow the more recent in-
ternational trend in which the sole right of

* taxation is limited to the resident country. -

If this is the case, foreign investors will
not be taxed in SA and South Africans
investing in foreign countries will not ‘be

- taxed abroad on investment income, -

Responding to concern that this could
give foreign companies an unfair advan-
tage over local companies, Meiklejohn
said this could hajpen where the.rafe of
tax imposed by the foreign investos' resi-
dent country was Iower than SA's: -

In the past, SA had a 10% withholding
tax on foreign investors’ interest jncome,
But it was merely granted as a credit on

3

assessment if the intgrest“»wa; siibject to

. .normal income tax.
-Some tax"éxperts sa 1d_Re
should reinstate a 1ow ced-rated with-
holding tax on foreig investors’ilocal in-

vestment income but ’exempt‘,xt from nor-
mal income tax: AT

This would make it easier.for.investors,
many of whom are not disclosing their
investments, to submit retuins, The fiscus

" would then collect more revenue, they say,

nue
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Business Editor

THERE can be little doubt that direct

taxation will rise in the new SA to

speed up redistribution of income, At-

tie de Vries, professor of managerial

economies at the University of Stel-

henbosch Business School, said yester-
ay.

Speaking at Sanlam’s national
brokers’ convention in Somerset West,
De Vries listed problem areas which
might develop for the financial sector,

“As part of this scenario one must
accept that the impoverishment of
those in the higher income bracket
will not only continue but accelerate
and that the performance of the life
and pension industry over the past 10
years cannot be repeated.”

However, De Vries pointed out,
change would also bring more oppor-
tunity. Higher black i would

taxes

olT IL}(G\\”Q

n

.. There was a much greater possibil-
ity that prescribed investments would
be reinstated for the life insurance

ew SA

industry, at a lower rate than the mar- '

ket rate, which would affect the sec-
tor’s profit growth.

An alternative to this would be “the
imposition of some kind of capital

profit tax on the assets held by the *
financial sector on behalf of its inves- ‘l

tors.”

De Vries said it was possible that .

SA’s economic and financial infra-
structure might deteriorate. “In spite
of this, SA still has an advantage over
most developing countries.”

It was important to guard against .

excessive pessimism. “Ultimately SA.
is greater than the sum of all its parts.

1t is not a banana republic. There are -

too many plus factors.

. “Its infrastructure is relatively well -
d

mean “the growth of a gigantic new
market” for the insurance industry.

i Nz‘ition}llisation‘was still a possibil-
ity “but in my opinion it is quite un-
likely.”

P

much potential. .

_ “This is an extremely exciting . ;
period to live in SA as long as we are..
prepared to accept and meet the chal- ' .

lenges.”

d and its population has so -




CLOSE CORPORAT ‘
The oxe falls me‘ I -

e axe r1a S :/l/,,
Inlond Revenue is putting into effect 1990
Income Tax Act amendments that make
employers deduct Paye tax from payments to
close corporations (CC) defined as “labour
brokers.”

Application forms for exemption will be
available from May 1 and Paye must be
deducted from July 1.

The amendments, explains John Hanssen
of the office of the Commissioner for Inland
Revenue, were intended to create uniform
tax treatment in the labour broking business
and will prevent CCs being used as a means
of evading or postponing tax.

If a member of the CC provides a personal
service to a client, the CC will now be re-
garded as a labour broker.

Tax has been evaded, for example, when
specialist employees, such as engineering
draftsmen, came to SA to perform work on
an expatriate basis and left after their con-
tracts expired. As the law stood, the ultimate
employer/client was not required to deduct
Paye from fees paid to the CC, So the CC
assumed the contract to provide personal
services, passing on payment to the member
who frequently evaded the. tax simply
through non-disclosure.

The interposition of the CC also allowed
tax payments to be postponed because it had
to pay only provisional tax, not monthly Paye
tax.

The definition of labour broker in the
amendments to the Act corresponds with the
definition found in labour legislation. It is so
broad a definition that — unqualified — it

FINANCIAL MAIL « FEBRUARY » 14 » 1992 + 35
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would catch in the nei™&ven independent
practitioners of a profession or trade, if car-
ried on through the mechanism of a CC.

To remedy this problem, Revenue has pro-
vided for an exemption procedure.

The requirements arc that the labour
broker must:
O Carry on an independent trade;
) Be registered as a provisional taxpayer;
O Be registered as an employer for Paye
purposes under the Act; and

[ Have submitted all tax returns up to date

— in other words, have a clean record.

CCs falling within the definition of labour
brokers, which have grounds for exemption,
should begin to plan their application as

advised by Deloitte Pim Goldby’s Tax News.
But Hanssen asks that applications for ex-
emption should not be submitted to Revenue
offices before May 1. [ ]




Withdrawal .of tax
deductions hayicost
SA éxporters R4

SA COULD lose R4bn in éxport Lusmess
next.two years because of the withdrawal of tax

deductions for marketing costs, the%:relgu\

Trade Association (Safto) said. (320

A scheme whereby certain marketinig expel an be
deducted from taxable income ends on March 31

Safto GM membership and information services Anne
Moore told a conference on export incentives Safto
wanted further talks with government on the issue.

A limited survey conducted by Safto showed that 200
of its clients estimated they would lose R2,4bn in turn-
over over the next two years, she said,

Moore said if this estimate was extended to a national
level, exports worth R4bn could be in jeopardy.

LESLEY LAMBERT reports that the cost of disad-
vantages experienced by SA exporters justified a cer-
tain amount of export development assistance, Trade
and Industry deputy director-general Gerrie Breyl said
yesterday.

“The government realises that a booming export-led
economy will require a real partnership between gov-
ernment and industry as well as a long-term commit-
ment from government’s side to smooth the road for its
exporters,” Breyl told delegates at an export incentive
conference in Johannesburg yesterday.

However, he added that government’s acceptance and
implementation of the IDC’s industrial policy proposals
could “lead to a lesser need for export assistance and
could therefore leave room for downward adjustments
to the General Export Incentive Scheme (GEIS) over the
longer term”.

Breyl stressed, however, that government would stick
to its commitment to maintain GEIS until March 1995.
While the Uruguay round of GATT could result in a new
code og subsidies, thls would not affect the commitment,
he sai
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LLOYD'S OF LONDON é@

Lloyd's has set up groups to work on the
radical overhaul, as recommended by a task
force last month, of the insurance market. It
has even bowed to criticism which followed
its initial rejection of the task force’s plan to
streamline the Lloyd’s governing body and
create a separate regulating watchdog. That
is now on the agenda.

The working groups have until June to
decide on proposals the task force wants in
place by the beginning of next year.

The task force's mandate was to look at
the next five to seven years. For Lloyd’s to
hold its position, assuming 5% inflation and
3% growth in the main economies, will re-

to £15bn by

quire a 50% increase in capacity

e

2
O Reduce

and agencies.

cates which wrote'£100m a
4% of gross premi'umds. ié%; ear, {

to 10%; an %
e up e m mbership:To reac Sbn

Corporate mel 0
oncit 1997 will require at least 5000

capacity by

mes — ;
s yet take 2 further toll. Allowing

return for

than sole

1A
costs by 30%. These have'been
pushed up by the prol'feration of sgndlcates

their limited
members will put up more cal
trading names.

1997, says the report. :

To this end, the main proposals were:
1 Limiting losses. All names will have to
pay 0,25% of their overall premium limit into
a stop-loss fund. This will put a cap on losses
over a four-year period, equal to 100% of
annual gross premiums. Anything over that
will be met by the fund but, should it run out
of money, losses will revert to the name — in
extremis unlimited liability is thus retained.
The stop-loss fund levy will be imposed on
top of the existing 0,5% contribution to the
£500m Lloyd’s central reserve fund and the
0,6% for market expenses;

O Spreading funds and therefore risk
among a greater number of syndicates;

1 Names should be entitled to regular meet-
ings, full information about how their money
is being managed and the right to veto major
underwriting deals; .

ECONOMY & FINANCE

Costs to members 18 syndi-
year Were only

and the fallout from the bad
long-term objec-
task force envisages that, 0
Tiability, corporate
pital reserves

-
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on VAT today
e sl |
¢ Publlc hearinigs on Value-Added)

Tax kick-off in Johannesburg this
morning at the Legal Resources

the. Congrm of South African Trade
Unlons, Chris Hani for the Sout
African Communist Party and Cyr
Ramaphosa for the Afrrican Natlﬁna1
Congrws il
According to Bernie Fanaroff of the
Co:ordinating Committee on VAT,
Qf@ earing has been widely adver4
tised, and they hope that many peoplé
ill come forward to present thelr

ne of the key reasons for the hear-
g'is to start a practice of “publid
debatss on public pohc ”, s an idea for
. to most South A yg




Trwvwremoenansnax

00 Town Correspondent (] \s
OHANNESBURG, — The first day of twd days of

1blic-hearings on VAT got underway throughout
thé country yesterday with most participants ‘criti-
cising‘the new tax system and calling for changes.

Organiser of:the public hearings Ms LuiciiNyembe
said most peoplé-had.chosen to submit; heir com-
ments over the telephone. R

Ms Nyembe said most people who submitted argu-
ments before commissioners of the Co:ordinating
Committee on VAT, which represents oVeri104 civie,
consumer, trade union, medical and welfare organi-
satio_ps, criticised thie new tax..“.. - :

00ds, medicine arid servicésstichias wa
removal of refuge. ER




Provide for
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your years'
retiremen

ONE of the most neglected
areas in personal financial
planning is retirement
planning.

This is the view of Abri
Meiring, manager legal
services of Old Mutual and
spokesman for the Insti-
tute of Life and Pensions
Advisors.

He worries about those
members of pension funds
who have been lulled into a
false sense of security that
their companies will pro-
vide for them so they can
maintain the same stan-
dard of living they have en-
joyed while working.

There is a substantial
gap between real income
and pension and few people
realise the difference in
time. Their dilemma is ag-
gravated by the eroding ef-
fect of inflation on a fixed
pension.

Mistaken

Estate planning is an-
other neglected area. Mr
Meiring says this is espe-
cially true since the relax-
ation of estate duty in the
late 80s.

“The mistaken belief is
that it is only the very
wealthy who need to worry
about estate planning.

“Estate duty is only pay-
able on assets over R1-mil-
lion and the duty is 15%,
but with inflation constant-
ly adding to the value of
agricultural and residen-
tial property, more people
are moving into the estate
duty bracket without real-
ising it. These are the peo-
ple with problems.”

Mr Meiring says South
Africans may be facing
estate taxes in the near
future without having pro-
vided for them.

“Most people need the
advice and assistance of
professionals to avoid the
trauma of a liquidity

t|2- ‘1L
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‘squeeze in their estates,”
he says.

The Mouton Committee
is Jooking at future options
for South Africa regarding
retirement provision. Mr
Meiring says the goyern-
ment may not provide a
pension fund whereby the
State will look after the
aged. The country does not
have the resources for this
provision due to the dispar-
ity between earners and |«
non-earners.

People will therefore
have to provide for their
own pensions, except per-
haps for a basic safety-net
type of provision,

Unfortunately, most
people do not provide for
their old age. Private pen-
sion provision will not de-
velop without encourage-
ment and this, says
Meiring, has to be through
meaningful incentives.

“A direct incentive like
the tax-contributions to
pension and retirement an-
nuity funds is of major so-
cio-economic importance
not only for private indi-
viduals, but also for the
state.”

Mr Meiring says the fis-
cus has gone out of its way
over the last couple of
years to make pension pro-
vision more attractive.

Spouse

Expanding on the ques-
tion of estate planning, Mr
Meiring says the need for
provision to be made for
executors’ fees which have
recently been increased
from 2,5% of the gross val-
ue of the estate to 35%.
Another important aspect
is to consider nominating
the spouse as a beneficiary
of a life policy because the
pay-out is quicker.

1f the policy is left to the
spouse in the will, 35% is
payable to executors and
the pay-out is delayed by
probate.
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Ways for theri@n
to beat estate du

Tiwes (s>

By WILLEM BOONZAIER

THERE is great uncer-
tainty about the route a
new government will fol-
low as regards a wealth
tax in particular and the
economic (and tax) strue-
ture in general.

Political volatility and the
risk of nationalisation con-
tribute nothing to alleviate
uncertainty.

It seems that some form of
wealth tax will be imple-
mented. However, it may be
unwise to take any estate
planning steps that will re-
sult in high costs now and
risk the planner’s objective
not being achieved.

Daughters

The major costs are usual-
ly incurred when assets are
transferred to an estate-plan-
ning vehicle, such as a trust
or company.

Let us examine the case of
a couple who are married in
community of property, have
three daughters married to
wealthy businessmen, and
who own these major assets:

t
THE writers of this column are fellows of the I‘ns(ltute of
Life and Pension Advisers. The institute aims to main.
tain the professional standards of competence and eth-
fcs of those engaged in personal financial planning.

@A R15-million house in
Northeliff,

®Shares in a shareblock
scheme valued at R15-mil-
lion (including a holiday
mansion recently built).

@ A share portfolio valued at
R1,5-million.

All these assets have high
growth potential, entailing
an ever-increasing estate-
duty liability. Since they al-
ready own the assets, little
can be done to avoid estate
duty should one or hoth or
them die now.

However, steps can be tak-
en to avoid estate duty on the
growth of the assets should
the couple live for several
years to come,

There are several possi-
bilities:

@ They could dispose of the
assets to their children.

The disadvantage of such a
step is that they would lose
control of the assets. This
could be overcome by build-
ing a pre-emptive right into
the sale transaction, This
may, however, not prevent

ct “Latirence Smith, ,Tel

tai h
{031) 661-2287/8. Fax: (031) 661
2316. A/H: (031) 233980.

the children from encumber-
ing the assets — for example,
taking a bond or a lien over
them.

In addition, the high value
of the assets may add to
estate-duty problems the
children already have. This,
therefore, does not seem to
be a sufficiently flexible
method to achieve the objec-
tive of avoiding estate duty.
® A private company could
be floated and the assets sold
to it by way of an outstanding
loan.

The holders of the ordinary
shares in the company would
be the children and control
would be retained by the pars
ents through the issue of pref-
erence shares to themselves.

Rights

In practice, one would is-

, sue 120 ordinary and 180 pref-

erence shares since both fig-
ures are divisible by any
number by two to six. It is
threfore possible to divide
the shares equally among
any number of children from
two to six.

In this way growth in their
estates is limited inasmuch
as the preference shares will
be valued at the nominal val-
ue for estate duty while the
market value of the assets
will be reflected in the ordi-
nary shares.

Obviously, the outstanding
loan, if not redeemed, would
be an asset in their estates.

Since the preference
shares would give them suffi-
cient voting rights to outvote
the ordinary “shareholders,
they would retain control of
their assets.

A disadvantage of this
method of limiting growth in
an estate is the cost involved.
Transfer duty on the fixed
assets would be calculated at
5% on the market value of
the assets as opposed to 3% in
the case of an individual or a
trust.

The transfer of the share-
block shares and those in the
share portfolio would attract
stamp duty of 1% on their
market value.

Audited financial state-
ments have to be prepared
annually — an additional
cost.

The children might be sad-

dled with an estate-duty
problem since they already
own assets of great value in
their own names.
@ 0ne or more inter vivos
trusts could be used to
achieve the same objective
as in thee previous two cases,
at the same time providing
flexibility in the estate plan.
The law of trusts in South
Africa is not codified (con-
trary to most other western
countries). This ensures flexi-
bility.

Dog

By having the trust deed
carefully drafted, control of
the assets can be secured by
a so-called dog-collar trust,
without any negative estate
duty implications.

The trust also offers the
ideal instrument to skip gen-
erations in order to prevent
the children from being sad-
dled with an estate-duty
problem as indicated in the
previous two instances,

In spite of the Margo Com-
mission’s recommendation
that “generation-skipping de-
vices” such as trusts should
be deemed to terminate
every 15 years when a capital
transfer tax would be pay-
able, it seems improbable
that existing trusts — those
set up before the introduction
of such legislation — will be
affected. The reason is that
the commission urged pro-
tection for “existing rights”.
@ Either spouse could avoid

WILLEM BOONZAIER

estate duty by merely b
queathing the assets direet
to the other spouse inasmur
as such a bequest wou
qualify for a deduction
terms of section 4(a) of tf
Estate Duty Act. ~

Although such a beque.
would reduce estate-duty |
ability, it would merely defe
it until the other spouse
death.

The third example give
here appears to be the mos
suitable method to lims
estate-duty liability for
wealthy person.

Community

However, in the light of th.
uncertainty the recommen
dation is that the planner se
up trusts at this point, but no
take any steps to transfer an:
assets to them.

Once clarity is obtainec
about the issues affecting
estate planning, the suggest-
ed route could be implement-
ed or adjusted.

The fact that the couple
are married in community o;
property makes the avoid-
ance of estate duty less es-
sential than if they were
married out of it.

It all hinges on 25%

A TECHNOLOGICAL agreement has

Durban-based Gelmar and Germany’s Hettich of Kilels

for the assembly of concealed hinges in furniture.
Gelmar has instailed an automatic assembly ling
SA’'s market for hinges is estimated at R3(mifli

been signed between

%

Gelmar hopes to capture about 25% in its first year,

Hettich is the world's larges

its products are popular in SA.

fu’rniture hardware maker and
[Tuwmts Chugs)

The agreement will give Gelmar acfess\l%fearch and tech-

nology carried out by Hettich.

lbf L

Eager to do buémess

SAFTO will host a trade con-
ference of its members and a
30-man delegation from the
Congo tomorrow.

The Congolese team, mem-
bers of the Union Nationale
des Operateurs Economiques
du. c(lZongo, arrived in SA last

ay.

They are eager to meet

manufacturers or producers
of food, laboratory equipment,
pharmaceuticals,” automotive
Spare parts, agricultural pro-
duce and feed stocks, con-
struction materials, bricks
and tiles and office requisites.
The conference will be held
in Safto’s Johannesburg of-
fices. )
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THE salaried employee
usually cries that there
is absolutely nothing he
can do to ease his tax
burden, but is Is not
true.

There are several legal
ways to make sure your
hard-earned money stays
with you, but tax changes
occur so frequently it is
vital to seek the opinion of
a consultant if you are in a
position to plan your tax
affairs.

The biggest change in
recent years is the comp-
lete separation of the in-
comes of married couples
for tax purposes. The fact
that married women pay a
top rate of only 38% is
plenty of justification for
her to hold assets in her
own name,

It means a doubling up
of the tax free lump sums
from pension and provi-
dent funds that a couple
can be entitled to. But,
warns Kessel Feinstein’s
personal financial planning
advisor Cheryl Howard,
couples should be careful
not to rush into the whole-
sale transfer of assets from
husband to wife — or vice
versa — to reduce the tax
liability on the income.

Limited

The law provides that
the income from any such
capital transfers which
were made solely or main-
ly for the purpose of tax
avoidance would be fully
taxed in the donor's hands,

“In other words, the onus
is on you to prove that an
asset transfer to your
spouse was not done for tax
reasons but for some other
non-tax grounds such as to
protect assets against
creditors in the event of
insolvency of the donor.

Set your sights on
ways o lighte

Stwws (pus

tax

Planning in advance is
the best option today, espe-
cially that there are now
benefits to be had because
of separate taxation.

At present, a man’s tax-
free contribution to a re-
tirement annuity is limited
to the maximum of R1750,
or R3500 less the amount
paid into a pension fund, or
15% of all non-retirement
funding income. A wife’s
monetary limits are exact-
ly half.

But contributions to an
RA should be made in the
husband’s name first, due
to the higher contribution
level and tax rate. Should

lofzfL ':"-2
burden

220

the wife have other in-
come, she can also cantrib-
ute in her own name.

Employees paying SITE
only will no longer fill in an
income tax return form,
and reclaiming overpaid
SITE is problematic. So, if
you are contributing to a
retirement annuity, make
sure your employer knows
about it and adjusts the
SITE deduction to take the
RA contributions into
account.

Your employer is
obliged to do this on your
behalf: no Receiver of Rev-
enue directive is any long-
er required.
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FIXED INTEREST
& GILT-EDGED

SECURITIES GENER,

INCOME

‘SOURCE: OLD MUTUAL,

POSITIONING OF FUNDS

UNIT TRUSTS
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EQUITY
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INDUSTRIAL
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Even executives@

need to look ahead

CONTRARY to what one
might expect, many com-
pany executives ignore
their own financial plan-
ning in favour of the re-
sponsibility for the corpo.-
ate future.

because their benefit
structures are not tailored
to their requirements.
They might also follow the
advice of partially in-
~ formed friends or business

\~ associates which can be

This neglect is largely~totaly inappropriate for

due to a shortage of tim
but also because they ar

N them,
Mr Trevor Buckland,

often no better skilled than Old Mutual’s manager cor-

anyone else at handling
their personal affairs.

porate of executive con-
. sulting. savs whila he
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SPORT might suffer
sweeping cuts in sponsor-
ship following a govern-
ment announcement this
week that sport sponsors
may no longer claim hefty
tax rebates,

A boycott-busting
scheme introduced in 1986
to encourage sponsorship
of international events
offered sponsors rebates of
up to 80 percent. But the
return of South Africa to
world sport prompted the
government to end the
incentive,

may lose spo:
bates are

By CHARLES LEONARD

“We are experiencing
the total collapse of boy-
cotts, resulting in a flood of
applications which make
unrealistic demands on

state funds through tax -

concessions,” Finance Min-
ister Barend du Plessis and
National Education Minis-
ter Louis Pienaar
announced.

Mr Clive Grinaker,
chairman of Grinaker
Sports Management, the
marketing agents of the

National Olympic Com-
mittee of South Africa,
said: “In the short term it
will have a detrimental ef-
fect on sport sponsorship
and it will certainly leave a
vacuum.”

One possible effect was
that certain sponsers
would reconsider their
positions regarding inter-
national sporting events,
he said.

Mr Jacques Sellschop,
group executive of Altron,
one of the biggest tennis
sponsors, said: “The tax

< S

dispensation of the boycott
years have enabled corpo-
rations like Standard Bank
and Altech to identify with
tennis.

“Without these dispensa-
tions they would find it vir-
tually impossible to fund
events such as we have had
in the past. The sudden
withdrawal compels us to
review our position.”

Sports promotor Keith
Brebnor said another out-
come would be that certain
international sporting
events may dry up in SA.

“We might lose some big

tournaments and never get ,
them’back again,” he'said. -
+I'Mr Grinaker added:that |
the ;announcement.. would '

dramatically change the
face of the’ formerly blos-
“soming sport, sponsorshxp'

) mdustry +
- “Stignsors “will re-’|.
*fiocuis their budgets ; and .}

- willi.no-. longer:: sponsor' i
| events where they don’t get :}
' proper busmess retums,"f -

ment -announcément ; said’|

prospectwe sponsors ‘eould,

‘still:benefit ‘from- tax. |

‘| breaks of up'to 48 percent
thr,
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1991 revenue collections ‘on target’

REVENUE collected during the first
10 months of the current financial
year was on target, figures from the
Central Statistical Service showed.

Collections during the 10 months to
the end of January amounted to
81,5% of the amount voted for the
year to March; 31 1992. This compared
with 82,9% collected during the cor-
responding period viQus
financial year. 20

A CSS breakdown showed revenue
collected by the exchequer increased
by 8,8%. Inland Revenue receipts in-
creased by 10,9%. Customs and ex-
cise duties, on the other hand, yielded

,year.

[ swempan connoLly |

6,2% less than last year.

With two months to go to the end of
the financial year and VAT revenue
starting to filter in, financial authori-
ties are confident collections for the
year will be on target.

During the 10-month period, the
Exchequer’s deficit before borrowing
and debt repayment amounted to
914% of the deficit voted2 fg'/_r ’talﬁ
year. This compared with 42,2%
iR Tk )92

The number” of Exchequer issues
increased by 17,9%. Exchequer issues
exceeded revenue collected by 15,2%.




BANKS are taking steps to
allow future non-resident
depositors to avoid tax on
interest they earn in South
Africa,

A banker says: “Whether or
not the depositor is liable for
tax depends on the mecha-
nism used to place his funds in
a bank,

“In many cases the wrong
procedure was followed. If
would have been just as easy
to avoid tax.”

A non-resident wishing to
deposit money in SA usually
places his funds in a foreign
bank, The foreign bank is in-
structed to place the money
in an SA bank. If the transfer
of funds from the foreign to
the SA bank takes place
abroad, the investor is not
liable for tax on interest,

Liable

The reason is that the Re-
ceiver of Revenue deems the
source of the funds to be
foreign. This may happen
where the SA bank has an
account with a foreign one.
But if-a non-resident places
money in an SA bank which
does mot have an aceount
with his foreign banker he
must take care. The foreign
bank may use another SA
bank to transfer the funds.

If this transaction takes
place in SA, the investor is

liahle for tax because the Re-
_

or

Banks cle

Sinwes Cou

By CURT VON KEYSERLIHCK

ceiver deems the source of
the funds to be here,

Tax may be avoided if the
depositor’s foreign bank
places the funds with another
foreign bank where the SA
one has an account. The funds
are deemed to have been
sourced from abroad,

A statement by the Recejy-
er says: “If the ereditor
makes the funds available to
the debtor outside SA and the
debtor transfers the funds to
SA for use here, the source is
outside SA and the interest is
not subject to tax.

“If, on the other hand, the
creditor transfers funds to

28A and makes them avail-
able to the debtor in SA the
source is in SA and the inter-
est is subject to tax.”

Under these gujdelines in-
terest on foreign funds
trapped in the net under the
foreign debt standst)l would

bave been taxable because
most were transferred at
least ~once from one SA
account to another.

But they were exempted
from tax in the second inter-
im debt standstill arrange-
ment in 1987,

The Receiver makes it
clear that interest on depo-
sits in SA banks by emigrants
or foreigners who earned
money in SA is taxable even
if they no longer live here.

Low

A banker sags the finrand
has weakened because many
non-residents have pulled
their funds out of SA.

“They are not transferring
their funds into gilts even
though these instruments are

-exempt from tax. They fear

that the money could be
seized by the Receiver to pay

Clear way
ax ayoiders

tax on interest earned in the
past,

“For the same reason
these depositors are taking
out funds to reinvest in SA
banks under procedures
where the deposits would be
deemed to be foreign
sourced.”

The finrand hit a two-year
low this week of R3,82.

One of the reasons is anxi-
ety of non-residents ahout

X,

It is expected that down-
ward pressure on the finrand
will continue because many
foreigners have term depo-
sits, which they continue to
withdraw on expiry.

A banker says: “The Re-
ceiver has botched this issve.
He is chasing money away
for little extra revenue. The
White Paper on the Margo
Report recommended aboli-
tion of the 10% withholding
fax to encourage foreign
loans and said it brought in
only R30-milllion a year.”
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Own Correspondent -
JOHANNESBURG. —
GST’s replggemeng
with VAT could have
a severe impact on in-
dustrial relations this
year, a trade union
leader:told the Co-or-
dinating Committee
on VAT at its public
hearings on Friday.

Nactii general-’
secretary Mr Cunning-
ham ,Ngcukana said
higher wages would

VAT:
Fears of

indgrs)t ial
action’ M

be demanded by

workers to offset the

impact of VAT.

More than 650

people ga_\yejgvidence
over thé wéékend at

oy ZZ)hé VAT ‘hearings in
entres around the
‘country. :

Cosatu general-
secretary Mr Jay Nai-
doo told the Johan-
nesburg hearing the
government’s:, intran-
sigent response to
calls for negotiations
on VAT “has’ urged
our members;
sider escalating:tl
campaign ito include
an attack on the entire
tax system”.

T




MORE than 600 people
have, giyen. evidence at
VAT publxc hearmgs

| VAT Co-oidinating Com-'
_mittee $aid at the weekend. -
"= A the: six centres for
whlch ﬁgures were avail- -
able; 272 people came 6
give -evidence. personally,
while:370-phoried;in.to.the;
toll-free lings and 121euers
ere recéived. 0o
any. ¢allers offered al-
"lerna £3.t0;" “thy 'presentv
st:ucture of VAT. - Sapa .




Opinion

By HANS MIDDELMANN .
WHY are so many South Africans
desperately poor?

One naive answer appears in a
recent two-part article by Dr
Neva Makgetla (Cape Times, Feb-
ruary 5 and 6).

“There are two interrelated
causes of poverty in South
Afriea,” she says: “Unemploy-
ment and starvation wages. Both
derive in large part from the ex-
traordinary concentration of
wealth in a few hands. In effect, a
few hundred white men currently
own most of the economy.”

In other words, the poor are
poor because the rich are rich. In
particular, the *few hundred
white men” are the culprits,
which would seem to make them
alegitimate, if not mandatory tar-
get for liquidation. We are as-
sured, however, that no-one pro-
poses to liquidate them, only to
rob them, like Robin Hood, to a
reasonable extent.

Wealth tax? -

Hence the proposals for a
wealth tax: a percentage levy o:
the assets (regardless of i

Creating new wealth
QE% cure mﬁ. poverty

The
headline
from one of
the articles
by Dr Neva
Seidman
Makgetia

s :9:«835.“3253&3& an-articls by Dr NEVA
SEMAN MAKGETLA of the Departrent’of: Economics at Wits

which
appeared in

of the largest private groups m:n
a similar levy on net personal
wealth exceeding a certain
amount — say R200 000. A further
tax is suggested on “human cap-
ital” embodied in education.

The details need not detain us.
It is the idea that something sig-
nificantly useful can be achieved
by transferring resources from
haves to have-nots that has to be
refuted.

The picture of a-small group of
white men holding the masses in
bondage has some appeal for un-
sophisticated people, but it be-
longs in the realm of fiction.
Equally false is the notion that
there is a fixed pool of capital
assets or wealth, a disproportion-
ate share of which has been
grabbed by a minority, leaving
little or nothing over for the rest.

The truth is that the poor would
be even worse off if no capital

1891,

tax. it first sppasred in the juumat Work in Progress of Degamber

the Cape
Times

assets had been accumulated by
the rich. The affluence of the mi-
noerity is a mitigation of poverty,
not the cause of it. It has been
said that one thing worse than
being exploited by a capitalist is
not being mxo_o:ma by a capital-
ist.

Robbing rich Peter to pay poor
Paul is not a feasible solution to
the problem of poverty, because
there are too few Peters and too
many Pauls.

The solution is to be found in
the fact that the pool of wealth is
indefinitely expandable. The
prime object of policy should
therefore be to enable the mass
of the people to share in the cre-
ation of new wealth.

recently.

This is the kernel of the mes-
sage put out in a paper just pub-
lished under the auspices of the
International Monetary Fund
(IMF) entitled “Economic Poli-
cies for a New South Africa”.

Simon Barber says in his sum-
mary of this paper (Cape Times,
February 11) that the IMF will be
loath to help the present or any
future SA government finance
anything that might smack of “in-
stant gratification”. The chal-
lenge is to lay the foundations for
sustained, long-term economic
growth.

Some sound advice follows: re-
duce government spending; bring
down inflation through monetary
policy; be firm with spiralling
wage demands; lower protective

trade barriers, and so on., We
must acknowledge, says the IMF,
that redistribution can be
achieved only through growth,
not vice versa.

This is the wisdom of the
modern world, born of disillusion
with collectivist experiments. Re-
grettably it is not widely under-
stood or emotionaily pleasing.
“Let ‘the people’ take over the
control of the instruments of pro-
duction. Let us produce basic
goods and services for the poor,
eliminating what is unneces-
sary”. So runs the old utopian
argument. The former communist
eountries followed it during the
last 70 years. It bankrupted them
all quite recently.

Let us see what Dr Makgetla,
who teaches at Wits C:Emnm:w in
the Department of

my, in the words of Hayek, cre-
ates a spontaneous order, inad-
equate as it may be; but if one
rejects the market as the best
available and flexible method of
achieving growth and coping with
change one is left only with a
central directing authority. The
authority is made up, not of work-
ers or communities, but of peopie
acting in their name, people who
“know” what should be m:.on:nmn

has to say about this. Although
her article is ostensibly about a
wealth tax, even she concedes
that it has limited usefulness and
a number of weaknesses and dis-
wnéimwow The thrust of her ar-
ticle is rather towards a change
in the structure of ownership and
management so as to eliminate
what she regards as inadequate
and inefficient investment poli-
cies and “the misuse of investa-
ble assets by the rich,” and to give
workers and communities a
greater say in the overall invest-
ment process”.

It is not clear how this “input”
by workers and communities is to
take place, nor how the input by
different groups of workers in dif-
ferent industries and regions is to
be co-ordinated. A market econo-

what is u ry and what is
desirable.

Whatever the faults of existing
economic policy — and they are
many — a dispensation as envis-
aged by Dr Makgetla would doom
the majority of people in South
Africa to nmmumn:._m poverty and
frustration in an unwieidy, un-
workable and internationally un-
acceptable regime.

When Messrs De Klerk and
Mandela are exposed to the scru-
tiny of business leaders at inter-
national conferences, they ex-
perience reality and tend to react
positively and in unison.

When they return home, ele-
ments of fairyland intrude. Mr
Mandela is confronted by the gob-
lins of sanctions, nationalisation,
redistribution, people’s power

and all the rest of it; Mr De Klerk
is assailed by accusations of bad
faith on the one hand and of sell-
ing his white compatriots down
the river on the other. They share
a remarkable common South
African patriotism when they
face the outside world. When they
are at home, the lingering inter-
nationl polities of the last few
decades seem to demand a public
distrust of each other. If they
could speak and act in unison at
home, too, what rapid progress
we would make!

Nucleus of new SA

I am concerned here with the
economy which cannot flourish
unless the political scene
reaches stability. And in :am mmE
of policy Mr N
has the larger role to play. He
should be more confident of the
inherent good sense of the mass
of his constituents who have
watched what happened in East-
ern Europe and in the African
countries that adopted socialist
policies.

Everyone wants to be better off
and many of them are succeeding
most remarkably. South Africa
does not consist mainly of impov-
erished blacks looking for hand-
outs. There is a growing middle
class of business and profession-
al people, building up their own
stock of assets and operating in a
“capitalist” market — running
taxis, doing backyard repairs, op-
erating spaza shops and small es-
tablishments of one kind or an-
other, accumulating some
capital.

‘They are the nucleus of the new
South Africa and should be laud-
ed as such. They are also the po-
tential employers of the the un-
skilled and uneducated masses
who make up the millions of un-
employed. Their outlook on life is
more akin to that of the IMF
economists than the discredited
advocates of communism.

JHans Middelmann is a Cape
Town businessman.
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~RETIREMENT SURVEY

Super tax savings for

mium payment throughout
one’s working years, are
considered efficient tax-sav-
ing investments, a single
premium retirement annui-

ty taken out in the year of

one’s retirement could
prove to be a super-efficient
tax-saver.

This situation arises when a

senior executive, on his retire-
ment, receives a large cash

: - © h first instalment may on i i .

commutation from his pension  Soon Hrst L may only A Total lump sums received on refirement:
fund as well as other a‘r)nounts be paid mt the ensuing year of . "y pengion Fund R600 000
from retirement annuities or a - 3SSessment. Provident Fund 370 000
provident fund which, together, The only option that is thus ; RO70 000
will exceed the overall tax free  still open to retirees is to re-

i Less tax free all R120 000

allowance of R120000 or R4500°  duce their taxable income by £ss lax iee allowance R850 000
% number of years membership ~ maximising their allowable de- Taxable excess lump sum. i
of the fund. ductions, that is their medical B Total income in year of retirement: :

and physical disability deduc Seary (1 month, : R 18000 |
i - alary (1 mond

exiléséhiessiu%ljx;cclznggtg;esi :ﬁ: tions, pension fund contribution Pensi){)n (11 months), 132 000
retiring executive’s average ggurrentt and back-dated), re- Net taxable | R150000
rate of tax in the year of bis  tFement annuity fund premi- et taxable income 0
retirement. : ums (current and re-instated) Tax payable (1991/92) R 55100

g ) and any donations made by Average Rate 36,73% !
The average tax is deter-  them to educational institu- C Deductable Single Premium Refirement Annuity contribution

mined by ado:lu:igbi;t}gethﬁix;3 the  tigps. (SPRA):
salary he earned before his re- : . Taxable excess lump sum. RB50 000
tirement and the pension re- Under normal circumstances, 288 U -
ceived during the fest of that  all these deductions, if fully ap. Taxable nor-pensionable Pension __132000
tax year and other taxable in-  plicable, would have only a lim- R982 000
come, that is investment in-  ited effect on reducing the tax- Therefore, 15% of R9E2000 = - R147 300

bl f y
come. able income of the taxpayer. D Total Income in year of refirement (with SPRA):
. However, at retirement the Salary (1 month) R 18000
Minimum taxable portion of the retiree’s Pension (11 months). 132 000
The higher this total taxable  fomnbyg oo als under the defin- R150 000
il‘;)(iOmE, ths"iig;ﬁhes’c;‘l‘: ;‘:’é Pay-  ductable contribution to a re- Less deductable SPRA 147 300
able on a S i :
sequently, the Sigher the aver- apoiiea, tat 1 1 peraont of Net taxable income ho2me
age taxrate applied tothelump  {50ap)e non-retirement funding Tax payable (1991/92)
sums. income. Average Rate 15%
The objective at retirement is . E TAX SAVINGS .
to reduce the taxable income to This means that where a re- Tax paid on lump sums (R850 000)

-a minimum in the year of re- tiring senior executive has a @ 36,73% (average rate) R312 205
tirement, thus reducing the av-  taxable lump sum of say @ 15% {averagerate).________ R127500
orage rate and the amount of B850 000, the 15 percent rule ) —_
tax payable on the lump sums. would go a long way to reduc- Saving R184 705

In the past, it was standard  ing his taxab}e income in the Tax paid on income '
procedure for retirees to bring first year of his retirement. R150 000 @ 36,73% R 55 100
chou i eien by W oo oty e 12700 @ 160 s
electing to have their pensions mux:v;;ag;:té‘ ‘::d l‘l’azeethmelgéz Saving R 54 695
paid to them annually in ar-  fent of reduei his t Ri Tax tax saving = R239 400

g by Rl Rt |

i _This had the effect, in nearly ¢ ; ] —

| > ; orm of premium to a single i R 82100 |-

! all cases, of reducing their tax- remi i ¢ it Net benefit -
able income so that the mini- [ co um Fétirement annuity. {ie R1,62 tax saved for every R1 invested in a
mum marginal rate became This is then clearly a more Single Premium Retirement Annuity)

the su

| sTAC Vffqy
By Tim Tomlins their average rate (that is, Tim Tomlins . .\, he
a director of Berns Block 15 percent in 1991/92). notes that the
} However, the Receiver of Receiver of Revenue
Although retirement annui-  Revenue has recently made it has made his
ties, funded by regular pre-  very clear that this type of ar- A feellngsA glear._

‘rangement is not acceptable: -

In a letter dated July 4 1991
the Receiver stated that “for
taxation purposes, the commut-
ed portion of the annuity (lump
sums) and the first instalment
of the annuity (pension), wheth-
er payable monthly, quarterly
or annually, to which a retiring
member becomes entitled, is
taxable in the year of assess-
ment in which the member re-
tires, regardless of the fact that

per tax payer

efficient tax saving than the
maximum of 43¢ for every Ri
contributed in the form of ongo-
ing premiums during a taxpay-
er’s working years.

The effect of the single pre-
mium retirement annuity can
be illustrated as follows:
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just a few :

days Ief@‘
By Mike Anderson,

Senior Manager,
Syfrets Investment
Management Servu.-es l

You have just a ‘couple of dags
left to save tax this year |
through a retirement annuity.
An investor in what is eﬁ- |
tively a private pension Hiad
can contribute annually in™3t-
vance to get relief this tax year.
Part of the year’s premulm
that you pay this month ig
‘ductible against this year’s in-
come even though the conteid-

tual term of the RA stretches |

into next year. That's why Kéb-
ruary has become the timeito
review retirement planningsbiv
This tax relief applies whetlt-*
er you work and contributertea
pension; are self employed or ,
simply have taxable investrpEht
income. Key RA features arex
@ Highly adaptable in regard
to the amount of contrxbutmns, :
the number of years of co u-
bution (minimum one year) d *
when the benefits will be pay--
able (any time between the 5ih |
and 70th birthday): o~
@ One-third of the proceeds.of
an RA can be taken as a Jjfifp:
sum; the balance must be used
to purchase an annuity: e ot
@ Different RAs may have,
ferent retirement dates, thus.
lowing for those who wish”| ro.
continue working after retine-
ment and who will not nee{ft31l
the proceeds at the same time,
Benefits: The State encoursgds
the purchase of RAs by alltW--
ing tax advantages: ed
1. The one-third of a RA “fdt
can be paid as a lump sith
is allowed partiaily tax-free. A
maximum of the greatel {f
R120 000 or an amount calculat-

.ed by multiplying R4 500 by.the ,

number of years the taxpayer -
was a member of the RA fundyis .
available tax-free to the.fax
payer member but this ceiling
is cumulative of all lump swifis
derived from the membetls-
Pension Fund, Provident Fund
and RA Funds. This is particg-:
larly attractive to a youn:ger
person to consider a RA.

2. If you are a single or mart‘i
man or single woman, your” A'
contributions receive reliéf'fn.
the form of a deduction ca'lcu
lated as follows: '
The greatest of: X
(a) 15 percent of non- penswn-'
able taxable

(b) R3500 less allowable conm-
butions to Pension Funds, of"'5
(c) R1750 "“
3. If you are a wife with enough
of your own taxable income

. (and pay SITE), you can get 4ax -

relief on your own RA contr}

tion as above except for 2. Q)




# (a) 15 percent of non-pensipn-
able taxable Ae
(b) R3 500 less allowable contri-
butions to Pension Funds, of”*%
©R1750 . s
3. 1f you are a wife with enéligh
of your own taxable income
(and pay SITE), you can get #ax-
! relief on your own RA contiibl-.
tion as above except for 2 ¢):
read R875 per year regardiess:
of whetier your husband haghjs
own RA. Any income derived by .
a wife as a result of a donatidh,
| settlement or other disposit,
made on or after March 20 1381
by the husband will be taxetin
the hands of the husband, -~
On maturity of an RA: Of'lffe.
sum paid out, one third cap he:
taken in cash. Tthe rest must
be invested in a life anniity.
Annuity rates are fixed at-tire
time of purchase, which means’
timing is eritical. -
|- There are a number of draw-
: backs with compulsory’
life annuities, as they are:
called. On a straightfor-
-ward purchase whfch
brings in a taxable fixed
monthly sum for life,
rates are the highest."But
should you die, even say
a year after the life"4n-
nuity is bought, your cap-
ital dies with you. LodWer
rates apply to the life'an-
nuity option which.is
guaranteed for 10 yRars
during which, should you
pass on, your wife or de-
pendents receive:the
monthly payments. After
10 years you are batk'to
the situation where the
payments stop wherr Jou
do. So what you kive
saved in tax duringsthe
years when you Iive
been paying in to ysur
RA has to be considered
against what you ill
pay in tax once yourdRA
has matured and your:
compulsory life annuity
purchased. You havein
fact deferred tax. - L.
UAL and Syfrets re-
cently came out with,two
schemes linked to rypit
trusts, Oue is an equity-:
linked RA which offgrs:
tax-deductible invest-:
ments in one or moge cf’
their unit trusts, switgh-'
ing them as you seecfit.
And you are allowedgto
stagger withdrawals;nof
#0¥ |- | your retirement benefit
between ages 55 and 7} -
The other is the equiky-.
linked life annuity {gn-
derwritten), also linked
to unit trusts, that helps’
your maturing antuity-
outpace inflation. Antha

b
s annuitant does not dpse!

the benefit to the insuwer
on death. The surviying.
spouse can opt for-the
annuity to be paid for.
life or the full curpent:
value of the annuitysin--
vestment will be paid.to’
the nominated benefi-
ciaries in the form of san:
accelgrated annuity..._

major benefit is that the- |.

w

o




Tax rebates

withdrawn

CAPE TOWN — Sports
Sponsors will no longer be
eligible for tax rehates as
SA’s readmission into the
international sporting are-
na gains momentum,

Finance Minister Barend
du Plessis and National
Education Minister Lonis
Pienaar said the incentive
scheme introduced in 1985
would now fall away.

Sponsors were offered
tax rebates of up to 80%,

The Ministers said their
departments had been inun-
dated with appljcations for
sponsorships. 320

“We are experiencing the
total collapse of boycotts,
resulting in a flood of appli-
cations which make unreal-
istic demands on state funds
through tax concessions,”
they said,

The Ministers said pro-
spective sponsors could stil]
benefit from tax breaks of

up to 48% through advertis-
ing iZ orts events, —
sapa. 8% 972 |9 1

|

Pay rises shrink

8P )
each year 1

AVERAGE wage increases have
steadily declined from 17,9% in 1938 to
16,1% in 1991 and the national average
settlement this year is likely to be
between 13% and 14%, labour consult-
ant Andrew Levy’s latest wage settle-
ment survey shows,

In the second half of last year the aver-
age level of settlement was 15,3%.

Industrial action featured in 63% of ne-
gotiations monitored and the use of go-
slows increased to 34% of the action moni-
tored, as against 22% previously.

Productivity
e ————

Overtime bans were also a favoured
union tactic, the report said,

Whereas the 1980s were dominated by
“pattern bargaining” — where negotiators
tend to follow national and sectoral trends
rather than h ing out agr
specific to local needs — the 19905 were
likely to see shifts towards “effort-reward
bargaining”, where issues such as labour
productivity and the trade off between jobs
and wages could be more decisive.

The report said settlements in the min-

——

ing and metal industries last year “ex-
ploded the myth that there is some inher-
ent right for wages to automatically keep
pace with inflation, irrespective of the
state of the industry.”

This year Levy €xpects a critical issue
for wage bargainers will be the control of
government expenditure and the restrue.
turing of the private sector — and the
effect these will have on employment,

A social contract at a national level, the
report argues, could trade responsible
wage bargaining for greater responsibility
over job security, training and develop-
ment,

In addition, alternative benefit pro-
grammes designed to meet the specific
needs of union members and allowing
greater participation of the unions in their
management, will be important.

In this sphere, unions will “seek schemes
that provide for savings that are available
in times of emergency” and where they are
represented by “individuals they have
come to trust”,
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"Govt’s rev
ww..,.mé._r%mas 220

Government revenue collection
is back on target judging from
state-expenditure and income
figures released in the latest
Government Gazette.

~ From April to January gov-
ernment revenue totalled
R59,75 billion compared with
_ R55,72 billion for the same
. period in the 1990/1 fiscal'year.
- 7 During the first 10 months of

the current year the govern-
ment has. thus collected

81,5 percent of its budgeted-in- -

come of just-over R73 billion. At
the same stage last year-income
had reached 82,9 percent of the
budgeted total. .

While the figures do not give .

a detailed breakdown of tax
collections — including: the in-
come from VAT — they show
that total inland revenue was
up by 10,9 percent to

[ n@—-%nac%\_v

billion (R48,81 billion).

. Income, from Customs and -

Excise, however, was 6,2 per-
cent less than last year at
R6,41 billion (R6,84 billion).

Government expenditure con-
tinues to run ahead of budgeted
targets. In the first ten months
‘of the fiscal year the govern-
yment spent R72,34 billion,
19,1 percent more than in the
comparative period in’ the
1990/1 fiscal year.

-

ack on target

o

Finance Minister Barend du}
Plessis has budgeted for totals
expenditure of R85,35 billion ifi)
the current year and is set to:
ask Parliament to approve adz|

ditional budgets before the end
of the month.

The deficit before borrowin
during the first ten months ha
thus surged to R12,6 billion and;-
is already amounting to 92 pe
cent of the budgeted deficit for-
the year as a whole. =
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FILLING COFFERS:

The Consumer Council recovered more
than R3,7 million during 46 000 investiga-
tions on behalf of consumers who were
" dissatisfied with business transactions last

year. — Trends Reporter.

FRUGAL FEMALES:

Women are better than men at managing
money, says a survey of spending in Brit-
ain. It also scotches the myth about Scots
stinginess: Britain's thriftiest people are

—

THRIFTY SHOPPERS: 3

A test of wills between Russian consumeys}
and producers is under way. Faced with _an
abundance of goods, but at prices they ¢an
| afford, consumers are opting to buy.as:

East Midlanders. — Daily Ma

little as possible. — Sapa-Reuter. e

ha
ol

-~ How to

Consultant
-and author
‘Ralf Metz
-says tax

avoidance

is your
right.

PAULA
FRAY
reports.

i
"BEAT THE
SYSTEM

. paying taxes

ALF Metz can boast to his
friends that the dreaded Re-
ceiver of Revenue is getting
the least possible amount of

money from him ... and he’s right.

What's more, it’s all perfectly legal

and above-board. .

No-one likes to pay tax but paying

too much tax is even worse.

Taxes — and they come in all
shapes and guises — are the main
source of income needed by the
Government to provide social
services from which everybody
benefits, says Mr Metz, a se-
nior legal advisor and train-
ing specialist at one of South
Africa’s largest financial in-
stitutions. With so many
taxes, he says, it is under-
standable that we sometimes
feel like modern-day Midases
— except
that what we
touch turns
not to gold
but to taxes.

‘“Although
there are just
and valid
reasons for
paying in-
come tax, it
can be safely
said that no-
body likes

— and no-
body likes
paying more
tax than is absolutely necessary,” he
adds.

And, says Mr Metz, tax avoidance
is your right.

Tax EVASION is not.

“Tax evasion is a criminal act,”
he says. “If you know the income tax

system you don’t have to resort to

tax evasion to save tax.

47 “1t is the right of every taxpayer

St duqr

to arrange his affairs in such a way
as to pay the minimum amount of
tax that is legally required of him.”
For the average taxpayer, income
tax legislation is very confusing.
And the detailed tax return we

have to complete at the end of the

tax year does not help to alleviate

this confusion.

But, says Mr Metz, if you know the
ground rules and apply them, you
will ensure that you pay only the

-amount of tax for which you are le-

gally liable. [y
In his book “Paying less tax made
simple?”’ (Struik Timmiss, R39,99),

Mr Metz gives practical suggestions
on how to beat the taxman. They are
easy enough for even the most con-
fused taxpayer to understand.

Mr Metz points out that you will
only need to pay tax if your taxable
income exceeds the tax threshold.

In his book, he answers such con-
troversial questions as:

beat the tax monster

® How can the ordinary salaried
employee reduce his taxable in-
come?

® Does it pay to have a company
car?

® Does tax on fringe benefits take
away the “benefit”?

® When does a married woman be- °

come ‘a married person and how
does this affect her tax bill?

Wine-bottle plan here soonj;

Eat, drink and save
money. That’s the mes-
sage being sent out to
consumers as thousands
of tons of empty wine
bottles are collected,
cleaned, sterilised and
sold back to the industry.

Last year Western
Cape schoolchildren col-
lected more than 105 000
bottles during a six-
month drive. With each
bottle giving a 10c re-
turn, they earned almost

wf
i

ns

R17 000 in prizes and te:
funds. e
This year the Cape rg-
cycler, Ecobott, E.m:m_n.%«.
extend the competitig
to schools in Natal mmm
the Pretoria-Witwaters-
rand-Vereeniging area.
The move to collect wife
bottles for re-use — rath-
er than smash them f§
recycling — is grow
fast, says Ecobott sales
director Horst Klos. ‘91

TRENDS m..mumvow.u.@.ﬂ

iidy

o2 ]
——|

Good news for Johannes-
burg commuters. R38
season bus tickets will be
reintroduced permanent-
ly from March 1 for a
monthly ticket with un-
limited rides. This means
a consumer using the bus
twice daily for 22 days a
month pays 86¢c a ride.

® At OK, Table Top Big
T Steakburger (1 kg) will
sell at R10,49 instead of
R13,19; Harvestime Cut
Corn (1kg) will sell at
R8,19 instead of R8,39;
Instant Nespray Full
Cream Milk Powder
(1kg) will sell at R15,79
instead of R17,69; Pot
O’Gold Instant Coffee
(750 g) will sell at R6,99
instead of R7,69.

@ At Spar Rama mar-
gerine (1 kg tub) will sell
at R6,99 instead of R8,13;
C&B Mayonnaise (750 g)
will sell at R4,99 instead

of R5,99; Ricoffy (75¢ g)
will sell at R7,99 Emnnwn
of R8,79 and Glenryck
Pilchards (425 g) will dell
at R1,69 instead of R2,35.
@ At Checkers, Yellpw
Band ice-cream (51) il |
sell at R11,99 insteadiof |
R17,99; Escort Shoulder
Bacon (250 g) will selltat
R3,99 instead of R5,20;
Escort Pork sausagles
(500 g) will sell at R4j99
instead of R6,79; Harvjs-
time peas and baby car-
rots (1kg) will sell .at
R7,29 instead of R9,52.}

@® At Pick ’'n Pay Dog-
mor (10 kg) will sell jat
R15,99 instead of R19,89;
Pick 'n Pay cat fopd
(170g) will sell at 7¢c;
Pick 'n Pay smoked mus-
sels (105 g) will sell jat
R2,59 instead of R3,25;
Escort beef sausagps
(500 g) will sell at R4}99
instead of R6,35. ]




rom April to January gov-
ernment revenue zobal eqd
R59,75 billion Compared’ witp
R55,72 billion for the same pe-
riod in the 1990/91 fisea) year,

uring the first 10 months of
the currept year the goyery.
ment has ‘thyg collecteq

Y ercent o
Lo percent of its budgeted jp.

While the figures do not give
a detailed breakdown of tax
collections — including the in-
{ VAT — they show
that tota] inland revenje was
up by 10,9 percent t0 R53,29 bil.
lion (R48,81 billion).

Income from Customs ang
Excise, however, wag 6,2 per-

ections back

on target

cent less thap last year at
R6,41 billion (R6,84 billion),

overnment expenditure
continues to run ahead of bud-
geted targets. In the first 10
months of the ‘figeq) year the
government spent R72,34 hil-
Iion, 19,1 percent more than ip
the comparatiye period in the
1990/91 fisea) year,

Finance Minister Barend dy
Plessis has budgeted for total
expenditure of R85,35 billion in
the current year., -




VAT isG9
rejected

(ﬁ‘f“’“\’\\’v{‘\’—

By JOE MDHLELA
THE public hearings con- |
ducted by the Congress of-
South African Trade Un-
ions at the weekend re-
vealedthat the general pub- |}
lic rejected the implemen-
tation of Value Added Tax.

After the first day of
hearing evidence, 654 peo-
ple hadmade contributions.

The statement said at
centres where figures were
available, 272 people per-
sonally gave evidence, 370
phonedinand 12 lettershad
been received, .

The general secretary of
Cosatu, Mr Jay Naidoo,
SACP leader, Mr Chris
Hani and Nactu’s general
secretary, were among
some of the leading figures
who gave evidence,
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Tax review

grow in 1992 but, because of the poor per-
formance In agriculture, this growth could
be expected to be only modest.

Du Plessis satd SA was en route to great-
er financtal stability. He sald the country's *
re-entry into the international financial
market environment via recent Eurobond
issues had been a great success.

O From Page 1

A sustained higher level of foreign ex-
change reserves would enable government
to continue its policy of maintaining a
stable effective exchange rate.

Du Plessis’ speech boosted the financla}
rand yesterday and it staged a small come-
back. It closed at R3,61 a dollar compared
to Monday’s R3,77 close.
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VAT

Consumer xmuo—.nm_‘m.WNO

The first public hearing on
Government policy — last
‘weekend’s survey on Value
‘Added Tax — has been la-
belled an “outstanding suc-
cess” by the orgahisers.

Although statistics and
papers are still being collect-
ed around the country, Cosatu
spokesman Lisa Seftel said an
estimated 900 to 1000 repre-
sentations had been made dur-
ing the two-day public
hearing. . )

A report on the hearing is
being compiled and a formal
memorandum will be deli-

ring

) STAR.

d to the State President

before Budget Day on *-are arr

March 18. 4

On the first day alone, ‘3% '
people gave evidence to the
commissioners at variou$
points in the country, accord-
ing to the VAT Co-ordinating
Committee. Results from Pie-
tersburg and Port Elizabeth
were not included.

More evidence was received
on Saturday, said Cosatu.

On Friday, 272 people came
to deliver their evidence in
person, 370 called in on the
toll-free lines and 12 letters
were received.

“A pumber of regions have
phoned in to say they wish to
continue the public hearings

hailed a success

zolz |9
during the .aoB:.m i.mmw and

fed comi S
to go out to smaller towns,”
said a spokesman for the VCC.

“The response is far above
the normal level of response
received for inquiries by stat-
utory bodies. It shows that the
public has seriously consid-
ered the VAT issue and has 2
well-thought out point of view
which has not been heard up
to now,” said the VCC.

Ms Seftel said the hearings
had not only been successful
because of the number of peo-
ple who had made representa-
tions but also because of the
range of people involved.

Callers reportedly came

from a broad spectrum of
public interest groups.

No response was received
to the invitations extended to
Finance Minister Barend du
Plessis and Government to
make representations.

“Bijg business also failed to
respond,” said the VCC.

Among those giving evi-
dence was Cosatu secretary-
general Jay Naidoo who said
that Government's refusal to
reopen talks on VAT meant
Cosatu was “seriously” consid-
ering stepping up its fight for
an overhaul of the entire
South African tax system.

“VAT has led to an increase
in the cost of living of all peo-

ple and has had a detrimental
effect on poor people in par-
ticular.”

He said Cosatu hoped public
submissions at the VCC public
hearings “would be a powerful
indicator to the Government
that it is not only fruitless but
dangerous to keep the door (of
negotiations on VAT) closed”.

Immediate changes Cosatu
wanted to see were:
® No VAT on basic foods,
water, electricity, medicines
and medical supplies.
@ Special provisions for small
business. ’
@ Adequate poverty relief pro-
grammes which were proper-
1y negotiated.




':Coodesa costs citizens plenty
xAYERS were sgt back alm6st'R3,5-1
to provide for Codesa up to'December 31.
Delegates seem to have enjoyed sumpfi
food: during and between Codesa meetings;/as
the bill for their “snacks”, amounted to R61 700
alone, the Minister of Constitutioial Develop-
ment, Mr_Gergif Viljoen, revealed. in_parlia-
ment. 1 ’ZO?Z 20T ..,

The largest expense though was not the food, by
the«rem fumiture, offices, electricity, sound
‘lxg“htmg, and flowers and plants — at.R1,2- ml
lioft

The other major expenses were accommoda
(R905 580), travel, (R822 400) printiny i
ry (R1574000); professxonal services
\ (R119 000) and hiring of equipment (R86 000).




Probe into tax cd

THE Democratic Party has demand-
ed a commission of inquiry into al-
leged tax corruption in the Depart-
ment of Inland Revenue( 220

Mr Robin Carlisle (D) 'ynherg)
said in the Part Appropriation debate
that if the Minister of Finance did
not appoint such a public commis-

cover-up
of government corruption. -

A former employee who had taken
the Department of Inland Revenue to

court over allegations of corruption -
had been-silenced.by a R164 000 pay- .

: ge d; |

R g

i
&

ment and promises of a departmen-

tal investigation: — Sapa.
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MANY people think of
tax planning as a way of

limiting their tax liabil-"

ity in the short term —
next month’s salary
cheque or year-end in-
come tax refurn.

In fact, tax planning can
be divided into three broad
categories: short-term em-
ployee tax planning
(through fringe benefits),

retirement planning and

estate planning.

Over the last couple of
years the scope of structur-
ing employees’ salary
packages to minimise tax
has been restricted by In-
land Revenue in its effort to
equate payments made in
cash to those made in kind.

The loopholes have been
closed so effectively that
cynics among tax experts
say employee tax planning
is virtually dead.

Employers looking at
salary . ‘structures  should
look longer term to retire-
ment plapningdor staff.

There'afg;fgur. main in-
vestment veliiclés ~avail*
able for those wishing to
make provision for their re-
tirement: pension funds, re-

Retiremen

“

tirement annuities, ‘provi-
dent funds and deferred
compensation.

BDO Spencer Steward
tax director Matthew Les-
ter says although most em-
ployees belong to a pension
fund, it is often not suffi-
cient to maintain one’s
standard of living through
retirement. This is specifi-
cally true in an inflationary
environment.

Average

A typical pension fund
based on 2% of an average
salary over the last three
working years, multiplied
by the years of service, will
only yield 80% of the aver-

; age salary as a full pension

after 40 years’ service.

0ld Mutual senior legal
analyst Peter Stephan says
tew retiring employees
build up this length of ser-
vice, the average being
around 15 years.

This means a pension of
s than 30% of salary.

‘Assuming inflation re-
mains constant (at 16% a
year), the buying power of
such a pension will be

tax

halved every four years.
In order fo provide ade-
quate resources for retire-
ment, one would need to in-
vest at least 15% of before-
tax salary in retirement
funds of one form or an-
other, and the spread of in-
vestments depends on the

:annuities and tax:planning =———

ntrols
es of

® ’”"ZE‘) )%

ing

PETER STEPHAN

greater retirement” pian-
ning is essential. ="

individual's requirements.
The effect of inflation on
senior citizens has become
so visible that the authori-
ties established a commis-
sion to r d solu-

However, short-term tax
planning and retirement
planning are not the only
issues which need to be ad-
dressed. N
Estate planning iSalso

tions.

The Mouton commis-
sion’s findings show that in
1990, of the 9-million people
formally employed in the
economy, 2-million had no
formal retirement provi-
sion.

Factors such as the eco-
nomic slump, retrench-
ments and job-hopping are
adding to the dilemma,
with more people taking
early retirement benefits
and not reinvesting the
money.

In 1988, there was a pre-
retirement leakage of
R1,5bn (see graph).

Tax and insurance ex-
perts say the need for

an important is-
sue. There has been much |
talk about increasing taxes
on the wealthy as a form of
redistribution of wealth.

imperative

Tax experts say a combi-
nation of the threat of high-
er taxes and inflation make
it imperative for individ-
uals to consider estate
planning.

They predict the use of
trusts” will increase, be-
cause a trust never dies,
thus overcoming the estate
duty threat, and it freezes
the value of assets within
the trust, thus overcoming
the effects of inflation.




By BARRY STREEK

A PUBLIC inquiry into al-
leged corruption and ineffi-
ciency in the Department of
Inland Revenue was neces-
sary because people were un-
willing to give evidence to an
intra-departmental commit-
tee, Dembcratlc Party MP for
Wynberg Mr Robin Carlisle
said yesterday.

The integrity of certain tax offi-
cials in Cape Town had been
questloned by the Supreme
Court, her$did during the part-
i debate in Parlia-

If the Mlmster of Fmance Mr
Barend du Plessis, did not ap-

I'O;

eT 2y

‘lax tax oft 1ce

point a pubhc inquiry he would
“become party to what will be
perceived as a cover-up”.

Mr Du Plessis and his Director-
General knew there was a most
serious situation in their depart-
ment becuase the Supreme Court
had told them so.

Sued by an employee, Mr TN
Foster, who claimed he had been
demed promotion for being over-
zealous in tracking down tax
dodgers, the department had
agreed to investigate Mr Foster’s
allegations and pay him R164 000,
but in return had demanded his
perpetual silence.

The department had appointed
a one-man committee, Mr PJ
Botha of the Department of Jus-

tice. He did not doubt Mr Botha s
integrity, but ‘“appointing a
career civil servant to investigate
other career civil servants” could
not meet the court’s require-
ments in respect of the indepen-
dence of investigating personae.

“All of the people who have
given me information on tax cor-
ruption refuse absolutely to give
evidence to an intra-department-
al inquiry,” he said, but all of
them would give evidence to a
public commission of inquiry.

Mr Carlisle also said cheating
on taxes had become part of
South Africa’s national life and
tax evasion and corruption in the
Department of Inland Revenue
had cost the country billions in
lost revenue.
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ANALYSIS OF THE NUMBERS OF TAXPAYERS AND TAX ASSESSED IN INCOME GROUPS e@
TAX YEAR 1991 TAX YEAR 1990 TAX YEAR 1989
Taxable Income | Number % Tax % Number % Tax % Number % Tax %
Group Total R'000 Total Total R'000 Total Total R°000 Total
R
LOSS 9921 119 0| 000 23062| 131 o[ 000] 28116 125 o] om0
0- 5000| 92214| 1108 1263] 001| 28236 12,38 3479 002] 22598 1003 5525 004
S000— 10000 | S5608| 067| 4657 005| 25866 147 12560 008 ese22| 04| 23e48] 007
10000- 15000 | 18401| 221 13362| 014 7203 450  s3404| 036 3a41s| 1528 24150 173
15000 - 20000 31241 375 a@59| 045 1220 697 180601 121 8167|1545 ss2710] 3.6
20000- 25000 | 41162]  494| 86305|  o0g0| 221147| 1254| 603924  403] 254812 1131 749746 537
25000~ 30000 | 43617|  524| 141377]  148) 197133 1118| 8478s2|  s66| 21285| 944| 952022 682
30000~ 35000 | 42198  507| 203089  213| 175599 996 1067565  7a2| 173634| 70| 10842 774
35000— 40000 49358  593| 3e13| 342| 1490s4| 845 1185407  791| 139477|  619| 113370| 813
0000- 45000 | s2170| o087 eor792| 731 121147  687| 1201123 02| 10s812| 465 105251| 755
45000- 50000 | 82964}  997| esssaa| 97| 9sors|  s44| 1144753|  7e4| sr04a| 360 976596| 700
s0000—- 60000 | 127081 1527|1665726] 17,46 127731]  724| 1901011{ 1269| 103045|  457| 1541797| 1105
60000 — 70000 | 78912 94g|134969| 1415| 72227] 40| 1374603 917{ s6966| 253 1091731 7,83
70000~ 80000 | 47133|  se6{1001993| 1050 40814 231 os2635{ 636 33770| 150 1021|567
80000~ 90000 | 27122] 326 e3002| 726| 25119|  142| 696207  465| 2003 093] ss254| 418
90000 - 100000 | 16210]  195| 483267|  507] 16513] 094 sw006| 354 1332| 059] 48786| 307
100000 - 150000 | 27157  326|1077181| 11,29 32661 185| 130490 931 27842 124 1196460 8.8
150000—200000 | 5570| 067| 345735 362 9373{ 053| 616357 4n| 8271| 037 545544 391
200000-250000 | 2054] 025| 1mois| 1g0| 407|023 3577|239 3404 015 300277 215
250 000 ~ 300 000 o320 o11| o7ser| 103| 12| ou1| 208693 13| 1e08| 007) 178519 128
300 000 — 350 000 495{ 006 61799 065 93| 006 120051 087 889 004] 117048] 084
350 000 — 400 000 290{ 003 4275 045 65| 004 104592 070 547|002 83783  0.60
400 000 ~ 450 000 181 002 30185) 032 2| 002 7496|050 39| 001 s7018] 041
450 000 - 500 000 04 o01| 198 021 w81 002 55960 037 21 0,01 aa5a5) 032
500 000 + 403|  00s| 127071 1.3 6| 005 285791 191 67| o003l 2me0l 160
832498 | 100,00 |9 540 584] 100,00] 1763 034| 100,00 14984384 100,002 253 656 100,00] 13949 579 [ 100,00

Data 1.R.O. 53,61% of all registered tax-
pavers are reflected in this table

therefore not reflected in these figures.

ers are reflected in this table

Data I.R.O. 83,34% of all registered taxpay-

Data 1.R.0. 94,02% of all registered tax-
payers are reflected in this table

Statistics in respect of taxpayers of earning less than the applicable standard income tax on employecs (SITE) limit are not available and
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Educational trusts take over from bursaries

formed'
benefits, can aJso“help
financing the cost of educa-
tion, says KPMG Aiken and
Peat tax partner Alister
MacKenzie. '

The demise of various
tax-free educational hepe-
fits ;- such as awarding
bursaries to children of em-
ployees which, from March
1 1992, will no longer be
exempt from tax — has
made trusts a more at[‘agﬁ

'raus'f% although maiply

tive option.HI0AY) 2} 2.
MacRenzie says althou,
incom

tax advantage initially, any
interest income payouts or.

or estate mﬁg 4

Lyear

5 m a,.lr i" is
ﬁﬂe&‘gﬁ%@ﬁ?&&ﬁ i S

o

ducing the planner’s ip-~
. come for tax purposes by
"I R22.000. Asspming his
~ marginal rate of tax is 43
grandchjldren o 233,- he makes a tax Saving of
per. ) 4 RS 600 (tax on R22 000 Jess
.~"The following esample . the R2 000 interest exemp-
explains how fax savings .fop) - .0 .0
can be achieved: . .-, . [3The student would have "

Assume onehasastudent  fo pay tax on the R22 000,
at university who is a  which, assuming he has no
grandchild of fhe trust other income,” would be
plannerandtheannualcost R2 225 (also after the
of fees, residence and other _R2 000 interest exemption);
related costs {s R22000 a '~ [1The overall tax saving is

thus R8600 Jess R2225 §

equal to R6 375. I

distrlbuti}olm;a wdzulg tll)le
e he ‘hands of the
fgstg‘ I’:‘Znéﬁciaﬂes wm fOI
gxample, the children or

‘Also ‘assimethe trist
* earns gufficiept interest in- The above ple-
: &o ngg ake a digribu-.' wopld l:ﬂso w.:)rk dfor the
X 5 w S (i
Bon R M BRSBTS
d‘uced by R22000, thus re- ears, Thwe T

/s

ren, a3
e
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Proposed

- INLAND Revenue’s pro-

posal that certain tax con- .
! cessions on retirement an-
nuities be abolished has:
greeted with dismay :

. been
. by life offices. .

Old Mutual legal ser-

{ ', vices manager Abri Meir-
ing, who is also the con-

] ; venor of the Life Offices .

.- Association (LOA) tax
- -committee, says: “We do

sion. " - "
' “Inflation and the high
cost of living are making

difficult enough,”
. Revenue’s view is that

E4

1" the ' deduction of up to’

123,5% of total income al-
lowed “for pension fund
contributions by employ-

.mvjm:wm..wv

not need any disincentive *

2 for private pension provi-. he used asa supplement to ' .

provision for .,mn..mSmun :
1979.

- Lln : 1 PP
mwmwn.m employees, € annuity: fand contribution:
quate”. . i
In other words, the fixed . Iromically, taxpayers

hardest hit by the proposed

tax deduction of R3500 amendment would be ex-

(less pension fund contri--

- ‘butions) and R1 750 for re-’ " iSting members of pension

A P funds who also contribute
tirement annuities could | s
be discontinued from the ” 10 RAS to bolster retire-
end of the 1997 tax year. . ment pi g
Revenue’s argument has +-

been reported to be that . ... Dropped

the fixed amount deduc- ; - P N

- . The LOA, in discussion
tlons were not intended to with Revenue, has request-

-ed that the proposals be
dropped and the current
deduction formula remain
unchanged. -
- Alternatively, it has re-
) quested the deduction for<
It says the rules on fixed 1ula be (completely over.
amojmt deductions'com. -+ tavleds, = % R |
plicate determination of .- Meiring says if the fized
the maximum deductible amount deductions are

pension fund contributions
and were retained only to
protect existing rights of
deductability when the
15% rule was introduced in -

assio

“Withdrawn ‘the'15% maxi.

. mum allowable deduction

on annuities should be in-
creased to 20% for people
below the age of 50 and by
an additional 1% for every
year over 50, with a maxi-
mum of 30% reached at .
age 60. .

“Important, too; is that
RA contracts affected be-
fore March 1 this year be
protected and excluded
from any amendment to
. protect vested rights,” he
“says.

' One positive proposal
from Inland .Revenue,

1355 will heplaced be- *
1 fore Parliarment in the cur- .

Irent session, is that a hys--

-band be allowed to claim "

his wife’s RA contribution,
in certain circumstances,

ns causes dismay

UeSplteithe. separate tax-
ation ofiria¥ried: somen.
Meiring says thé propos-

al would be valuable
where a husband is not a
member of a pension fund
and where his wife’s con-
tribution to an RA, togeth-
er with his own contribu-
tion, could be deductible
up to 15% of his taxable
income.

Southern Life assistant
GM Nigel Scott says if
Revenue goes ahead with
its decision to deny the
people their “top-up” con-
tributions to RAs, it could
result in the state having to
bear an increased burden,
due to a'gredter number of
people being unable to sup-
port themselves in their
old age.




FEBRUARY - 21 - 1992

Financial

LEADING ARTICLES

roiln  Straws in the wind .=

There are few white taxpayers in this country who needed the
International Monetary Fund to tell them that they are
overtaxed. It has long been a fact of life, a cause of resent-
ment and a reason for reducing investment.

The process of tax reform that began with the Margo
Commission report and which aimed, among other things, to
streamline tax collections has long been on the backburner.
So taxpayers can look to no relief from greater efficiencies at
the Department of Inland Revenue — which would at least
have been salutary.

Instead of greater collection efficiencies, both government
and the tax authorities have launched themselves into a
process that can probably be best described as fiscal terror-
ism. Tax rulings have become almost impossible to obtain;
there is a substantial element of retroactive taxation which
violates all principles of equity; those who invest in retire-
ment annuities to provide for old age are increasingly sub-
Jected to tighter rules — while private-sector pension funds
have periodically to pay additional taxes to meet Exchequer
€Xxtravagance.

Public-service pension benefits, by contrast, are another
matter entirely.

Where tax liabilities are in dispute and interest accrues, it
does soat 18% compounded annually for the taxpayers and it

is not deductible. If tax liabilities are found to have been
excessive, the Exchequer pays only a nominal interest rate —
which is taxable.

The army worms (national servicemen with accounting
qualifications who are assigned to Inland Revenue) are now
being co-ordinated and sent out to search with greater
vigour. Everything from stamp duty to air tickets comes
under their scrutiny nowadays. Transgressions, however
innocently perpetrated, are treated with increasing harsh-
ness.

The motivation, of course, has its roots in flagging Exche-
quer receipts and the end of reform, which should have
streamlined the process of collection. But that is cold com-
fort for those taxpayers increasingly subjected to a scrutiny
that borders on oppression. Collection efficiency is one thing,
fiscal terrorism quite another,

The excesses of the IRS in the United States led eventual-
ly to the enactment of laws preventing the sort of conduct
that is becoming commonplace in this country. We have in
the past called for statutory protection for taxpayers. Its
need has increased.

A tax revolt in the townships has already seriously threat-
ened local government. If it were to spread to whites, the
benefits of Codesa will be thin indeed. [
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African
Oo:m_,omu\noam_.num of South
African Trade Unions/South

The ﬁ.b:%mmmm e\ South African Trade Unionstias -
demanded an end to what it terms unilateral

African Cc Party
alliance this week launched in §8~
a ign to force the go
consult it on all aspects of the §=c.
my.

The alliance claims the govern-
ment’s moves in the economic sphere
are part of a plot to tie any future gov-
emment’s hands and entrench white
power.

‘ Some — not all — of the claims
being made are as dicey as the more

* fevered allegations made about Value- "

Added Tax. But the campaign could
- take on the dimensions of the VAT
nmaus_m—._ which drove home an
important point about how groupings
in the ANC see negotiation.

The introduction of VAT itself,
though a change from one form of
sales tax to another, was painted as
major economic restructuring. This
time the alliance has fixed on the
pending “sell-off” of state forests.

The “privatisation” — or rather
“corporatisation” or “commercialisa-
tion” — of the forests has been raised
at the Convention for a Democratic
South Africa (Codesa) by the SACP.

The SACP said the cabinet was on

economic restructuring by the government as the start
of what could be a new campaign on the scale of the
anti-VAT drive of last year. REG RUMNEY reports

e wlels Q%rm over m%wm CC 8

National *

the point of considering a proposal to
corporatise the forestry department,
which is part of Water Affairs and
Forestry Minister Magnus Malan’s
portfolio.

The SACP, reminding that Malan is
10 stranger to secret projects, accused

:o_.—::w would ever happen.”
a EmawG
close to the ANC, carries a report this
week which claims a Bill to corpora-
tise state forests was to be pushed

through parliament but that its tabling

was :Eﬂo&v. postponed.

him of ind haste in ing to

_push through the proposals to “pre-

empt” democracy.

Making no distinction between the
terms, the SACP has accused the
National Party government of wanting
todilute any future government’s con-
trol over state assets.

Fuelling the fire, 4 leaked document
on a meeting between Malan and the
Forestry Council, representing timber
industry interests, appears to underline
Malan’s “indecent haste”.

“The ister stated that he was
determined to get this whole matter
settled by July 1992 as any delay
beyond that date could mean that

also mentions w:.:m-
ments Armscor as a possibl
target for u:SEmwno:

The economic forum campaign is
founded on an apparently widespread
belief within ANC circles that the gov-
erament is approaching a -two-
pronged strategy to head off the ANC
at the pass. A key part of this, it is
understood, is to refuse to :nmozuﬁ on
any socio-economic matters.

Cosatu this week pulled together a
number of disparate strands to support
its argument that the government is
unilaterally restructuring the econo-
my.

Cosatu cited the government’s

|

#Magnus Malan ... in hot water
refusal to meet with the Oo.oaﬁmnnm

tion for quite some time now. It has
even been criticised by free-marke-
teers for delaying privatisation.

He points out that commercialisa-
tion and corporatisation are not the
same as privatisation.

A commercialised company re-

" mains under state control.

If any future government wanted to
it could quite easily reincorporate a
100 percent state owned company in
the central government. A privatised
company would have to be re-nation-
alised.

Commercialisation, he says, nor-
mally takes most effort and time. Iscor
could be privatised relatively quickly
because-it was already run on com- |
mercial lines.

A Privatisation Unit spokesman

Cc ittee on VAT; from
the housing forum set up by the
Independent Development Trust and
Development Bank of South Africa;
the Bill _.n:.cSam the legal right to
social pensions; Z_uuvoim.. Minister
Piet Marais rejection of an economic
forum on the grounds that it would
retard economic growth; and a state-
ment by a Privatisation Unit spokes-
man that privatisation was being pro-
moted “in no uncertain terms”.

“They lend weight to the claim that
the government has made private
undertakings to bodies such as the
International Monetary Fund and
‘World Bank to restructure the coun-
n.vzm economy w_c_._m no:w:.. lines, in

of di

“It also strengthens suspicions that
the government plans to manipulate
the country’s economic resources,
through selective dispensing of socio-
economic patronage, to win votes in
future elections, and therefore doesn’t
‘wantto submit itself to a process of co-
determination on these issues.” -

Democratic Party spokesman Ken
Andrew is sceptical. “It probably does
occur to members of government
from time to time that if they want to
achieve certain objectives they will
have to move quickly.

“I don’t think on the scale on which .

various things are being done gives
evidence of a grand plan to restructure
the economy.”

The government, he points out, has
been nominally in favour of privatisa-

firms that Armscor is being ratio-
nalised and commercialised. The state’
forests would first have to be commer-
cialised. According to a Forestry
Department spokesman this could
take a year or more to do.

So quick privatisation of thoge .

groups would not be an option.

Telkom, formerly the telecommunica- -

tions arm of the Post Office, could be i

privatised guite quickly. It is—almost
~— merely a matter of issuing shares.

Andrew says the government clear-
ly had political motives in raising its
most recent foreign loans. And he
refers to Nedcor chief economist
Edward Oshorn’s caveats aboutrais-
ing foreign capital. But this doesn’t
mean the amounts will be crippling in
terms of the broad economy.

He sees the ANC groups grabbing
at a political opportunity, as 53. did
with VAT.

ANC: economic adviser-‘Atan
Hirsch this week addressed a trade
seminar by law firm Webber Wentzel.
Speaking in his private capacity
Hirsch noted that any future govern-
ment will have to be committed to
initiated by this government.
For instance, an ANC government
will be committed for 10 years orso to
whatever proposals recently made to
the Uruguay round of the General
Agreement on Tariffs and Trade
(Gatt) by the present government if
Gatt accepts these proposals. The
ANC, however, was not consulted.

!



JUST over a month remains for new-home 'buyers
to take advantage of a major VAT “concession.
Tony Bosman, regional manager of NBS Develop-
ments in the Cape, said: “Many. do not know they
need only pay six percent VAT on houses complet-
ed and sold before March 31 this year.”

He warned that only hours later, on April 1, the
full 10 percent VAT would be payable by anyone
signing up for a new home. P

“The saving for those buying now is considerable
— R8000 on a R200000 house and R;tOOO ona
1

R250 000 purchase. q M{) %ﬂ/
“This means, that since the removi 1 last year of

transfer duty on properties following the introdue-
tion of VAT, the next few weeks will be the most
critical period for taking full advantage of the
lower costs,” .

A conveyancing attorney explained that the in-
troduction of VAT on new houses meant an in-

crease of costs to buyers in spite of the abolition of .

transfer duty.

The concession on VAT until March 31 was de-
signed to soften the effects of the tax during a
transitional period.

nd, in fact, escalating its building pro-
gramme ble to offer completed houses to buy-
ers within’thie remaining time. ‘

“Anyone starting from scratch now, is unlikely

said: “NBS Developments, by plan-

to complete the house within the stipulated period.
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“VAT undertaking bye
JEAN LE MAY, Weskend Argus Reporter ° @

THE Rev Allan Hendrickse, former chairman of the Minis-
ters’ Council in the House of Representatives, has claimed
that Finance Minister Barend du Plessis did not kee,
undertaking he gave the Labour Party about reducing VAT
on municipal services. m’!.(x A %L'f?/

“We met the minister the evening before parliament rose
last year and he agreed to our request that VAT would not
be .charged on the first R100 of water and electricity ac-
counts,” said Mr Hendrickse. )

He said he had pointed out that Mr Du Plessis's decision
not to charge VAT on property transactions would benefit
whites and that some adjustment should be made for the
benefit of coloured people. }

“In return we undertook to support the ‘sunset.clause’
which gave the minister the right to make decisions about
VAT after parliament rose. We have since discovered that
Mr Du Plessis did not keep his promise.” )

The question arose because a Bellville ratepayer has
been threatened with.legal action by the municipality be-
cause he has refused to pay rates. .

The ratepayer told Weekend Argus that he read in The
Argus VAT supplement last year that VAT was, “apparent-
1y” not payable on the first R100 of water and. electricity
accounts, This informaticn was based on a statement made
by Mr Hendrickse about his discussion with the minister.

In the Afrikaans version “apparently” was omitted.

A spokesman for Bellville municipality said it was within
the law in charging VAT on municipal services.
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Your Money

YOUR RETURNS: Increased penalties and

new complexities promise torrid time

More pressure

on taxpa

- OMPLIANCE with in-
‘ come tax returns has

always been onerous. ~

And = Prof Hennie
Coetzee, tax-practice part-
ner at KPMG Aiken and
Peat, believes it is likely to
become even more so, par-
ticularly for taxpayers
whose Income extends be-
yond a straight salary.

Additional pressure on thé
taxpayer will come from the
penalfy for the late return of
tax forms — now R2 000.

Prof Coetzee said the huge
scope of economic and financial
needs of a “new” South Africa
could be expected to place great
demands on the taxpayer, not-
‘withstanding the Government's
stated intention of reducing rates
of individual and corporate tax.

Estate duty

He said: “The tax authorities
are tightening up in every area
from fringe benefits to tax plan-
ning schemes to ensure tax collec-
tion is as efficient as it can be.

“We can also expect attention
to be given to taxing so-called
wealth by raising the gifts tax
and estate duty, and introducing a
capital transfer tax and a capital
gains tax.

“If ever there was a time to
copsider immediate and long-
term eificient estate and tax plan-
ning, it is now.”

Prof Coetzee said taxpayers
should take note of a shift away
from the principle that it “is the
right of every taxpayer to so
order his affairs as to rhinimise
his tax liability”.

STAZ, NN“ P_ ar

IF YOU thought
completing tax returns
was a nightmare,
brace yourself for even
greater sweat and
anxiety.

€rs
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officials, tax avoidance is still tax
evasion and every effort is being
made to curtail schemes that
smack solely of either form of

tations and the purchase of air-

craft — are currently wﬁum\mﬂ

vestigated.” L
All this could haveumpleasant

‘This famous dictum, also known

as the Westminster Principle,
~. first expressed by Lord Tomlin in
& Eelebrated 1936 British judg-
- inent, became a cormerstone of

gradually ceasing to be the case.

In Britain since the 1980s, the
‘Westminster Principle had given
‘way to the principle of “commer-
cial purpose” and was now part of
British tax law.

“Although the Westminster
Principle has not yet been tested
in our tax courts, the principle of
commercial purpose is gaining
precedence in local tax practice,”
Prof Coetzee said.

“We are now advising all our
clients to be much more aware of
the commercial purpcse when
considering effective estate and
tax planning.

“You can seldom go wrong with
planning that demonstrates a gen-
uine commercial purpose and
which clearly is not based solely
on tax avoldance.

“But we have to accept that the

commercial purpose motive un-

dercuts the popularly held pre-

cept that tax avoidance is accept-
able, but tax evasion is illegal.

“I believe we can kiss that dis-
tinction goodbye.

“In the view of some Revenue

for jayers svhen
completing t¥e IT12 tax feturn
form. .

Prof Coetzee said
the form’s questions, in particular,
would cause concern. It read:
“Did you enter into any transac-
tion or scheme whereby your tax
liability was either reduced or
postponed?”

“The answer has to satisfy the
Receiver of Revenue completely.
An inadequate answer undoubted-
1y will lead to a call for more in-
formation and possibly disallow-
ance of any tax benefit claims.”
Incomplete

Prof Coetzee said individuals
dealing with such intricacies in
completing the IT12 form should
bear in mind that, by prescription,
a correctly completed tax form

that one of

J Y I LT
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Southern, Life re

STA 222172

PENSION and provident funds invest-
ed in Southern Life’s market-linked

an being re-
‘opened after three years.

“On the other hand, if the IT12
form is incorrect or incomplete,
the prescription falls away, and
an assessment can be reopened
even years afterwards —~ and any
infraction may incur back-dated
interest.” ’
@ NOTE: A tax, financlal or es-
tate planning advisory service
provided by employers for &m-
ployees, which costs no more than
R500, does not constitute a fringe
benefit.

ol gained from the strong per-
formance of the JSE and achieved ex-
cellent returns ranging from 35,5 per-
cent to 48,2 percent for the year to
31 January 1952.

Annual yields on lump-sum invest-
ments ranged from 35,5 percent on the
R2,75 billion Managegrowth Portfolio,
to 38 percent for the Unique portfolios,
and from 43 percent for Southera’s
High Opportunity Portfolio (Shop to
48,2 percent on the all-share Equi-
growth Fund.

General manager (investments) Paul

‘Beachy Head, said the performance of
all four funds reflected the success of
Southern Life’s equity strategy of being
fully invested in quality shares.

He said the variations in perfor-
mance were due to the different client
requirements for the four products.
Industrial shares

“Shop and Equigrowth clients, for
example, have a higher performance
volatility tolerance because of their
different liability profiles and hence a
greater exposure to shares,” said Mr
Beachy Head.

Compared with the inflation rate of

some 16 percent for the period, these
yields provided substantial real returns
for investors — more than double in
the case of the diversified Manage-
growth fund, while the Equigrowth re-
turn was more than three times the
rate of inflation.

Mr Beachy Head said South African
industrial shares had been influenced
by two main factors over the past
year.

“Firstly, Wall Street reached record
levels as a result of the global victory
of capitalism and declining US short-
term interest rates.

“Secondly, our domestic political

ports hig portfolios returns

process was perceived to improve the
long-term economic prospects of the
country,” he said. N

Southern’s fund managers correctly
anticipated both these factors, and as a
result their strategy proved highly sue-
cessful, said Mr Beachy Head.

He cautioned that “the rate of
growth of industrial shares is not sus-
tainable at the present high levels.

“However, continued disciplined ad-
herence to our proven investment phi-
losophy will continue to generate
above-average returns for our pension
and provident fund clients,” he added.




be an annual taxable R5200in tax.
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at a high price “for'a cou-* weeks, buyers may won-

price aiter two or three

nouses in the neighbour-
hood or have other unusu-
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BAREND DU PLESSIS:.
* 'MST cut expected. ' :
- R . . i
BcH 4

>

. preference shares and debédures.
“We expect the Minister of

. MST by 0,5 percent,”
mist at Franke] M:
-would leave 'MST at 0,5

Barend ‘bent on stimulating

AT THIS time of year stockbrokers start to
get nervous. The Budget is only a month
away and usually results in an abundance
of rumours, speculation and boardroom meet-
ings on possible tax cuts.
Of particular interest to stockbrokers are
the market securities tax (MST),
and corporate taxes.
The much-publicised MST is im

. government on investors purcBasin,
vestment instrument, including or:

capital gains

posed by
g any in-
dinary and

Finance to cut
says Mike Brown, econo-
ax Pollak Vinderine, This
percent which he be-

NG
: \r&% JACQUES MAGLIOLO

&2

but this is more optimistic than realistic.”
lieves will be removed in the next Budget.
Analysts are ad that the Mini ]
objective is to promote the purchase of shares
by reducing JSE-related taxes. They cite
1990’s removal of a tax on dividends as an
ple and that “promi sources” do not
believe a capital gains tax will be introduced
this year,
However, not everyone is so optimistic.
Sanlam economist Pieter Calitz says: “Every
profession hopes to get some tax reduction,

4 . i

share purchases’
10 .

He says there will be only marginal ad-
Jjustments, until “there is clear direction: from
Codesa”. H

But, one way for the National Party to
gain confidence with the ANC would ‘be to
introduce some form of wealth tax — 'in the
guise of a capital gains tax.

“There is a strong possibility that the Bud-
get will include an on capital
gains,” said Mr Calitz.

While any direct tax on purchase of shares
obviously reduces incentives to invest in the
market, the tax burden on the individual must
surely have an indirect effect on volumes and
liquidity.

'




. A FAST BUCK: It may seem extravagant, but a second company car in the fa

LCar for wife ¢

AS IS well-known, a com-
pany car is subject to
fringe benefits tax. The
current rule is that the
¢ amount to be included in
income for tax purposes
. is 1,2 percent per month
== of the value of the car.
Generally speaking,
the value of the car is the
cost to the employer, ex-
» cluding GST or VAT. On
,an annual basis, there-
i fore, the amount which is
s included in the em-
ployee’s income is
144 percent of the value
of the car.
' Where the employee
bears the cost of all fuel

e s e e LN VY L AIVIN LD A o IVAAALAAINDA
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for private purposes, the
monthly taxable benefit
is reduced by R120 and if
he bears the full cost of
maintaining the vehicle,
the monthly deemed
values are reduced by
R85.

Thus, if the employee
bears the cost of both
petrol for private pur-
poses and maintenance,
on an annual basis, the
tax benefit is reduced by
R2 460.

If, in lieu of a portion

1, senior tax pariner, Kessel Fewnsten.

of his saldry and/or an
increase of a bpnus, the
employee were.to rieeive
a second car_for the use
of his spousdithe 'em-
ployee could find that he
is in a favourable tax po-
sition. -

The reason for this is
that, assuming the em-
ployee or the spouse
bears the cost of the pri-
vate use of petrol and
maintenance as discus-
sed, the taxable benefit in
respect of the second car

ould save

s z2\Yq T

will be far less than the
cost of running such a
car. . - B
_ _Thus, for example, as-
sume that the employee’
is offered a second car
with a value excluding
VAT for_R30000 for use
by his spouse on the basis
that the employee bears
the petrol and mainte-
nance costs. It would not
be unreasonable to as-
sume that had the em-
ployee purchased the car
himself on a 48-month

e ' .
mily could result in a tax saving.

you money
320

hire-purc] ‘eement
and had borne the insur-
ance and licences in re-
spect of the car, the car
would have cost, say,
R14 000 a year, which
would be paid for using
after-tax money.

1f the employee were
to take a salary sacrifice
in this regard, the cost
would also be R14000 a
year, except it would be
on a pre-tax basis. As
against this, there would
be an annual taxable

benefit of 14,4 percent re-
duced by R2 460 because
the employee bears the
cost of petrol and main-
tenance. Thus the taxable
benefit would be only
R1 860 per annum.

In summary, therefore,
the employer’s taxable
income will fall by
R14 000 and will increase
by R1860, giving a net
reduction of a little over
R12 000 a year. Assuming
a maximum marginal
rate of tax at 43 percent,
the employee will have
saved approximately
R5 200 in tax.




INTEREST UP, TAXES DOWN: It’s looking as

if virtuous frugality will have its rewards

sE2y

At last, a good
‘year fo

Sk 2.

IGNS are
growing to in-
dicate that
1992 could be a
good year for
both savers in fixed
deposits and invés-
tors in the share
market — something
that has not hap-
pened jointly for

..+ many years.

Savers in particular
would like to see bet-
ter returns. For years
they have suffered
from the effects of
negative interest rates
and high taxation —
even when deposit
rates became positive,
high tax rates still
meant a return below
the inflation rate —
and have been growing
poorer rather than
richer.

;  But at last there are
.1 signs that the monetary
and fiscal authorities are
trying to help savers, and
- to make it worth their
' while to put their money
« in savings accounts and
' fixed deposits instead of
1, spending it.
‘The most obvious sign
.. Of the better treatment
v lies in the determination
"\ of the Governor of the

" Reserve Bank.
.4+ DrChris Stals aims to
", maintain positive in-
terest rates — above the
inflation rate — and at
.; the same time curb infla-
tion.
Businessmen and house
buyers may complain bit-
. terly that this has result-
, ed in their paying high in-
 terest on their loans. But
. really they have little to
complain about.
& Inthe past, when inter-
¢ est rates were negative,
w they were actually being
subsidised by savers and
anybody else who did not
“ have the bargaining
‘- power to get inflation-
" related remuneration.
*  Now savers at least
., have the satisfaction of
' knowing they no longer
ubsidise these people.
.y However, they are still
“\ not getting their full
rights. Although bank
i lending rates are now
. positive, deposit rates are
. still below the inflation
_ rate. But this is mainly
»+ the result of the reces-
- slon, Once the economy
" picks up, this situation
should change dramati-

savers
(G0)

With puny returns and the Receiver § ;

awaiting his punitive chop,

it hardly

paid to be thrifty. But the wheel is
turning — and money in the bank
could make you richer, not poorer.

around the corner.

But one of the features
of company reporting in
recent months is the ex-
tent to which recession-
hit companies have been
able to pull the rabbit out
of the hat and show

cally. Bank lending
should start rising,
strongly, which should re-
gult in the banks seram-
blipg for §
posit rates should move
appreciably highef.

Even so, this alone
does not meap. that
savers will be able}to
Teap the full rewqrds’ of
their virtuous hehayiol
There will still be he i
come tax man lurking to
grab his share.

But there have been
strong signs that the Gov-
ernment has at last
woken up to the fact that
South Africans have been
heavily over-taxed for
several years and that
this needs to be put right.

The State President in-
dicated when he opened
Parliament that a big ef-
fort would be made this
year to reduce taxation.
The drastle cuts in the
white education budget,
in défel\ace spending and

vings, and de- .

Armscor, and the offer of
only a 7,5 percent pay in-
crease to the public ser-
vice, all suggest the whip
is finally being cracked.

So the evidence is
strong that the Budget
could contain significant
tax cuts to boost the
economy (and prepare
the ground for a possible
general election).

Senlor public servants
mutter about the need to
give special assistance to
savers, but so far it ap-
pears they have failed to
devise any realistic way
of doing this — other
than holding thumbs.

Taking everything into
account, the chances are
that for the first time in
more than a decade,
savers this year will get
a square deal.

Share investors also
should do well this year.
There is much talk that
share prices are too high,

and that another, 1887-
style collapse eotld be’
’ ..in economic activity this

d, or even in-
creased, profits. There
were two good examples
this week of this,

After a bad first half,
chemical giant AECI
sharply increased its
profits in the second half
and should at least main-
tain profits this year.

Palabora Copper had
to cut some of its quar-
terly dividends last year,
but ‘made good all these
reductions by declaring a
sharply inereased final.

These are not the only
examples of companies
showing good recoveries
in spite of difficuit trad-
ing conditions. Conse-
quently one would be
chary of forecasting any
major weakness in share
prices.

Rather, the signs of a
belated recovery in the
American economy, the
expected tax culs in the
coming Budget together
with this country's im-
proved foreign business
relations all point to a
slow but steady inerease

year. And this need not
be halted by next month's
referendum.

The stirrings in the
base metal prices in the
past few days, the 50-
point jump on Thursday
in the Dow Jones — the
indicator of American
share prices — to a new
peak of 3281 and reports
of improved economic
actlvity all indicate the
mighty US fs stirring.

And South Africa
should start feeling the
benefits fairly soon. This
country is a major sup-
plier of commodities
such as manganese, ferro
alloys, iron ore, platinum
and chrome.

At present the supply
pipeline for these com-
modities is virtually
empty. As a result, even
a small improvement in
demand overseas could
lead to an upsurge in pro-
duetion in this country as
efforts are made to meet
the expected orders.

This could well provide
the kick-start the country
needs. And the expected
increase in exports of
manufactured goods
could also help.

v



ALLEGATIONS by a DemoteaticParty
MP that the government had created a
class of Afrik tax untouchabl

were the most scandalous he had
heard in Parliament, the Minister of
Finance, Mr Barend du Plessis, said
yesterday.

He said during the mini-budget de-
bate that the statement by the MP for
Wynberg, Mr Robin Carlisle, was a slur
on his integrity, his office ang tax offi-

e T A,
* - )

“Phis statement says I myself and my
predecessors as ministers of finance
over 40 years have refrained from
properly taxing Afrikaners to promote
affirmative action and help Afri-
kaners.”

The matter was so important that the
DP should take up the allegation at the
highest level.

«We will not allow the matter to rest.

“We will not allow the Anton Ru-
perts, the Sanlams and the Gencors to
be abused in \l?a‘r‘liament.”




ﬁndmgs e
made public

By BARRY STREEK

THE findings of the investigation into allegatwns oi
corruption at thé Cape Town tax office will be made
public, subject to the legal requirements of secrecy,
the Minister of Finance, Mr Barend du Plessis, sald
yesterday.

He emphatically denied any cover-up and he ac-
cused the Democratic Party MP for Wynberg, Mr
Robin Carlisle, of confusing the legal requu‘ements
of secrecy about an individual’s taxes and income
with a cover-up.

Mr Du Plessis also said during the mini-budget
debate that Mr Carlisle owed the head of the com-
mittee investigating the allegations, Mr PJ Botha
an apology.

Mr Botha was president of the regional court and
had the highest integrity; but Mr Carlisle had said
officials were unwilling to give evidence before

him.

Mr Carlisle said on Thursday that people'who had
given Him information on tax corruption refused
absolutely to give evidence to an intra- department-
al inquirydnd he called for a public inquiry into
corruption and inefficiency in the Department of
Inland Revenue. .

DP finan¢e spokesman Mr Ken Andre: a1d that
Mr Carlisle had specifically said he was not doubt—
mg Mr Botha s mte nt :
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Doom and gloom

Concern over government’s

- tax cuts look likely

growing fiscal dilemma

Business Staft

TAX cuts will be forthcoming in
next month's Budget — in spite
of the drought, the depressed
economy and the need to bolster
social upliftment programmes.
That's the i i

government will slash its spending.
This week's education expenditure
cutback shock is only the tip of the
prudence iceberg.

W Falling international oil prices

offer scope for new sources of tax
revenue.

emerging from close scrutiny of the
factors relevant to the Finance Min-
ister's deliberations as he prepares
for March 18,

Budget watchers are understand-
ably concerned over government's
deteriorating fiscal dilemma — a sit-
uation which is set to worsen further
as a consequence of the drought.

But, some leading economists ar-
gue. fears of a massive additional
burden being piaced on taxpayers in
the 1992/93 Budget are unfounded,
because;

M The timing of the Referendum
suggests that the Budget is bound to
have vote-catching characteristics.

B For the first time in 11 years,

mA ial Budget deficit will
be incurred, which deficit will, how-
ever, be readily financed for domes-
tic and international financial mar-
ket sources.

W The green light from the IMF
takes a lot of the strain out of the
overall financing picture.

Scope therefore exists for further
reductions in both marginal income
tax rates for individuals and compa-
ny tax rates.

An increase in the State fuel levy
of at least 10c a litre looks likely — a
measure which would boost govern-
ment revenue by more than Rl bil-
lion.

Nor would an impost of this mag-
nitude require an equivalent rise in

the retail price of petrol, since inter-
national oil prices are weakening as
discord within OPEC persists.

Even 50, a RIS billion Budget defi-
eit cannot be discounted.

That's a figure equivalent to ¢ per-
cent of the projected gross domestic
product.

So high a deficit will be defended
on the grounds that the economy is
still in a downswing and that it
would exert some contra-eyclical ef-
fect. i

The authorities will also argue that
it will be entirely manageable.

A RIS5 billion deficit would be aug-
mented by redemptions of govern-
ment loans in the coming fiscal year

to be sought from the capital mar-
kets.

A significant part of the RS billion
of maturing n_mnn is believed to be
held by the banking sector and this
could easily be rolled over, since the
demand for bank credit is expected

BUSINESS IN:1992=

ISSUES' IMPACTING ON

RELATIVE
IMPORTANCE

ISSUES A B ¢ D E F ¢ H I J XK L M

Local economic conditions (A) was reported to be the biggest issue that would impact on
business in 1992. Other issues were: B Interest rates, C inflation, D value of the rand, E change
in i i of South Africa, F ion from local G access to

to be weak, thereby the
demand for bonds which have liquid
asset status.

This would leave R6 billion to be
raised, between R2 billion and R3 bil-
lion of which could come from over-
seas sources. Januvary’s R890 million
international bond issue will almost
certainly be followed by other such
issues in the year ahead.

Which leaves R3billion to R4 bil-
lion to be raised from local financial

ional cash flows will be

totalling RS billion, thereby raising institutions.
the total fi i T i to I
R20 billicn.

The Public Debt Commissoners,
which are expected to fund roughly
RS billion of the deficit in this fiscal
year, could repeat this performance
in 1992/93, which leaves R11 billion

R85 billion in 1992, only 17 percent of

which would need to be placed in.

Bovernment stocks to cover the defi-
cit.

The interest bill on all these bor-
rowings will be formidable.

in P!
capital, H transport costs, | increase in minimum wages, J stock shortages, K cost of new
technology, L Import quotas, M competition from other regions. Survey. See Page 1.
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;BUSINESS and industry
rare continuing their
battle for the repeal of
legislation which will
make bursaries taxable in
the hands of the recipient
from March 1.

“Amendments relating to
bursaries were included in
the Income Tax Act passed in
the middle of last year. They
were based on the Margo
Commission’s findings on
fringe benefits tax; The com-
mission recommended that
bursaries offered to employ-
ees for fertiary education be

taxed. 1S
EducS J«i)mg?s @Ie’azéed
strongly to the proposed tax
and hoped ;Bat it would be
reviewed.
Many busin & ’ a:’dzﬂxe
SA Chamber of Business (Sa-
cob) have failed in their pleas
to Finance Minister Barend

du Plessis for the tax changes
Abuse

When the changes were .
proposed it was claimed that
bursaries had been abused
because they were often
offered to children of all em-
ployees without regard to the
receiver’s merits,

It was said that employees
would accept a tax-free bur-
sary in return for a reduction
in salary or future increases,
Another claim was that bur-
saries were often offered
only to dependants of top
management.

The Department of
Finance said “such an
arrangement represents tax
avoidance which has reached
such proportions that the
relevant exemption can no
longer be justified”.

But business has not given
up the battle.

Bob Wood, chairman of the
taxation committee at Sacob,
says Mr Du Plessis was asked
last November to review the
legislation. The matter was
raised again with the Deputy
Finance Minister Theo Alant
this month.

Desperate

Sacob hopes'to meet the ,
Com-!u.issj.m:e{q of Inland Rev- |
enue to discuss possible -
changes.

George Stegmann, director
of personnel and public af-
fairs at Delta Motor Corpora-
tion, says: “When cne consid-
ers the desperate need for
educated individuals in the
SA economy, the shocking
legacy of Bantu education,
and the acknowledgement by
the State that it cannot shoul-
der the countrv's educational

By DON ROBERTSON

tations through the Midland
Chamber of Industries and
Sacob to Mr Du Plessis for
the tax to he dropped. -
“Delta does not intend to
let this matter rest. The com-
pany is formulating fresh
representations to the Minis-
ter of Education and Culture
and the Minister of Finance.

We urge othe) lgye:
to the same.] 20
Computer

Dick Bradley, managing
director of time manage-
ment and payroll group
Accsys, says SA needs edu-
cated people desperately.
The tax could force many -
people to forgo a tertiary
education. B ikl

Mr Bradley says that in '
terms of the legislation, a
secretary on a computer
course will not be taxed, but
an apprentice attending a ;
technikon will be.

Justin Cowley, a tax part- |
ner at accounting firm Ernst
& Young, says the new law
raises several practical diffi- ,
culties about employment
conditions attached to bursa-
ries. He hopes the Act will be
“revisited”.

“Any money going into |
education is a good jinvest-
ment.” M

burden on its own, then one
fails to understand the logic
of what is effectively a fun-
damental attack on
employer-provided educa-
tional assistance.”

Delta offers high school
and tertiary education bursa-
ries for all its employees. The
cost to the company is about
Ri-million a year.

Mr Stegmann disagrees '
with the Depariment of
Finance abouyt, the henefits to
top managertient. Hevsays
Delta's scheme s ically
excludes the children of sen-
for executives and managers.

Delta has made represen-




By ARl JACOBSON
The Minister of Finance Barend
du Plessis will have little oppor-
tunity. to, lower taxes in the com-
ing ‘budget, says Sanlams chief
economist Johan Louw in its eco-
nomic-survey for February:

“If Du Plessis does intend to lower
some taxes it simply means he will
have to raise other taxes.”

This was so he said:because-income

-will rise by 13,5% -in the following

1992/93 budget year while expenditure
will increase by 12,5% — providing for
a defici} before Dborrowing of 4,5% of

gross domestic product (the accepted
level is 3%).

Louw’s expectations in the coming.

budget include:

@ A one percentage drop in the top
rate of individual tax to 42%. -

@ Higher fuel levy implying higher
petrol prices. t

‘ fnié-growth is’still performing poorly

@ Increase Xeise duty,”

He does not,envisage a rise in the
Vat rate, a change in the company tax
rate or the scrapping of import sur-
charge laws. :

_“Sanlam doubts the government can
afford it.”

Louw describes the coming budget
“mildly stimulating” which will allow
the government to reciprocate by
dropping interest rates slightly.

Further Louw points out that econo-

and that the drought will retard recov-

ery. .

in this regard he calls for an assis-
tance plan to solve the drought as the
consequences will also impact on food
supplies, employment and SA’s bal-
ance of payments.”

He adds that Sanlam has “drastical-
ly cut the assurance premjums to
farmers for the duration of the
drought — while cover levels will re-
main the same.”
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Tax relief
on the~
cards for
marrie'
COUDIES,

SEPARATE taxa
investmenf'income is on
the cards for' couples
married in community of
property, says Chris Nix-
on, CE of the. Focused
Finance Group. - . -
~ Proposed amendmen
to the Income Tax Act,
scheduled to be passed
by Parliament this year,
provides for investment
incomes to.be split
equally and taxed sepa-
rately. = - -

The proposed changes
were published in the
Government Gazette on
February 7 this year.

Legislation will be ret-
roactive to the start of
the 1992 tax year, except
in the case of rental in--
\come, where the amend-
ments will apply from
the 1991 tax year.

Tax payable
. Couples who stand to
‘benefit~ from the above
rental income conces-
sion, have until Decem-
ber 31'this year to apply |}
to the Commissioner of [}
Inland Revenue for a |
reassessment of their |
1991 income. :
Nixon cites an exam- ki
ple of a 60-year-old
couple, married in com-
munity of property,
where the husband re-
ceives a pension of
R60 000 per year. Income
from investments (all in
his name) totals R10 000 )¢
plus a net rental income
of R12 000 per year. His |/
wife earns no income. [,
. Under the old system,
for the 1992 tax year-
R23 000 tax would have
been payable. Taking
the proposed amend-
inents into account, the [
combined tax payable
drops to R19 020 — a sav-

ing of R3980.
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No tax break due in Budgetav

. "
CAPE TowN - Finance Minister Barend LINDA EnsoR
du Plesss s likely to give a moderate
impetus- to economig recovery in: pjg authoritiestofollowaIessstrictpolicyaud

for tax concessions, Sanlam chjes econo-  March was forecast, T, Prime overdragt

mist Johap Louw Says in the Jatest Eco-  rate Was expected to faj) t0175% by year

nomic Survey, €| 24l 2|4 end while inflation gpe

The current Survey js large; y devoted to from 15,3% in 1991 ﬁ
t.

e

0 %

. 20 @5,}

& Preview of the Bygge Louw said the gy colld delay tig

Louw €xpected tax revenue to rise by recovery, but he expected improyed eco- !
about 13,59, i the 1992.93 financial year,  nomje activity later thjs year and predjet.-
with government €Xpenditure increasing ed an average rea} €conomic growth rate
by a budgeteq 12,5%. This would resuit jn 5 of about 1% for 1992 (minus 0,6% for 1991),
fairly large budget deficit of about R15,6bn Lower €xports of agricultura} products,
— Or'45% of GDp _ which would aet to continuing weak commodity prices and an
stimulate the economy, expected Uninspiring performance of the
Louw’s eXpectations inclyge a drop in gold price would mean the excellent ex.
the top persona] tax rate to 439, from 43% bort performance of the past few years
and a drop in tax rates at Jower income would not be repeated in coming months,
levels; a further reduction jn the rates of Merchandise Imports woylq inerease ag
mport surcharges; increases i the fuel tyeo recovery gained momentum. Loyy
price levy ang excise duties ang ap exten- DPredicted 5 current account surplus on the
sion of inves,tment allowances, balance of Payments of Rqpp this year
No change ‘i foreseen in the company Compared with the estimated favourable
tax rate, byt Louw said company profits R7bn in 1991 and R58bn i 1999,
should improve S a result of the budget. The increase in foreign loans woujq
The Budget's moderate stimulation of compensate for the decline in the surplus
the €conomy shoyjq enable the monetary . on the current accoynt,
_
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A LOCAL company formed
recently to help SA busi-
nesses claim back VAT
paid during business trips
to the UK and other parts of
Europe, has been inundated
with inquiries.

“Most South Africans had
been unaware that they
could obtain VAT refunds
on expenses such as hotel
accommodation, car hire,
and office accommoda-
tion,” Vatclaim Interna-
tional MD Tony Bates said.

He added VAT refunds
could also be obtained on
expenses for professional
and secretarial services,
exhibition costs, training,
and warehousing.

Vatclaim — which has
been backed by Safren and
Safto — prepares and sub-
mits claims on behalf of SA
businesses to the relevant
overseas authorities.

It takes 25% of the VAT
refund as its commission.
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Suggested 5% wealth tax on 20
richest families interests ANC

THE ANC said yesterday it was “very

interested” in a proposal that a 5% wealth l DIAK HARTFORD —J

tax should be slapgon%he 20 richegt  as it was in the proposal itself.

families iri SA. 20 Cosatu’s Neil Coleman said the tax bur-
According to the Labour Reséarch Ser-  denhad increasingly fallen on the poor and

vice (LRS), leading consltants to the trade  the entire system needed to be overhauled.

union movement, this alone would bringin  He said a wealth tax could not be looked at

more than R500m a year — enough to ,J in isolation, but needed to be seen in the

employ 100000 jobless people in_a public/V context of the whole tax system.

works programme, E t The LRS cited Liberty Life’s Donald
The LRS said that in 1991 the total worth g~ Gordon, Pick 'n Pay's Raymond Acker-

of SA’s 20 richest families increased by~~_man, Ventron's Bill Venter, the Keeley

57% from R6,9bn to R10,8bn. But it added‘!n Group’s Fred Keeley and FSI's Jeff Liehes-

this was a “conservative estimate” of theirN man as ples of family busi

total wealth, as it was based on their hold-*" where the founders were still closely in-

ings in their own “family businesses” listed §™ volved.

on the JSE. Many of these families, accord- In addition, LRS named businesses

ing to LRS, had built up substantial inter<) where control was held by the children or

ests outside the JSE in the form of over> grandchildren of the founders — like the

seas investments, cash deposits, fixe Opp imer's Anglo American, the Ru-

interest securities, property and nl'ste$ pert’s Rembrandt, the Hersov's and Men-

companies. . % ell's Angolvaal and the Mowszowski’s
The ANC’s Saki Macozomz§aid the ANC  Elcentre.

was as interested in seeing how the 20 The Oppenheimer family leads the pack

richest families responded to the proposal,  with R2,87bn in wealth.
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The MINISTER OF FINANCE:
(1) (@) (i) (aa) 18
(bb) 15

(ii) The secrecy provisions con-
tained in section 4 of the Income
Tax Act, 1962, prohibit the dis-
closure of such information.

(b) RI10 852 708

(c) The expenditure which serves as a
basis for the determination of the
concession must in the first instance
comply with the general deduction
formula contained in section 11(a) or
(b) of the Income Tax Act, before it
can be considered for the sponsor-
ship allowance.

Furthermore, the Minister of Fi-
nance in consultation with the Minis-
ter of National Education, must be
satisfied that the cultural event which
is being sponsored, is of an interna-
tional nature. The guidelines which
the Act prescribes in this regard are
the following:

(1) it must be an event which is
commonly participated in on an
international basis;

?) a substantial number of the par-
ticipants or the key participants
must be non-residents of the
Republic; and

(3) the holding of the event must be
of material advantage to cultural
activities in the Republic.

(2) Yes: R 449 780
R 270 000
R1 350 000
R 180 000
R 150 300
R 75600

HOUSE OF DELEGATES
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26 828
495 000
826 500
121 500

30 000
450 000
R1 287 200
R3 380 000
R1 760 000

ARRAART

SAP: guard duty at homes of MPs
3. Mr M RAJAB asked the Minister of Law and

Order: @

Qv. Whether any members of the South Afri-
can Police performed guard duty at the
homes of members of Parliament in 1990
and 1991; if so, in respect of each of these
years, (a) why, (b) at whose request and
(¢) how many (i) policemen and (i)
homes were involved;

(2) whether he will disclose the names of the
members of Parliament involved; if not
why not; if so, whose homes were mm
guarded in 1990 and 1991, respectively?
D21E
The MINISTER OF LAW AND ORDER:
(1) Yes.

(a) The nature of threats against individ-
ual members, their families and
property necessitated the (guard) du-
ties.

(b) Requests by individual members
were carried out after evaluation and
with the Minister’s approval.

(c) (i) 1990 — 74 policemen

1991 — 237 policemen
(if) 1990 — 62 policemen
1991 — 234 policemen
(2) No, the disclosure of their names could
expose them to intimidation.

¥ Yomswd |
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QUESTIONS

tIndicates translated version.
For written reply:

General Affairs:

Transfer of trial cases: Natal Supreme Court

38. Mr M A TARR asked the Minister of
Justice:
Whether any cases of (a) murder, (b) assualt
with intent to do grievous bodily harm, (c}
culpable homicide and (d) attempted murder,
related to political violence, were transferred
from the Natal Supreme Court to other divi-
sions of the Supreme Court in South Africa for
hearing in 1990; if not, why not; if so, what are
the relevant details in each case?
BI124E

The MINISTER OF JUSTICE:
No.

Crimes committed within the area of jurisdiction
of an attorney-general must be tried within that
area of jurisdiction. Where the Minister of
Justice deems it in the interest of the administra-
tion of justice, he may in terms of section 111(1)
of the Criminal Procedure Act, 1977 (Act 51 of
1977), direct that a trial be removed to the area
of jurisdiction of another attorney-general. In
practice such directions are normally issued
when crimes are committed by the same per-
son(s) in the area of jurisdiction of more than
one attorney-general, in order to centralise the
trials.

The MINISTER OF JUSTICE:

Central Statistical Services:
Period: 1 July 1990 — 30 June 1991

(1) The information is not readily available in the Department of Justice.
assistance to the Honourable Member, the foliowing information was obtained from the

Crime statistics in 1991
49. Mr L FUCHS asked the Minister of Justice:

(1) How many persons were convicted of (a)
murder, (b) culpable homicide, (c) rape,
(d) assault with intent to do grievous
bodily harm, (e) common assauit and (f)
theft in each province in 1991;

(2) how many of the above persons were
members of the (a) White, (b) Coloured,

(c) Indian and (d) Black race group?
B101E

In an effort to be of

Crimes Total number of Cape Natal Trans- Orange
convictions vaal Free
State
(a) Murder 2681 1063 508 903 207
(b) Culpable homicide 3051 1282 629 899 241
(<) Rape 4 661 1720 552 1950 439
(d) Assault with intent to do
grievous bodily harm 43 926 19 220 5158 15587 3961
(e) Common assault 36 381 15513 5098 11656 4114
(f) Theft 114 145 41155 21750 41036 10204
(2) The information is no longer separately kept for each race group by the Central Statistical
Services. cont . ——p
HOUSE OF ASSEMBLY
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of what statutory

rovisions or regula-
tions; if not,

@

~

whether the management board of a
model B school may impose compulsory
school fund contributions as a require-
ment for admission at such a school; if so,
in terms of what statutory provisions or
regulations;

(3) whether he will make a statement on the
matter?
B166E

1The MINISTER OF EDUCATION AND
CULTURE:

(1) No;

(2) no;

(3) no.

Depar hools: Afriegn I as
subject

*3. Mr K M ANDREW aske
Education and Culture:

€ Minister of

How many (a) schools falling under the con-
trol of his Department were offering, and (b)
pupils were taking, an African language as a
subject in 19917

B192E

The MINISTER OF EDUCATION AND CUL-
TURE:

(a) 923.
(b) 150 863.

White teacher-training colleges: African

language ( Cy

*4. Mr K M ANDREW mm_nmm_\ﬂ.;oo w\x—_.imﬁn of

Education and Culture: I@
Whether any White teacher-training colleges

offer an African language as a course subject; ,.
if not, (a) why not and (b} what steps are being
taken in this regard; if so, (i) which colleges,
(i) what African languages are being offered
and (iii) how many student teachers took such
language courses in 1991?

B193E

iThe MINISTER OF EDUCATION AND
CULTURE:

Yes,

HOUSE OF ASSEMBLY

(i) Boland College of Education
Port Elizabeth College of Education
Bloemfontein College of Education
Edgewood College of Education
Durban College of Education ___
Natal College of Education
Onderwyskollege Pretoria
Onderwyskallege Goudstad
Johannesburg College of Education
Onderwyskollege Potchefstroom
.Oc__own of Education for Further Train-
ing,

(ii) Xhosa, Southern Sotho, Zulu, Northern
Sotho and Tswana,
(iii) 1 265.

White old-age pensioners: means test

*5. Mr B B GOODALL asked the Minister of
Health Services and Welfare:

Whether any steps are being taken by her

Department to adjust the means test for White

old-age pensioners; if not, why not; if so, what

steps?

B2S4E

The MINISTER OF HEALTH SERVICES
AND WELFARE:

No.

When social pensions were increased as re-

cently as 1 October 1991 the income leg of the
means test was extended.

QUESTIONS

TIndicates translated version.
For written reply:

General Affairs:

<

Revenue/expenditure categories

35. Mr G C ENGEL ask he Minister of

Finance: @ @@v
In respect of the 1991-92 budget year, (2)(i)
which categories of revenue have fallen short
of or exceeded the budgeted target and (i) by
how much in each case, (b)(i) which categories
of expenditure have fallen short of or ex-
ceeded budgeted amounts and (ii) by how
much in each case, (c) how will the additional
deficit be financed or has it been financed and

(d) what is the latest estimate of the Govern-
ment deficit before borrowing as a percentage
of the gross domestic product?

B104E
The MINISTER OF FINANCE: @

Since there will be a full report on the course
of the 1991/92 financiai year in my next Budget
Speech, it is premature to answer this question

at this stage. @
In the meantime, I attach a copy of the pres

release on the course of state finances for the
first nine months of the 1991/92 financial year,
released on 17 January 1992. WN@

Information release on the course of the 1991/
92-budget for the first nine months of the financial
year

Issued by the Minister of Finance, Mr B J du
Plessis, MP

1. Introduction

In accordance with its aim to report regularly on
the course of the state finances and, more
specificaily, the annual Budget, the Department
of Finance has already issued two information
documents during the current financial year.
This statement reports on the course of the
1991/92-Budget for the period April to Decem-
ber 1991; it will be the last report for the current
financial year until the next Budget Speech.

2. Update on the 1991/92-budget
2.1 Total expenditure

On previous occasions it was mentioned that the
total expenditure level for the 1991/92 financial
year could amount to R85,984 billion, which is
15,1 per cent above the revised estimated expen-
diture level of R74,731 billion for the 1990/91
financial year. This figure includes the contin-
gency reserve of R1,2 billion, as well as the
provision of R1,95 billion to be financed from
the reduction in strategic reserves.

Totat exchequer issues in the first nine months of
the 1991/92 financial year amounted to R62,443
bitlion, which represents an increase of 18,5 per
cent on the issues for the corresponding period in
the 1990/91 financial year (see table 2) and
accounts for 72,6 per cent of the total estimated
amount of R85,984 billion. A mere mechanicat
projection of the growth in expenditure for the
full financial year on the basis of this growthrate,

would be very misleading. Although this growth
of 18,5 per cent appears to be relatively high, it
should be kept in mind that the total exchequer
issues for the first nine months of the 1990/91
financial year increased by only 10 per cent, so
that this year’s growth is from a relatively low
base. The quarterly analysis of total exchequer
issues illustrates this point (table 1).

Although 18,5 per cent can in no way be
regarded as an indication of the eventual growth
in budgetary expenditure, it might in fact now
appear that the Government will have to ask
Parliament on 17 February 1992 to approve a
substantial larger additional budget than was
envisaged by way of the contingency reserve of
R1,2 billion. The expected higher-than-bud-
geted expenditure requirements are related
mainly to higher spending pressure on health,
intergovernmental grants to Black Local Au-
thorities, and interest on the public debt. As
indicated below, these higher expenditures will
not bring about any further financing pressures.

2.2 Total revenue

In the previous information release, which ap-
peared in Qctober 1991, total revenue was
estimated at R74,156 billion, after provision had
been made for the lowering of the VAT rate to
10% and for the additional revenue from excise
duties and from the fuel levy. This amount
represents an increase of 11 per cent above the
actual collections of R66,8 billion in the 1990/91
financial year.

Total exchequer receipts for the period April to
December 1991 amounted to R52,767 billion,
which is 7,6 per cent higher than the correspond-
ing period for 1990/91 (see table 2).

After an increase of only 0,7 per cent in the first
quarter of the present financial year, receipts
were up by 8,2 per cent and 13,4 per cent
respectively in the second and third quarters of
the 1991/92 financial year (see tabie 1). Although
it is expected that this rising trend will be
continued in the last quarter, it would at this
stage appear that collections for the 1991/92
financial year will probably be even lower than
the above-mentioned R74,156 billion, a phe-
nomenon which clearly relates to cyclical factors.

2.2.1 Value Added Tax

In analysing the receipts from Value Added Tax
(VAT), various factors need to be taken into
account. Some of these are:

HOUSE OF ASSEMBLY

SR




303 Weongrh

WEDNESDAY, 26 FEBRUARY 1992 }eta ce, A 304

— VAT which is collected in a specific month,
for example October, must be paid over to
Inland Revenue before the 25th of the follow-
ing month (i.e November) and therefore will

be reflected in the November revenue figures
only. nu ( WN«@

Ses pay VAT on a monthly
basis, and others on a two-monthly basis,
while farmers pay their VAT over to Inland
Revenue only on a bi-annual basis.

At this stage the collections from VAT for two
months only are known, namely R1,2 billion for
November and R1,8 billion for December 1991.
The fairly large difference between these two
figures is attributable mainly to technical prob-
lems experienced in the first month in which
VAT was collected and which, in terms of the
previous paragraph, had an effect on the figures
for the second month. The largest portion of
VAT coliected by Customs and Excise in
November, was paid over only in December.
The same also happened in respect of transfers
and repayments that took place electronically.
Furthermore, no VAT was paid back to the
TBVC states in November, with the result that
the December payment included two months’
VAT. The seasonal effect should also be borne
in mind, for example, the fact that early Christ-
mas shopping was done in November already,
which resulted in higher VAT collections than
for example in October.

From the previous paragraphs it will be clear that
the VAT collections for the first few months
after introduction should be interpreted with
great caution. It would, however, at this early
stage appear that the estimated revenue from
VAT (after having allowed for the lower rate and
other concessions) is fairly close to target.

2.3 Difference between exchequer issues and re-
ceipts

The difference between issues and receipts
therefore amounted to R9,666 billion for the
period April to December 1991, compared with a
revised estimate (which appeared in the October
information release) of R11,828 billion for the
total “gross” deficit before borrowing. Since
higher levels of expenditure and lower levels of
revenue are now expected, the ‘‘gross’ deficit
before borrowing for the 1991/92 financial year
will now be higher than this revised estimate.
The total financing requirement will conse-
quently also be higher. However, in order to

HOUSE OF ASSEMBLY

establish the effect of the deficit before borrow-
ing on the capital market, the expenditure to be
financed from the reduction of strategic stock-
piles should be deduced from the “gross” deficit
before borrowing.

The relatively large difference between excheg-
uer issues and receipts for the first nine months
of the current financial year can be ascribed to
two factors, i.e. the specific seasonal nature of
issues in the current financial year and the
cyclical influence on revenue collections. It
should however be borne in mind that exchequer
issues for the first nine months of the financial
year include expenditure regarding aforemen-
tioned R1,95 billion. Funds to be obtained from
the reduction of strategic stockpiles, are however
not yet transferred to the Exchequer and thus
not included in the exchequer receipts for the
first nine months of the financial year.

Loan redemptions during the period April to
December were as follows:

R million
Bonds 70,4
Domestic stock 3785,1
Foreign loans 275,1

Loan levy 0,2
Total redemptions 4 130,8

The total gross financing requirement (new loans
plus redemptions) for the first nine months of the
1991/92 financial year amounts to R13,797 bil-
lion.

Financing to the amount of R18,049 billion
(excluding treasury bills and including rolt-overs)
has already been obtained during this period
(inclusive of PIC loans), made up as follows:

305 ranhD <\
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than-budgeted expenditure level), as weli as
lower-than-expected revenue collections. For
the remainder of the current financial year there
wilt be no further pressure from the side of the
Central Government for financing.

3. Conclusion

For the first nine months of the 1991/92 financial
year, total exchequer issues showed an increase
of 18,5 per cent and total exchequer receipts an
increase of 7,6 per cent over the corresponding
period in the previous financial year, while the
difference between issues and receipts amounted
to R9,666 billion.

Although the growth rate of 18,5 per cent cannot
be regarded as an indication of the growth in
state expenditure for the 1991/92 financial year,
it would however appear that the budgeted
contingency reserve of R1,2 billion will be
exceeded by a substantial amount.

With regard to total revenue, it would appear
that for the current financial year, there is an
even lower collection of revenue than was ex-
pected when the VAT rate was reduced and
excise duties and the fuel levy were increased.

These factors will however bring about no fur-
ther financing pressure up to the end of the
financial year, since the difference between the
financing requirement up to 31 December 1991
and the financing obtained for the same period,
has shown a relatively large surplus.

As in the past, debate and speculation continue
on the 1992/93-Budget and the measures that the
Government can and should adopt regarding tax
adjustments. Experience in South Africa, as in

other countries, has shown that it is not desirable
to respond to such speculation outside the con-
text of a budget, since this will merely give rise to
further speculation and could even benefit some
parties and disadvantage others. The 1992/93-
Budget, to be tabled in Parliament on 18 March
Hw offers the appropriate opportunity.

20

TABLE 1
Exchequer issues and receipts (quarterly)

This table has been compiled from the State-
ments of Receipts in and Transfers from the
Exchequer Account published monthly. Any
analysis of these statements should bear in mind
that they are shown on a cash flow basis, i.e.:

(a) Total Exchequer issues:

Total issues do not represent actual ex-
penditure. Late issues and surrenderts in
respect of a specific fiscal year result in
total issues (as shown here) differing from
the actual expenditure figures as shown in
the Budgetary documentation.

(b) Total exchequer receipts:
The receipts for month X do not include
amounts in transit for that month, but
include those in transit for month (X-1).
This means that the April figure of each
fiscal year includes the *“in transit” figure
for March (the previous fiscal year).
Proceeds from privatisation, other capital
revenue and loans are excluded from
these figures.

(c) Difference between issues and receipts

As a result of (a) and (b) this does not
represent the actual deficit before bor-

R million
Bonds 3,9
Domestic stock 17221,5
Foreign loans 821,8
Loan levy 2,0
Total financing 18 049,2

As indicated, there is a relatively large difference
(“surplus™) between the financing obtained for
the period up to 31 December 1991 and the
financing requirement for the same period. Even
after provision has been made for further re-
demptions of government stock scheduled for
February, the funds already acquired are suffi-
cient to accommodate the expected overshoot of
the budgeted contingency reserve (i.e. higher-

rowing.

TOTAL EXCHEQUER ISSUES
(R million)

1987/88 % growth|1988/89 Jbgrowth|1989/90 %growth 1990/91 %growth |1991/92 %growth
Apr-jun 11944 18,5% |12 979 8,7% |16 395 26,3% |17 478 6,6% |21 089 20,7%
Jul-Sep 10983 22,4% |12 974 18,1% |15 746 21,4% |18 354 16,6% |21 065 14,8%
Oct-Dec 11 346 23,2% |12 937 14,0% {15 758 21,8% |16 858 7,0% |20 279 20,3%
Jan-Mar 13 666 12,2% {17 715 29,6% |17 900 1,0% |21 706 21,3%
Total 47 940 18,7% | 56 604 18,1% {65 799 16,2% {74 396 13,1%

HOUSE OF ASSEMBLY
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@@ TOTAL EXCHEQUER RECEIPTS (cumulative) %

(R million) £ P.od
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TOTAL EXCHEQUER RECEIPTS

(R million) Amvm@
_ |108mss % grown[1988/89 %growtn|1989190 Fgrowth|199091 %growth|199152 fgrown | Period  |1987/88 9% growth|1988/89 %growth[1989/90 Fgrowth|1990/91 growth 1991/92
Apr-dun {7201 5.9%|8 773 203%|11986  36,6% (14302 193% (14399  07% | Aprilto:
JulSep (10445 183%|13236  267%|16850  273%[18969  12,6%|20 517 820 | T 7291 5.9%|8 773 20,3%11986  36,6%|14302  19.3% 14399
” 17736 129%|22008  241%|28836  310%(3321  154% 34916
Ou-Dec  [9270 8.9% (12208 327%[14202  155% (15747 109%|17851  134% | S - : ’
JanMer | 10617 csn|i390t  310%|7965  290% 119 776 Lo% 4 Dec 27006 118%[34306  27,0%(43038  255% (49018  139% 52767
: X —1.0%
- . 37623 S%[48210  281%(61000  265%|66794  95%
Total 37623 102%|48210  281%|61000  265%|66794  9,5% Mar 11,5% b % o

DIFFERENCE BETWEEN ISSUES AND RECEIPTS

DIFFERENCE BETWEEN ISSUES AND RECEIPTS
(R million)

(R million) :

o 1987/88 1988/89 1989/90 1990/91 190192 | =i 1987/88 1988/89 1989/90 1990/91 1991/92
= Apr-Tun 4653 4206 4409 3176 6 691 prit to:
o Tul-Sep 539 (262)  104) 15) 47 Jun 4653 4206 4409 3176 w www
. Oct-Dec 2076 639 1556 1111 2428 Sep 3192 3944 3305 2 561 ;
Jan-Mar 3049 3811 ©3) 3930 Dec 7268 4583 4861 3672 666
Total 10 317 8304 4798 7 602 Mar 10 317 8304 4798 7 602
()Surplus
+Deficit j Guarantees/sureties: Ciskei The MINISTER OF FOREIGN AFFAIRS:
81. Mr K M ANDREW asked the Minister of -
TABLE 2 (b) Total exchequer receipts: (1) (a) No. @

Exchequer issues and receipts (cumulative) (b) Yes, a guarantee in respéet of over-

Foreign Affairs: @
(1) Whether any guarant€gsor sureties were draft facilities to the Government of

This table has been compiled from the State- The receipts for manth X do not include

VR amounts in transit for that month, but iven directly or indirectly by the Govern- oy
mens of Recepte o and Tawters fom e e hos n wans o monih (1. | s o ny Pepaniment o snes of o m
analysis of these statements should bear _ws Biw MMMM_BMM“. wsw_.h»wm_“n"rwmﬁ_n__ ~m mE.Nw »,ﬂmmo__ Government to any person or organiza- (c) No. |
that they are shown on a cash flow basis, i.e.: J " o transit usure tion for (a) loans granted, (b) lines of  (2) (a) R262 Million. !

for March (the previous fiscal year). . B
credit granted and (c) other specified (b) R262 Million.

(@) Total Exchequer issucs: financial services rendered to (i) the Gov-
(3) No b

Proceeds from privatisation, other capital

Total issues do not represent actual ex-
penditure. Late issues and surrenders in

revenue and loans are excluded from
these figures.

ernment of, (ii) any Government Depart-
ment of, (iii) a development corporation
in and (iv) any other specified person or

(a), (b) and (c) fall away.

respect of a specific fiscal year result in (c) Difference between issues and receipts
total issues (as shown here) differing from 3 |
the actual expenditure figures as shown in As a result of (2) and (b) this does not
the Budgetary documentation. represent the actual deficit before bor-

=

Guarantees/sureties: Venda i
82. Mr K M ANDREW asked the Minister of

organization in Ciskei in the 1990-91
financial year; if so,

rowing. 1 (2) (a) what amounts were involved in each  Foreign Affairs:

j case and (b) what was the total amount (1) Whether any guarantées OF sureties were

TOTAL EXCHEQUER ISSUES (cumuiative) f outstanding in terms of such guarantees given directly or indirectly by the Govern-

(R million) 3 or sureties as at the latest specified date ment or any Department or agency of the

for which information is available; Government to any person or organiza-

Period 1987/88 % growth [1988/89 Zgrowth [1989/90 Zgrowth|1990/91 Zgrowth 1991/92 (3) whether foreign currencies are involved M,M.mmmc_. ,.Mwwnﬁm““%_.ﬂwa“rmwvm:MMWMM

April to: in any of these guarantees or sureties; if m_..w:amm_ services rendered to (i) =_”m Gov-

Jun 11944  185%[12970  87%|16395  263%[17478  6.6% 21 089 50, (a) what currencies, (b) how much is ernment of, (ii) any government Depart-

Sep 2927 203%[25952  132%|32141  238%[35832  11.5% 42154 involved and () who is responsible for ment of, (iii) a development corporation

Dec 34274 21,3%|38889  13,5% 47899  232%|52690  10.0% 62433 bearing the potential cost of exchange in and (iv) any other specified person or

- Mar 47940 18,6%|56604  18,1%[65799  16.2%|74396  13.1% rate fluctuations? organization in Venda in the 1990-91

B B226E financial year; if so,

3 continus —>
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m,ow THE tax year ending February

# 291992, a married woman who earns

income from her investments will,

for the first time, have that income
“taxed in her own hands. She will not
-_be required to have it added to that
* of her husband.
" Until February 5 1992 there was
much debate on how income acecru-
ing to the joint estate of spouses mar-
. ried in community of property was
- to be treated. But on that day the
' Commissioner for Inland Revenue
announced he would request the
Finance Minister to recommend to
Parliament an amendment to the In-
1 come Tax Act. .
The proposed legislation is retro-
‘I active and has a major bearing on
taxpayers whose marriage is in com-
- munity of pr %mn@ and who must
make a second provisional tax pay-
ment at the end of February.

When the new rule comes into ef-
fect, income earned from a joint
trade will be deemed to accrue to
them in the ratio in which they share
profits and losses in the conduct of
their trade. Rental income (which,
. by definition, is income from m&umns
is specifically excluded, and is

‘Separate \Exmﬁo&

deemed to accrue to spouses in equal
shares.

One exception to the second rule is
that where any asset, for whatever
reason, does not form part of the
joint estate, any income earned from
that asset will accrue to the spouse
who is entitled to the use of that as-
set.

In this context, it has become
practice to exclude cmmcmwﬁ made
by a deceased in a will from any
community of property which may
exist in the marriage of the benefi-
ciaries. Such a bequest and the in-
come which arises from it are now
deemed to accrue to such beneficia-
ry and not the joint estate.

Deductions and allowances made
in the determination of the spouses’
taxable income are deemed to be
permissible deductions and allow-
ances in the determination of that
spouse’s taxable income. That is, de-
ductions for retirement annuities
and any other allowances deter-
mined by reference to the quantum
of the income.

A pension, retirement annuity, a
benefit from a provident fund and

<§= wm«w

Pes 2, 2

QF<ZZ HERBERT

the taxable amount of a purchased
annuity are now deemed to be in-
come from a trade in the hands of the
spouse to whom such benefit is paid.

The dates when the proposed legis-
lation will become effective are, in
the case of income from a trade, the
tax year ending February 28 or June
30 1991. For investment income, such
as interest, the effective date is for
years of assessment ending on or
after February 29 1992.

In the case of rental income the ef-
fective date is also February 28 or
June 30 1991.

Taxpayers who have submitted
their 1991 tax returns may request
the commissioner to amend their as-
sessments. This request must be
made by both taxpayers in writing
before December 31 1992.

The effect of this proposed legisla-
tion is extremely far-reaching in
that a certain class of taxpayer is
now favoured over other taxpayers
purely on account of the basis of
their marriage.

Central Statistical Service figures
show that by 1986 “white” marriages
in community of property exceeded
55%. Coloured and Asian marriages
in community of properfy exceeded
90%, and the majority of black mar-
riages are regarded as still being in
community of property. One of the
major 1 for this ph

ar-reaching effect

monstrate that he and his wife farm
in a 50:50 partnership. (In this year of
the great drought are there any su-
cessful farmers?) If this can be
achieved he could then be laughing
all the way to the bank.

An intriguing situation will arise
Swmnm an old-style male chauvinist

is simply the cost of the drafting by
an attorney of an antenuptial con-
tract and its registration in a Deeds
Office.

There are considerable benefits
which acerue to taxpayers in terms
of this new dispensation. The maxi-
mum marginal rate for married
women is only 38% compared to 43%
for men. Benefits would be particu-
larly substantial where the married
woman’s income is relatively _oﬂ.
and also in cases Swmnm the couple is
retired.

The commissioner is quick to point
out that the anti-avoidance provi-
sions still stand. Nevertheless, one
can only speculate whether .a suc-
cessful farmer who is married in
community of property, can now so
arrange his affairs to be able to de-

band has already pocketed and
spent the income of the joint estate.
Where exactly will his spouse find
the money to pay her own tax bill?
Shades of the bad old days when hus-
bands were wont to expropriate
their wives’ wage packets each pay
day. The scenarios are endless.

Separate taxation is here with a
vengeance. The changes made by the
1984 legislation to marriages in com-
munity of property were hailed by
feminists as a major breakthrough.
It was supposed to have put wives
back on an egual footing with their
husbands.

But just maybe, from the wife's
point of view, being married in com-
munity of property may once again
have taken on a whole new meaning.
O Herbert is tax partner at-KPMG
Aiken & Peat.




YAT confusing small firms

AN OPINION poll conducted by the Urban Foundation
has indicated that the VAT system has caused copfusion
and dissatisfaction among small businessmen. (§2.0)

A statement fraterday said a poll conducted amiong
the Sunnyside Group, a national alliance of about .50
small business associations, gave the main reasons for
the dissatisfaction as being the high cost of complying

with VAT, the complexities of administering the sysf g
and the harshness of the penalties(m—e@ )%’

Sunnyside Group taxation commi chairifian
Hetherington said the majority of group members did not
understand how the tax worked and had difficulty with
the registration process. Another factor was the high cost
of VAT compliance for small businesses.

The survey showed that half the respondents to the poll
believed the tax in its present form would curtail the
expansion_of small businesses and informal sectors.

The overall impression was that the VAT system was
designed to be suitable to large corporations. — Sapa.

o
!
i,
i




gress played absolutely no part
in issning South'African’pass-
ports, the Minister-of Home Af-
fairs, ‘Mr-.Gene Louw, said in
parliament:’, - -
Replying to'a question by Mr’

. Douglas' Gibson ,(DP Yeoville)

yesterday, he said he had:noted
a newspaper:report which al-
leged that the ANC issued pass-

ports;in co-operation ;with his
department.” f1}(3 1%‘1, L

Th

resentation” of the facts}”

The"ANC had submitted ap-
plicatidns -for passports and
other travel:documents t(} his

The ANC's role was. purely an;
administrative oné"and:.appli-
cationg; were considered: by the
department in'the normal way.
. The*ANC played. no part in
I‘ the processing, — Sapa, - -




Tax on zonin _profit?

Staff Reporter 310
PROPERTY-OWNERS whose plots
are rezoned so that their market val-
ues are enhanced may have to pay a
form 'of tax if the Cape Town City
Council gets its way.

It resolved yesterday, after a lively
debate, to ask the administrator to

'«{ reintroduce enhancement levies,

which are also known as “betterment
“ees”. )

et K|

reintrodude the levies “at least up to
the year 2001, when existing zoning
rights will lapse”, and a property will
have rights to be used only for what
it is already used for.

Thus if one has a house being used
as a house on a commercially-zoned
plot, after 2001 the zoning reverts to
single residential,

Alternatively, the motion said, the
date of this lapse of zoming rights
should be moved forward from 2001
to 1995,

€%e administrator will be asked to




THE new VAT tax hashad a very poorstart
among small businessmen andin the infor-
mal sector.

Among the main reasons for this have
been the cost of complying with VAT, the

plexity of egistration and admi .
tion, and the harshness of the VAT Act
penalties.

This has emerged from an opinion poll
conducted among bers of the
Sunnyside Group, a national alliance of
some 50 small business associations.

The group has joined the VAT-Coordi-
nating Committee incalling for the new tax
system 1o be made simpler and fair, par-

The chairman of the group taxationcom-
mittee, Mr Ian Hetherington, said: “The

e

with VAT and the need for a full analysis
of VAT on small business. e

yor

“Our merberoreanisations, whichrep-

ticularly to the poor and disadvantaged.

sent several thol
indicated that the majority of their mem-

-+ bers did notunderstand how the tax works,

and had difficulty with the registration
process.” .
Anothersignificant factor toemerge was
the high cost of VAT compliance forsmall
businesses, who are usually critically de-
pendent on minimising overheads. '
He said the introduction of the tax had -
been the direct cause of many small busi-
nesses losing customers. . .
Those small businesses whose turnover
was below the minimum requirement for
registration of R150 000 a year were still
often asked by their clients to provide the
““tax inyoices defined by the VAT Act.
In response, he added, some these small
" firmsregistered voluntarily, some satisfied
““ their customers without a tax invoice, but
about 25 percent of them lost those clients
who demanded the invoice. .




VAT gy

Prices in the wake of VAT was to be
convened by the co-ordinating com-
mittee on VAT. on

said yesterday.

brow and issues to be discussed
would include the causes of the food
price increases, and the possibility
that the 2ero-rating of basic items
would be lifted at the end of March,

reh 5, Cosatu
zo)%;
The summit would -Bs held T g

T i io be heid
A SUMMIT to dischiss rocketing food

7A report on food price increases
and the cause of the hikes would be
submitted during the summit,
Discussions would alsp centre on
plans to tackle the price inereases,
including meetings with the agricul-
tural sector, food processors, retail-
ers and other relevant government

* departmehts and parastatals, re-

Sponses to the drought, and a’public
campaign. — Sapa,




A SUMMIT on rocket-
ing food prices is to be
convened by the Co-
ordina‘ting: Comnmittee
on VAT on March. 5,
the Congress of Soli th

" African Trade Unions
said yesterday.

The, day.-long summit
l.in Hillbrow,
Ji ohannesburg, andissuesto
be discussed will include
the causes of the food pnce .

il--

-basw 1lems would b Jifte
at the end of March. - P
According: to a Cosatu .
statement, since the intro-
duction of VAT, fpod
prices in South Africa bave ;
rocketed. :

“Food has gone up 28
percent since " last” year,
meat3 pe;cent andfruit -
and niits‘over 50, percent

: “Allhough :this is.an is;
sue which v1tally affects us
all, merehasbeennoeffec-
tive pllbllc response.’ "y i

* A report .on_food price:

by:the Coordmatmg Com—
- mittee on VAT - would be
. submmsd during the. sum-.
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SUGGEST awealth tax and hear the roars of " 5 the idea of a wealth tax so off the

rage from South Affica’s press.
That, indeed, has been the reaction to a
[:abour Research Service (LRS) article
which advocates a wealth tax on the richest
families, such as the Oppenheimers, the
Hersovs, Menells and Mowsowskis.

The LRS says: “A five percent wealth tax
ofi just the 20 richest families would bring in
over R500-million per annum — enough to
employ 100 000 unemployed workers for a
year in a Public Works Programme! It is time
for a wealth tax.”

« True, the LRS’s suggestion has a Peronist
flavour. It smacks of the macro-economic
populism that brought ruin to South
American countries. It targets only the very
.rich for atax based on their assets, rather than
their income.

Why should the less wealthy be let off, if

,tpe,objecuve is to reduce economic dispari-
ties which arose from apartheid? Why target

{Jj.lbeny Life founder Donny Gordon, whose
“wealth-isat the very least the result of his
“own mgenuxty, rather than, say, Jan X, resi-
dentof Waterkloof and former dlrector -gen-
qgral of a-govérnment department which vig-
orously carried-out apartheid policy?

The LR§ article has been contrasted with
the findings of an International Monetary

d report on South\A gica. It says-that
te South Africans shotlder a heavier tax
den than blacks.

The IMF paper — Economic Policies fgra
New South Africa — does ot rule out f
tribution, and shows IMF thinking doeinol
embrace the ultra-free-market idea that
‘growth itself will necessarily be. enough to 4
putright past inequities.

However, jt lays stresson reordermg social
spending on different race groups and rédi-
recting budget priorities — eg spending § fess
on defence, rather than vastly:, mcreased
social spending funded by:mugh hi gr
_ taxes. ?‘
The IMF paper looks at South: Afnca s fax

n in comparison to other countries} £t
éﬁ'}:&s that tax as a percentage of Solith
ica’s Wealth-crgationas measiired by the
gross domestic product ismore inli

wall? No, but it won’t solve our

economic woes, argues
REG RUMNEY

with other middle-income countries.

But in South Africa the proportion of tax
raised by individual income tax and corpo-
rate income tax far outstrip that of other mid-
dle income countries.

“In contrast, other countries raised substan-
tially more-revenue through social security
and wealth taxes than did South Africa.”

The reference-to wealth taxes shows that is
some scope for this type of surcharge, though
the IMF paper leaves the matter hanging.

Anarticle attheend ofjasl year in Work in

“1 Progress by Nevaigeldman Makgetla, an

economist at the Univérsity. of=the

Witwatersrand, gave another perspectlvg.

Seidman Makgetla pointed:out: “At léast
from the turn of the century, most of Ey
had a wealth tax of between 0,7 and 2, 1per—
cent. For 30 years, the Germans had an gddi-
tional surcharge of one percent a year to pro-
vide loans to refugees from World War I1. A
similar tax as;now been reimposed to assist
the eastern provinces.”

Also, though in favour of at least serigusly
considering a wealth tax, she was compelled
to remark: “In sum, a wealth tax is only a tax:
it cannot by nself bnng about a more demo—
cratic economy.”

It is a pity the LRS should have glven
redistribution opponents an easy target with
its inﬂammalory, almost flippant, approach
to a serious facet of the economic.debate.
Equally, that doggn’t mean the ldéa of a
wea]t!ﬂ"x should be abusively dmmlssed




By PORTIAMAURICE
EMPLOYER-ASSISTED bursary
holders could be taxed from this week,
putting education further out of the
reach of low-income workers.

By amending the Income Tax Act,
the government has abolished almost
all tax-free educational assistance by
employers to their employees, depen-
dants or third parties. The change,
enacted last year, comes into effect on
March 1. .

Managing director of salaray pack-

mgﬁﬂav\mmgw:pmmm.&m fax comes

age consultants International
Compensation (IC), Keith Clubb, this
week slammed as “absolute nonsense”
department of finance accusations that
the assistance schemes had been
abused. Clubb also questioned the
silence of employer bodies and political
organisations on the issue.

It is estimated that employers spend

about R1,5-billion on educational assis-
tance a year. A survey of 165 compa-
nies by IC suggests that five out of 10
technikon students, seven out of 10
white university students and almost all
black students at university rely on
some form of employer sponsorship.

wﬁoﬁﬁom ect

bnowm._pbvdmwm should come under direct

attack at a time when the country’s
economy desperately needs educated
people,” Clubb said.

Before the change, bursaries from
companies were not taxable in the
hands of the recipient. Now, said tax

“The government’s i itivity is
appalling. It is unbelievable that these

cc Ian McKenzie, employees
who receive bursaries for themselves or

their children could be taxed between
15 and 43 percent, depending on the
income level.

A single university student who
receives a full bursary of more than
R11 500 with an employment contract
after study could also lose some of it to
tax.
The ICsurvey shows that many com-
panies are still considering the new law
and whether or not to discontinue dis-
bursements.




Gloomy outlook
for tax relief

Claire Gebhardt ) .
Business Staff f 'Zﬂl fL,’L
JOHANNESBURG. — Twent;;j yegs of double-digit

inflation has effectively spelled the end of the pam-
pered South African lifestyle, experts said this week.

In real terms, it now takes two incomes to match
the single income of the 1960s and the middle class
suddenly find they cannot afford to keep their
homes, educate their children or get sick.

Meanwhile, the redundancy slips continue to be
handed out and year end salary increases, once tak-
en for granted, have become an impossible dream
for many.

Even the rich are disillusioned as they face calls
for their hard won gains to be handed over to the
working: poor, .

The ANC is looking at a proposal that the 20 rich-
gst families in South Africa pay a 5 percent wealth

ax. . .

The end result is that after two decades of hard-
ship, the beleagured consumer is desperate for relief
in the form of tax and interest rate cuts.

Will he or wor't he get them? The debate raged
on this week. '

Some tax experts bluntly told Weekend Argus to
forget about tax cuts — “Barend simply doesn’t
have theé money.”

And ‘economists dashed hopes of pre-budget inter-
est rate cuts as they pondered this week’s disap-
pointing inflation and money supply figures. .

The gloomy prognosis is that the long-expected
bank rate cut may now not take place at- all this
year. .

The governor of the Reserve Bank, Dr Chris Stals,
will want to see a margin of at least 2 percent be-
tween bank rate and the consumer price index.

This means inflation would-have to fall from its
current '16 percent to at least 14 percent for a one
percent bank rate cut to 16 percent, they say.

Meanwhile, money supply growth has ballooned to
a preliminary 14,7 percent in January from an up-
wardly revised December growth rate of 12,7 per-
cent,

The severly depressed staté of the econorily was
underlined this week with news that supermarket
chain Checkers might be forced to weigh up liquida-
tion if it is forced to accede to workers’ pay de-
mands.

OK and Southern Sun workers may have to forgo
pay increases entirely this year if management has

" its way.

Three major motor manufacturers, Volkswagen,
Mercedes-Benz and Samcor, are already working a
three or four day week in an effort to save jobs in
accordance with a union-negotiated moratorium on
retrenchment,

o {




. was only about two years ago that dividends acqifired
_ their current tax-free status. 3

MONEY -
MATTERS

MAGNUS
Heystek

dre

A§S¢ts’ future

- Slalaalaay :
OW SAFE are your assets'and investments
.in the new South Africa? What will happen'to
them under a black government? These-are
*“the questions most often asked today, eSpe-
cially among the middle and upper class. And whites
particularly ask them with a sense of anxiety and
downright fear. : e
The situation is not helped by headlines that pro-
claim “One-third tax on assets” should the ANC conie
to power. This suggestion, by a lone delegate at'an
ANC conference in the eastern Cape, has been turned
into a fill-blown gospel among many people. -
Other rumours abound. A capital gains tak’6n
everything from property and shares to luxury-ears
and deposits in bank accounts; confiscation and redis-
tribution of so-called “white assets”; even retripi-
tion for wrongs of the past. e
Personally, I do not believe the worst-case scenario
sketched above will come to pass. I don’t have.any.
insight into ANC economic thinking, but T'm sure
they have enough foresight not to contemplate any
such moves, which would amount to economie }sui-
cide. : 4
" Bynow the ANC, or any black political organisa-'
tion with a chance to be part of a future governnjent,
must have acquired enough wisdom to discard such:
thinking. But you might ask if the investment playing
field could be altered by-a future government, ajd in
what way.. " : .

Dividend tax and prescribed assets

Firstly, I.think a tax on dividend income coul
be reintroduced — even in the near future. This ex
emption benefits only the very rich and those whe
can afford toinvest in the Stock Exchange. Very ljttle
black money finds its way to the JSE. '

In contrast, fixed investments in banks and bhilq
ing’ societies do attract tax, apart from the firg
R2 000 of interest. . ¥

Politically, this is a very sensitive area, and T di
foresee some form of income tax on dividends irf tht
future. But that should not cause any loss of sleep: it

1o
Secondly, we could see the reintroduction of "o;nq'
kind of “prescribed assets” in life and pension fifds.
Also, not something to cause undue worry: Goyern-'
ment requirements about where large institufions’
should invest part of their money were also aboli?h‘ed
only two years ago. kN
Thirdly, while some form of capital gains; tax
could be introduced in the near future, it will obvious-
ly apply only where actual accrual has enlarged a
capital sum. Here, too, I won't lose much sleep. .5
What does make me toss and- turn is the contifued
threat of a growing inflation rate. This Govefnment
has not been particularly stccessful in keeping infla-
tion down::So'what chance does a future governient
— which is'likely to use increased expenditure as its
primary form’ of redistribution — have of keéping
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ried
cotples
‘get tax.

bount

SR
year. His wife earns no
income.

Under the old system,
for the 1992 tax year,
R23000 would have heen
payable. Taking the pro-
poséd amendments into
acceount, the combined
tax payable drops to
R19020 — a saving of
R3980.

Mr Nixon urges all
married couples in com-
muiity of property to
take . these concessmns

“aceount, when calcu—
eir prov1sxonal
and, if applica-

to.the commissioner for a
reassessment of their

] toiaf R10 000 plus a rent-

‘Big savings uret0 be had
but the anti-avoidance’
" provision will be enforced,
$0 get professional advnce,
urges MAGNUS HEYSTEK.

TR 29plq.
HE taxman has given
. married taxpayers with
+ investment income a be-
lated Christmas present.
He could also, inadvertendly,
have_given marriages in com-
munity of property a maJor
boost.

Proposed ameﬁdments to the
Income Tax Act, scheduled to be
passed by Parliament this year,
provide for investment incomes
to be split and taxed separately.

No longer does a married woman
with investment income have to add
that income to that of her husband,
where it normally is taxed at a much
higher rate. .

In addition, it was announced by
the Commissioner of Inland Revenue,
this ruling will be made retroactive
and it will apply in the tax’year
which ends today.

This has a major bearing ol cou-
ples married in community of proper-
ty and who have to make provisional
payments,

It will also lead to substantial sav-
ings 'on income tax paid.

These amendments have been wel--

31‘09

LLIBIAL jSSTg

comed by married women and the
income tax fraternity alike.
Says Chns Nixon, chief executive

amendments ¢lear up the |

uncertainty sutrounding —_—
the taxation of miarried
couples married in com-
munity of property. >,

In the case of rental in-. |
come, the amendments;:|,
will apply from the ,1991
tax year.

Couplés-yrho stand to
benefit from the above
rental income concession
have until December~3,{
this year to apply to the
Commissioner of Inland
Revenue for a reassess-
ment of their 1991 joint
incomes.

Example

Both spouses have to
apply in writing,

The tax savings in
terms of the proposed
amendments are quite
far-reaching.

Mr Nixon cites the ex-
ample of a 60-year-old
couple married in com-
munity ‘of property,
where the husband re--|
ceives a penswn of
R60.000 a'year.

ments (all in his name)

aliicome of R12000 a
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THE long-standing impasse be-
tween 38 000 ‘taxpayers who in-
vgdted an éstimated R1 billion
in tax-driven film enterprises
angd. the Comimissioner, of Inland
Reveriue comes to a head next
month in a test case on an ap-
peal set down in the Special In-
come Tax Court.

The nub of the case is that in
spite of earlier rulings embo-
died in the Income Tax Act, the
‘commissioner has issued an as-
sessment disallowing deduc-
tions and allowances on an in-
yestment in film ventures.

At issue are income tax rul-

ings. from the commissioner's

office which confirm that cdsts

HELLOISE TRUSSWELL

- incurred by the vaw%mn in the
. production of a film can be
- written off.over three-years.  *

In terms of the law, costs in-
curred in marketing and distri-
bution can be written off imme-
diately and, with the exparters’
allowance, another 75 percént
of incurred expenditure.

Taxpayers who invested in
film ventures have not been as-
sessed for the past six years.

Commissioner for Inland
Revenue Hannes Hattingh, anx-
ious not to'pre-empt the test
case, commerts:

AAbout.three years ago all
these cases were referred to In-

land Revenue in Johannesburg.
The Receiver was instructed
not to issue assessments until
the issue was resolved. It takes
time to get all the relevant in-
formation. Six years is a long
time, I agree.

“But we are now in a position
to issue assessments, not in all
cases, but some.”

In the test case initiated by
taxpayers represented by
Henry Vorster, senior partner
in the legal firm Hofmeyer Van
der Merwe Inc and Professor of
Tax Law at Rand Afrikaans
University, the taxpayers will
appeal against the disallow-
ance of the film deductions and

320

allowances.

Mr Vorster explains: “The
Commissioner has ignored
these rulings which date back
to 1985 and which, at no stage,
have been withdrawn from the
Income Tax Act. It is unfortu-
nate that an administration can
sit for six years without issuing
assessments to 38 000 taxpay-
ers simply because they have
invested in [ilms.

“The investments were en-
couraged by Revenue with
written approval by the com-
missioner.”

Hannes Hattingh plays his
cards close to his chest: “The
rulings we gave then still stand.

No deduction will be allowed 1n
respect of marketing expendi-
ture after March 31 1992.

“For the purposes of assess-
ments, we will look at each
film scheme. On the facts that
emerge, we will decide whether
we should permit the allow-
ances or disallow them.”

Mr Vorster believes that be-
cause it became unaffordable
or because it has become politi-
cal, the commissioner no longer
issued assessments which took
into account the rulings.

The taxpayer is strongly dis
advantaged in taking up the
cudgels against the commis-
sioner, says Mr Vorster. ~

“The onus of proof that the
commissioner is wrong is on
the taxpayer. It is often a diffi-
cult onus 1o discharge. Every
provision in the Income Tax
Act favours the revenue de-
partment.”

1t is common cause that sub-
stantial investments were
made in ventures of this sort.
Some taxpayers have invested
as much as R30 million in
films. One is even rumoured to
have an exposure of some
R40 million.

Should the court find in fa-
vour of the taxpayer, is it likely
that the outcome will be ap
plied to all similar cases?

“Thepe-dg -npthing that com-
pels Revenuento accept what

the court says,” says Mr Vor-
ster.

Does Mr Hattingh suspect a
scam in these investments?

“I don’t want to comment,
but we are looking into each
case and then we will decide.”

Will a test case help others
who have invested in films?

It is hoped, says Mr Vorster,
that the legal issues will be ac-
cepted by the commissioner.

Should the tax court rule in
favour of the taxpayer, would
the commissoner overrule this
judgment and change the rules
retrospectively?

Mr Hattingh commented:
“No, we would not do this, ex-
cept in cases where an impor-

.-tant tax principle is at stake.

HANNES HATTINGH: Commis-
sioner for Inland Revenue
agrees six years is a long time.

m ventures tax deductions
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New RA rules bring

problems forgouples

S[Tiwe X bass) _ H3[Te

By NIGEL SCOTT

—————————
SEPARATE taxation
of married women
brought with it unfore-

. seen problems.

One concerns a mar-
ried woman whose contri-
butions to a retirement
annuity (RA) fund are
paid by her husband.

Two comnmon reasons
may be that she no longer
receives a taxable income
and is therefore ungble to
claim her own contributions
as a deduction. Alternatively,
her husband may be over 70,
in which case he is no longer
eligible for RA fund mem-
bership.

So the wife joins the fund
and the husband pays her
contributions.

Married couples in this po-
sition have a problem be-
cause the Income Tax Act
makes no provision for the
deduction of contributious to

The writers Jf ttllls column
Life and Pension Advlsers,
gl tards of

are fellows of the institute of
which aims to maintain the

p and e'thlcs of

those engag

d in personal

an RA fund made by one tax-
payer on behalf of ‘another.

The Department of Inland
Revenue used to allow the
deduction of contributions by
a hushand on behalf of his
wife in certain circum-
stances. This practice was
discontioued from Mareh 1,
1991

After discussions with In-
land Revenue, it has been
agreed to propose an amend-
ment to the Income Tax Act
in terms of which such con-
tributions will be deductible
if the wife bas either no or
insufficient taxable income
to claim the deduction her-
self.

This concession is avail-
able only if the married
woman hecame a member of
the fund before March 1,
1982, In addition, the deduc-
tion claimed by the husband

will not be allowed after the
1997 year of assessment.

In other words, a five-year
period of grace has been al-
lowed, It was done to avoid
prejudicing taxpayers who
relied on either the joint tax-
ation provisions or the de-
partmental practice in the
past.

Pension

If the amendment is
passed, which it almost cer-
tainly will be, taxpayers Wi
have adequate time to
arrange their financial plan-
ning accordingly.

Another problem may
arise for members of pension
and provident funds.

The maximum amount 2
married person may deduct
from his or her income for
contributions to a retirement

a?nuity fund is the greater
of:
A — 15% of income from
pon-retirement funding
sources
B — R3 500 less current pen-
sion fund contributions or
C — R1750
Most employees have litile
or no income from sources
other than their employer.
Furthermore, in most cases,
the pension contributions
made by them and/or their
employer are based on their
full remuneration.
Consequently, item A does

NIGEL SCOTT: assistant general
manager, Southern Life

This will mean that if a
taxpayer’s only income is a
salary and the contributions
to a pension fund made by
himself or by his employer
are based on his full salary,
he will not be entitled to
claim a deduction for RA
fund contributi

not apply to most taxpay
since their income is retire-
ment funding, They therefore
rely on items B or C to deter-
mine their maximum deduet-
ible contribution to an RA
fund.

The Commissioner intends
proposing an amendment to
the Income Tax Act in terms
of which items B and C will
not apply after the 1997 year
of assessment.

The Commissioner argues
that when item A was intro-
duced in 1979, B and C were
retained purely to protect €x-
isting rights of dedactibility.

He believes the time has
come to remove them since it
was never intended that they
be used as a supplement to
pension fund contributions.

In other words, the deduet-
ibility should be available
only to those taxpayers who
are not members of a pension
or provident fund.

Logic

Although there may be
some merit in the logie of the
Commissioner’s argument, it
jgnores _several jmportant
practical realities. We do not
have a system of compulsory
pension preservation in this
country. Since the average
South African changes jobs
every seven years and a sig-
pificant loss of pension bene-
fits occurs, some form of ad-
ditional funding is necessary.

The most obvious to use is
an RA fund. The Commis-
sioner’s intention to deny
such employed persons the
deduction of their “top-up”
contributions to an RA fund
will discourage a necessary
form of saving. In the long
run it could result in the
State’s having to bear an in-
creased burden because of a
greater number of people be-
ing unable to support them-
selves in old age.

————eren
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RANSNET has been or-
dered by the commissioner
for Inland Revenue torepay
millions of rands incorrect-

ly deducted from the pay
packets of thousands of
. Spournet employees. d@
The unexpected bonus,
which must be paid by the
end of April, results from
the discovery of irregulari-
nsulfants hired

Harbours Workers'
(Sarhwu).%\\\\mw

About 60 000 of Spoornet’s
160 000 workers belong to
the union.

Tax consultant Eric Fleet

1

Y

could amount to R60-
million. The same irregu-
jarities could surface in the
current tax year.

Mr Andre Freemantle,
general manager of Spoor-
net’s Cape ‘Midland's region,
blamed ‘over-deductions on
“gdministrative pro ems”
and said there Wou be a
one-off payment in April.

an e

parenting stat!

of the forms

issued, depriving employees
of automatic Tebates Of
R2100 for a spouse an
R100 for each child.
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JOHANNESBURG. — The
second’ phase of the VAT Co-

Paign . against aspeets of the
tax ns on Thursday with a
summit which will look at the
controversial increases in the
price of food,

VAT, food prices have Focket-
ed.

“Food has gone up 28 per-
cent since last year, meat
Prices have:jncreased by 38
percent and fruit and nuts by
more than 50 percent, -

“Although this is an issne
which vitally affects us all,

ordinating Committee’s cam. -

 tributed iconsiderably

“Since the introduction.of . .

‘end .of March.
. A Teport on food price in-
‘ereases and. thé possible

there has been no-effective
public response,” said the
vcc. :

The summit was proposed
at the last VCC meeting,
which “identified that the in-
troduction of VAT had:

creasing food

gumes — will b

‘and je-
be Tifted-at the

causes will be,presented at the
summit, %* -




OPINION

‘Frightening’ deficit prospects leave the Government little ch

oice, writes Azar Jammine

N the countdown to Budget
' Day on March 18, the scenario
for the 1992/93 fiscal year
that must be confronted by
Finance Minister Barend du Ples-
sis looks disturbing.

The final count of credits and
debits for the past 12 months may
well disclose a budget deficit as
high as a record R15 billion.

Andgthe deficit in 1992/93 threa-
tens to:climb higher still.

Die 'to the weakness of eco-
nomic performance, it seems like-
ly that State revenues will con-
tinue showing a decline in real
terms if existing tax structures
are left unaltered.

Yétwith the ANC and other po-
litical bodies likely to be extensi-
vely® consulted about what they
would like to see in the Budget,
there is probably going to be more
pressure than ever before on the
Government to increase social
spending by a significant amount.

Moreover, with the economy
still struggling to extricate itself
from recession, there will also be
a lot of pressure on Government
to kick-start the economy out of

ST s AT

its misery. B

In such Qnanammw:omm the Gov-
ernment runs the risk of a mas-
sive budget deficit in the 1992/93
fiscal year.

In a worst-case scenario, in
which Government spending
keeps increasing by 19 percent
while revenues keep rising by no
more than 5 percent, the Govern-
ment could be faced with a deficit
for the next 12 months of between
R25 billion and R30 billion.

The implications of deficits of
this magnitude — for the burden
of public debt, inflation and inter-
est rates — is frightening.

Even though this may represent
the worst-case scenario, the mes-
sage is clear.

Unless taxes are raised signifi-
cantly, the Government’s finances
stand to be in a lot of trouble.

With the prospect of such a
huge fiscal deficit in 1992/93, it
seems ever more improbable that
the Government can continue try-
ing to meet the 1994 targets set
out in the pledges made by the
National Party ifi'its 1989 election
manifesto to reduce taxation in a

LY

five-year series of tax cuts.

Besides difficulties in financing
the deficit, it would be politically
unacceptable in the context of Co-
desa and allied developments for
the Government to announce tax
cuts which could be construed as
increasing the inequality in the
distribution of income.

Indeed, the only way in which
the Government could afford to
reduce income or corporation
taxes would be to raise taxes of a
different kind.

So what are the options?

The head of the Department of
Finance, Gerhard Croeser, let a
cat out of the bag several weeks
ago when he speculated on the
need to raise the rate of VAT to
13 percent.

With the kind of deficit now
looming, Mr Croeser’s suggestion
was not as wayward as initially
met the eye.

One could even argue that if in-
come and corporation taxes were
to be reduced further, then in the
context of the massive size of the
prospective fiscal deficit, an in-
crease in the VAT rate to 13 per-

220
cent could be far from sufficient
_ and a rate more in the order of
15percent or even 17 percent
would have to be considered.

As a rule of thumb, each 1 per-
cent hike in the VAT rate should
add an additional R2 billion to the
fiscus, if one ignored the depress-
ing effect which such a hike might
have on the economy.

Mr Croeser’s suggestion may,
however, be politically insensitive
at this stage.

One alternative would be to
raise sharply the VAT rate on
many goods deemed as non-essen-
tial, but to leave at 10 percent or
even reduce the VAT rate on es-
sentials such as food. Whether
even this amendment would satis-
fy political forces opposed to VAT
is open to question.

The other alternative would be
to raise taxes of a completely dif-
ferent form. The Government
may decide to introduce some of
the additional taxes which the
ANC’s economic policy think-tank
has floated.

The more obvious ones are a.

capital gains tax (whose possible
introduction the Government is
reportedly already examining), a
capital transfer tax and a mini-
mum tax on corporations.

Moreover, the introduction of
taxes such as these, which have
the ANC’s backing, would have
the added political advantage of
being seen as an important con-
cession by the Government to take
into consideration some of the
suggestions made by other politi-
cal groups in its efforts to reach a
democratic political compromise.

The third change in tax which
might be contemplated for the
March budget, which we believe
to be a virtual certainty, is a fur-
ther increase in the fuel levy.

Ever since it was brought to the
Government’s attention that the
percentage of South Africa’s fuel
price which was accounted for by
the fuel levy was lower than in
most other countries, increases in
the fuel levy have been seen by
the Government as a prime
means of raising additional reve-
nue outside of traditional income
tax.

A few years ago only about a
quarter of the fuel price went to
the State as a levy. This figure has
risen to 37 percent.

Yet the average European fuel
Jevy accounts for 45 percent of the
pump price.

Accordingly, the Government
could construe this as implying
further scope for hikes in the fuel
levy. An increase of 10 to 15 cents
per litre in the levy is therefore
highly likely.

As long as the Government’s
share of the economy keeps rising,
taxes must rise — leaving ever
jess disposable income available
to promote economic growth.

Especially at a time when the
economy is already reeling under
excessive taxation, the reality is
bound to dawn on the various
players in the economy sooner or
later that so long as this merry-
go-round of higher State spending
and commensurately higher taxa:
tion continues, South Africa will
be unable to attain a higher
growth plane in the long term. O
@ Dr Azar Jammine is director of
the Econometrix research unit.
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it NG tendency
has emerged in the main-

1 | stream media to overreact

on sensitive issues, particu-
larly economic ones. This has the
effect of closing off debates,
rather than encouraging a crea-
tive interaction of opposing
ideas.

The Business Day editorial of Feb-
ruary 26 attacks me for “intellectual
dish ty” and “ ic naivete”
for daring to suggest our taxzation
system needs restructuring. In case
this were not enough, the editorial
casts aspersions on my personal
background.

In a report the previous day I indi-~
cated Cosatu had not discussed the
type of wealth tax proposed by the
Labour Research Service (a 5% tax
on the wealthiest 20 families) but
that we were concerned the tax bur-
den had been shifted over time from
companies to individuals, and from
the rich to the poor.

his is borne out by a comparison
of taxation levels in recent years. In
1975, company income tax (including
mines) comprised 51% of revenue.
By 1990 it had plummeted to 24%. On
the other side, sales tax combined
with individual incomne tax had rock-
eted to 63% of revenue in 1990, from
36% in 1980, Whichever way one in-
terprets these figures, they suggest
that the super-rich (whether at the
corporate or individual level), have
been contributing a declining share
to the fiscus, while ordinary South
Africans, both poor and middle in-
come, are being taxed to the hilt.
This is not to suggest that a wealth
tax is a panacea for all SA’s socio-
economic inequalities. Far from it. A
restructuring of our tazation system
can achieve the desired resuits only
if it is accompanied by a reorienta-
tion of our economy on to a higher

. growth path.

Attempts to create an equitable
distribution of income and social
welfare, purely through the use of
fiscal measures, in the face of a
shrinking economy and growing pop-
ulation, will ultimately have the re-
sult which many businessmen have
been warning against — stifling in-
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SA needs a fair tax
system that caters

1al needs
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NEIL COLEMAN
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vestment and economic develop-
ment. Taxation used as a blunt redis-
tributive instrument, without being
accompanied by the necessary eco-
nomic growth, would probably vindi-
cate the predictions of the harbin-
gers of doom.

. Before Business Day irreparably
injures my reputation by offering me
a regular column, these remarks
need to be put in context. Even if our
economy moves on to the “high
road”, something for which Cosatu is
arguing, adjustment of the taxation
system will be needed to address
massive inequalities with which a
new government will be confronted.

Firstly, according to the recent
IMF report, SA appears to have vir-
tually the lowest level of property
and wealth taxes in the world, To-
gether with secial security taxes and
royaities, these comprise only 14%
of GDP in SA, compared with 7,88%
in selected middle-income countries,
and 13,81% in industrial countries
(average for 1980-1988). Therefore,
despite the hysteria which has ac-
companied debate about a wealth
tax in SA, such a tax is widely used in
other parts of the world as a redis-
tributive mechanism.

However, the form of wealth tax
which is used should be consistent
with the broader process of econom-
ic restructurng. For example, a cap-

ital gains tax would, apart from be-
ing a source of revenue, also
encourage productive investment
and job creation instead of specula-
tion in shares and Pproperty. Similar-
ly, a tax on dividends would encour-
age corapanies to reinvest profits.

Secondly, taxation of workers,
black and white, has rocketed in
recent years. Labour Research Ser-
vices calculates, for example, that
an African worker (married with
two children) earning R1800 a
month in 1991 would pay R14750 in

+ PAYE, as compared to R61,54 PAYE
in 1988 out of basic wage of R1 183.
(This calculation is based on a 15%
annual wage increase.) In this exam-
ple, the worker would pay 58% more
tax, as a proportion of income, than
four years earlier. Bracket creep is
hitting growing numbers of low-paid
workers.

t the same time, indirect taxes
are rapidly rising as a proportion of
the fiscus — from 14% of revenue in
1980 to 29% in 1990. The IMF study
shows this is at least a third more
than that of selected middle-i 1e

considering the IMF figures cover
only the 1980-1988 period.

Indirect taxation ignores income
and ability to pay. It taxes all —
super-rich or super-poor — equally.
This form of regressive taxation was
taken to absurd lengths with the in-
troduction of the undifferentiated
10% VAT rate last year, a rate which
we are told will scon be going up.
This is in spite of the fact that every
other country in the world which
uses VAT, with the exception of New
Zealand (with its advanced social se-
curity network), taxes basic necessi-
ties at a low rate and luxury com-

modities at a high rate. The 16-

million South Africans living below
the poverty line (according to Devel-
opment Bank of Southern Africa estij-
mates) with virtually no security net,
will not be encouraged by Business
Day’s claim that VAT is fair because
it taxes all equally!

Further, VAT has been imple-
mented in a way which doubly bene-
fits the rich and the corporate sector,
at the expense of the poor and unem-
ployed. The immediate and total ex-
emption from VAT on capital goods
(again unique in the world) created
an estimated R7,5bn windfall for big

countries, and double that of African
and Asian countries, taken as a per-
centage of GDP. The situation is now
probably even more unfavourable,

i

We were told this would encour-
age large-scale investment and job
creation. Leaving aside the fact that
the predicted surge in economic ac-

EAE

tivity has not materialised, it is-not
difficult to see that structuring of
VAT in SA is bound to create unem-
ployment rather than jobs. VAT
raises labour costs, and cheapens
capital by exempting capital goods.
This will encourage the replacement
of labour by capital.

The implementation of VAT is yet
another example of how our taxation
system is structured with total disre-
gard for social realities and develop-
ment priorities. -

Thirdly, we should be more cau-
tious before boasting about the redis-
tribution of wealth which is said to
have happened in recent years. If
any redistribution has indeed taken
place, it has been marginal and a
drop in the ocean when measured
against SA’s staggering socio-
economic inequalities. S

Even the IMF report suggests that
despite certain shifts (many" of
which, incidentally, were the result
of bitter struggles by workers and
their unions), SA still has possibly the
greatest level of socio-economic in-
equality in the world. This assess-
ment is based on the Gini Co-effi--
cient, a widely used standardised
measure of income distribution. ..

The report estimates that white
per capita income was nearly 1 800%
that of black per capita incme in
1989. Despite shifts in social spend- ~
ing, per capita social expenditure on

- whites continues to be several hun-

dred percent that of blacks.

he IMF report also reveals that

when economic indicators are com-
pared for SA and relatively poorer
neighbours such as Zimbabwe and
Botswana, citizens of these countries
are as well off, or better off, than
black South Africans. Even poverty-
stricken Namibia compares favour-
ably in the IMF analysis. T

These harsh realities need to be
seriously addressed if we are to meet
the challenges facing SA in this
period of transition. Until we start
addressing the critical problems |
confronting our country, on the basis
of real social needs rather than per-
ceived ideological paradigms, we,
will continue talking past each other:
O col is C i
officer.
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[No tax relief

school fe

)710 wn Corrospnnds
DURBAN — Tax relief wifj
not be given to parents for
the compulsory fees the
pay for their children at ¢he
approximately 2 509 House
of Assembly schools which
become Semi-private from
next month, Nataj Receiver
of Revenye Geoff Grant
warned Yesterday,

Commenting On answerg
by Education Minister Pjet
arais to querieg about
“Model ¢ schools, he said
fees were considered dom.-
Sstic or private €Xpenses
which were “specifically
prohibited ag 5 deduction jn
terms of seetion 23(b) of the
Income Tax Act”,

Cast slams chamber ror
planning to meet

of Southern Transvaal (Cast) general Seazetary,Ban Mof-
okeng said in Johannesburg yesterday, o

Reacting to reports that the chamber woylq meet
Codesa this week to discuss a possible basis of contact,
Mofokeng said the chamber, being 5 local forum, should
have left that tagk to national or more regional bodies,

Sapa had quoteq chamber CEQ vie Milne ag saying:
e feel that the Witwatersrand is such an important
area strategically ang economically that j might be
worthwhile for us ang Codesa that we hoty know what the
other is doing,” A0 o2

Mofokeng saig: “It is incorrect and immatyre for the
chamber to put views to Codesa; it is pot fit to represent
all the interests of SAonalocal level. It shoulg leave that
to regional or national bodieg »

The nationa] body, which Ppossi]
Civics Association of SA, would
this weekend, he sajg

s

bly would be called the
meet in Johannesburg

Schools )y not be re.

Sapa reports the chamber wiy meet tomorrow 1o hear
quired to Couejf AT on reports of a]] committees, including one op tne fortheom-.
fees. [ ing visit of the World Bang reconnaisance mjggjop,

e chamber js Seeking a Compromige
the World Bank after certain members demandeq ‘they
should haye direct contaet with the mission, Milne said,

Politica) COMMent in thig 1558 by J jongg,
Nawsbills by Reynierse, Headlines ang

Subediting by p Armour, Af of Times Mogia
i, 11 Diagona) st, Johunnsshum.

THE directors of Wolnit, liquidated syp- 6{ 3

idi €T, are being sued iy !
the Pretoriz Supreme Coyrt for almost
R

Trebbob Beleg
2m for alleged]y recklessly carrying on d,IZi;osoe u},}: ﬁﬁ
v

Creditors Sue Wolni§
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A FORMER Becéiver 6f Réve-,
nue ‘tax elerk, convicted*on
four counts of fraud involving
R269100, has been ‘sentenced’in
the:Cage Town Regional Court
to an effective three.years jailt

Ronald- Wayne Tiltman;’ 26,
of Victoria Road, Bantry Bay;
who'was employed- at;the Re-
ceiver for eight years;:pleaded:
 guilty i’ January. He.was sen-
te,nced"y’esterday to-five'years’
jail, with two’years: suspen
) for;iive years. .

<iltm: nded
tﬁat‘Marixie West ha
ously /paid general sa

)it

twice;;on ‘yessels they,

:Latér “in ‘May Til 3
opened a. savings a ount. at |
Ned Bank in Rondehosch

by prétending, to be Thomas.
Jones; who"would administer
thie R269 100, which thie Recely
ef” of Revenue owed:
West.” A E
. In mitigation:of senfence’ a
probation ‘officer; ‘Mrs. M
Smith, said Tiltman committed
- the ‘‘perfect erime; :which;
would never have been discoy-
~efied if; Nedperm's head office:
had not made -enquiries’. it -
‘She-recommended.tothe -
court ‘that Tiltman be given;a’
héavy: fine-and- 1 500 hours;
community servige. o 3
" iMagistrate Mr W A-de-Klerk':
“In:-siich - ‘case: it s my
_conviction: that the: efféct of’
* punishinent as.a deterrent is of °
special imiportance. G et
“wrhie’ piblie is’ concerned
~about 'the hard-earned-.money
they.'paid to the Receiver of
Revenue and if there i§:cortup-
. -tion: the “whole taxpager .com-’
priunity: is7on theif hind legs:” -
' i was Tel
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‘Hobson’s choices @

Of the many unsatisfactory ways in. which
Finance Minister Barend du Plegsns may
attempt to increase tax revenue In fiscal

1992/1993, perhaps the worst is a minimum
" tax on companies (MTC).

The previous MTC was imposed as a one-
off tax in the 1988/1989 tax year to hit
companies which benefited from special al-
lowances and then paid large dividends.
However, most major incentives and allow-
ances have since been removed, including the
initial investment allowances, lifo account-
ing, accelerated depreciation, the export
marketing incentive and the previous conces-
sionary treatment of consumable stores and
work in progress. ~ °

So the justification for the tax has largely
fallen away.

Deloitte Pim Goldby tax partner Willem

_ Cronje says a minimum tax cuts across re-
cognised fiscal principles — a view support-
ed by Ernst & Young tax partner lan Mac-
Kenzie — and could come close in SA’s
circumstances to ending the rule of law in
company taxation.

1t does not take account of the way com-
pany accounts are structured and should be
opposed as strongly as possible by the private
sector.

Nedbank chief economist Edward Osborn
endorses this view.

Kessel Feinstein tax partner Ernest Ma-
zansky sees a further problem if — like the
ptevious MTC — it is defined as the excess
of dividends declared over the sum of tax
paid (in the previous year) plus dividends

received. Where no dividends were yeceived,
O AL
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the MTC was charged at 25% of the excess
of dividends paid over tax paid, with certain
exemptions,

This would hit private companies which
had declaréed dividends out of large reserves
accumulated over many years, after the tax
on dividends was abolished on March 1 1990
— to pre-empt a possible reintroduction of
that tax.

Mazansky argues that it is not necessary
for MTC to be based on the excess of divi-
dends over tax. It could be related to tax paid
as a percentage of profits — if the percent-
age were materially less than the nominal
rate of 48%. But this would give rise to
serious problems of definition, as tax is paid
according to taxable income, not according
to profit — which often differs substantially
from the former because of timing differ-
ences and other accounting issues.

The debate goes all the way back to the

Margo report — which declined to give un-
conditional endorsement to an MTC. The
report noted that the real need was to elimi-
nate remaining incentives and concessions
which reduced the company tax rate.

Anincrease in VAT, which would bring in
significant additional income, would be even
more controversial. It has only recently been
introduced — in politically unfavourable cir-
cumstances. To raise the rate from 10% to
13% after only six months — as Finance
Director-General Gerhard Croeser recently
hinted — could bring in R6bn and a revolu-
tion.

A higher tax on petrol is generally expect-
ed and there is no doubt that more revenue
can be milked out of this easily administered
indirect tax, But it cannot be supposed that a
further 10c or so on every litre of petrol can
alone solve the problem.

As the SA Chamber of Business pointed

out in its recent comprehensive budgetary
analysis, fiscal drag has borne heavily on the
after-tax earnings of the middle-income
group, which deserves relief rather than an
increased impost. Of course, even to leave
tax rates unchanged during a year when
inflation is likely to be 12% or more, is to
inject another dose of fiscal drag. )

The company tax rate at 48% is higher
than the rate in major industrial countries,
with disincentive influences on local invest-
ment. And government is shackled by its
commitments to continue reducing both indi-
vidual and corporate tax rates.

Perhaps the least damaging way to cope
with this desperate situation, says Osborn, is
to say outright that there must be a morato-
rium on government’s commitment to reduce
corporate and personal tax rates. This at
least would be honest and leave the technical
fabric of the tax system intact.




Church campaign
on VAT injustice

* Staff Reporter IS L 31‘% -
THIRTEEN different religious denominations have
combined to form the Churches’ Committee on
Value Added Tax and have drawn up a declaration
on the injustice of the tax.

They are to embark on a campaign in the city next
week to convince the public that VAT on basie foods
and health care for the poor is immoral,

“Depending on the government’s reaction to our
campaign we might have to deliver our demands in
person to Mr Barend du Plessis” said Ms Leslie
Liddell, committee co-ordinator,

The declaration demands that the government:

® Abandons its threat to terminate, on March 31,
the zero-rating of the few foods that are tax exempt.

® Extends the list of tax-exempt food.

@ Exempts all health care for the lI;oor.

The declaration has been signed by prominent
church leaders, including Archbishop Desmond
Tutu, and has been endorsed by the Western Pro-
vince Council of Churches as well as many indepen-
dent churches and organisations. ézé@j




AX IS an emotive subject.

For this reason, emotive

off-the-cuff suggestions on

future tax policies some-
times evoke overreaction in the
financial Press. The issue of SA’s
fiscal policy is S0 important to
our economic future and the
wellbeing of all our peoples that
this form of action and reaction
must be avoided.

On the other hand, it is essential
that in our emerging democracy
there be a healthy, open debate on,
taxation. Indeed, it is a refreshing:
sign of the times that, after more.
than a century of political debate
dominated by racial issues, politi-
cians, businessmen, unionists and
citizens in general are becoming
more aware of the need to examine
fiscal policy.

For these reasons, it is reassuring
that the contacts which the SA Fiscal
Think Tank have had with the major
players in the political arena (includ-
ing government, the ANC, Inkatha,
the CP and the DP) over the past
year have indicated they are all pay-
ing careful attention to formulating
rational fiscal policies.

n the trade union side, it is also
refreshing to note the contribution of
Cosatu information officer Neil
Coleman to the debate (Business
Day, March 6) where he argued that
a restructuring of our taxation sys-
tem can achieve the desired result
(of redressing inequalities) only if it
is acompanied by a reorientation of
our economy on to a higher growth
path.

Growth is not simply an important
factor, it is the essential factor. My
research indicates there is a direct
correlation between government’s
ability to extract revenues from an
economy and the state of develop-
ment of that economy.

For example, in 1987 SA central
government revenue as a percentage
of GDP was 24,6% — up from 21,4%
in 1975. The corresponding figure for
industrialised countries in 1987 was
274% while that for developing

B0 13(3[92.
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Higher wealth taxes
would add little to

ation’s kit
C220 (g

MARIUS VAN BLERCK

and luxuries at a higher rate. Such
Systems are common worldwide and
informal calculations by me last
year indicated that a 5% rate on
necessities and a 15% rate on other
transactions could yield about 40%
more than the current single rate
system. Once again, this area offers
great scope for research and
analysis.

Incidentally, Coleman deduces
that VAT raises labour costs and
cheapens capital. Since labour costs
are not subject to VAT, and since
capital costs are in effect similarly
treated as a result of the input credit
System, VAT is neutral between la-
bour and capital.

O] Besides the areas of taxation iden-
tified here as worthy of research,
there are dozens of other aspects of
fiscal policy which require thorough

demic analyses. With this in

mind, the SA " Fiscal Association
I hed a competition last year for

countries in Africa was 21,61%. 1t is
clear that in SA the proportion of
revenue which government can ex-
tract is substantially higher than in
less developed counfries but lags be-
hind that yielded by industrialised
countries.

In the years that our economy ex-
perienced real growth the yield in-
creased relatively painlessly. But
since the beginning of the slump. in
the mid-'80s the yield has slipped.
Growth is thus of great importance
to the fiscus. These contentions are
borne out by the January 1992 IMF
report on economic policies for a
new SA.

When dealing with the subject of
property and wealth taxes, it is ne-
cessary to be cautious and to ensure
fotal accuracy since, of all taxes,
these tend to generate the most emo-
tive debates. For this reason it is
unfortunate that Coleman interpret-
ed IMF comments that “other coun-
tries raised substantially more rev-
enue through social security and
wealth taxes than did SA” as indicat-
ing that, in his words, “SA appears to
have virtually the lowest level of
property and wealth taxes in the
world”. ’

The fact is that SA has an ex-
tremely low level of social security

taxes, while the property tax level
(which includes wealth taxes) falls in
between that prevailing in the more
highly developed countries and that
in the developing countries.

The low level of social security
taxes (surely fruitful ground for fis-
cal research) is sufficient to reduce
the sum of these two tax categories
to a low level.

As with the overall tax yield, this
research indicates that there is defi-
nite scope for increasing property
and  wealth taxes provided we
achieve real growth in SA, but such
taxes never make a material impact
on overall tax collections. Even in
the Organisation for Economic Co-
operation and Development (OECD),
such taxes at central government
level yield only about 1,8% as a per-
centage of GDP.

hree other statements by Cole-
man deserve comment. Firstly, he
correctly points out that there has
been a substantial shift in the tax
burden from corporate tax to other
forms of tax in recent years. This
shift has resulted from a number of
factors including declining profita-

bility and fiscal drag, among others,
but it is interesting to note that SAis
far from unique in this respect.

While personal tax in SA genera-
ted about 50% more than corporate
tax in 1987, in the OECD this multiple
was on average about 400%. This
tendency seems to have come about
through an acceptance that it is sim-
plistic to view either companies or
individuals as “bearing” the tax bur-
den. In reality, economic activity
bears all taxes, and governments
merely seek the most efficient points
from which to siphon such taxes, one
of which is the individual pay point.

Secondly, he advocates taxation
on dividend income. The exception of
dividends from tax is no holy cow,
and while there are mixed views on
the subject, the proposition deserves
serious evaluation.

What should be remembered is
that it is a worldwide trend to elimi-
nate the economic double taxation of
corporate earnings and that, if divi-
dends are to be taxed, it would be
wise to implement some form of im-
putation system to relieve such
double taxation.

Thirdly, Coleman raises the possi-
bility of a differentiated VAT rate,
taxing basic necessities at a low rate

the best post-graduate tax thesis at
an SA university. A prize of R4 000
will be awarded to the 1992 winner,
and R2000 will be awarded to the
relevant university.

etails of the 1992 competition
will shortly be sent to all SA univer-
sities. Universities interested in ob-
taining details in the interim should
fax Danie Erasmus at (011) 333-0104.

to a higher standard of fiscal debate,
the SA Fiscal Association last year
launched the SA Fiscal Think Tank.
The objective of the thinktank is to
contribute in an impartial manner to
the ongoing development of fiscal
poliey, and, as noted above, a wide
range of political contacts made
over the past 12 months has resulted
in some progress towards this objec-
tive. Those interested in more details
on the think tank and its research
should fax Ernie Lai King on (011)
783-2180.

O Van Blerck is tax consultant to
Anglo American, chairman of the
SA Fiscal Think Tank and founding
editor of the SA Tax Review.




'LATEST VAT TAKE 7

After uveraging R1,5bn in October and
November, the first two months it was

llected, VAT inD ber rose
to nearly R2bn. The increase was due to
(somewhat subdued) festive spending.

VAT was introduced on September 30
but the first collections were reflected in
November figures. Cotlections for No-
vember-January total more than R5bn.
This is R200m up on the R4,8bn collected
in the same period of the previous fiscal
year and in line with revised expectations
after the reduction in the VAT rate from
12% to 10%.

13/3/9 2-
320/

GST collections earlier in the year to-

talled R10,6bn. Though GST revénue is

still trickling through, the bulk was col-- -
fected over the first seven months o£ the /

s

fiscal year.

GST collections showed" only aitiny +

increase over those in the comparable

period of the previous fiscal year —-
R10,4bn, This was due to the recession’
and postponed spending on goods that

benefited either from input credits (cap<
ital and intermediate goods) or from the
Jower rate at which VAT is levied com-
pared with GST at 13%. :
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Beskrywing van voorgestelde grondgedeeites wat
by die regsgebied van die Stadsraad van Bronk-
horstspruit beoog ingelyf te word

Begin by baken geletter A op Kaart A1390/1909 van
die Restantvan Gedeeite 3, groot 386,8490 hektaar, van
die plaas Oude Zwaans Kraal 542 JR; daarvandaan
algemeen ooswaarts en algemeen suidwaarts met die
grense vandie volgende eiendomme langs sodat hulle in
hierdie gebied ingesluit word: Die genoemde Restant
van Gedeelte 3 (Kaart A1390/1909) van die plaas Oude
ZwaansKraal542 JR, Gedeslte 32 (Kaart A11372/1984)
en Gedeelte 31 (Kaart A7806/1984) beide van die plaas
Tweefontein 541 JR, die dorp Bronkhorstsbaai-dorps-
gebied (Algemene Plan A2953/1971), Restant van
Gedeelte 19 (Kaart A1173/1966), groot 179,7392 hek-
taar, van die genoemde plaas Tweefontein 541 JR, die
volgende gedeeltes van die plaas Groenfontein 526 JR:
Gedeelte 5 (Kaart A2543/1950), Gedeelte 61 (Kaart
AB01/1988), Gedeelte 60 (Kaart A600/1988), Gedeelte
12 (Kaart A6999/1968), Gedeelte 13 (Kaart A7000/
1968), Gedeelte 14 (Kaart A7001/1968), Gedeelte 15
(Kaart A7002/1968), Gedeelte 16 (Kaart A7003/1968)
en Gedeelte 17 (Kaart A7004/1968), die volgende
gedeeltes van die genoemde plaas Tweefontein 541 JR:
Restant van Gedeelte 12 (Kaart A7729/1945), groot
295,1537 hektaar, Gedeelte 15 (Kaart AB054/1 949) en
Gedeelte 5 (Kaart A762/1908), Gedeelte 4 (Kaart
A4195/1959) van die plaas Mullershoop 544 JR,
Gedeelte 24 (Kaart A3600/1941) vandieplaas Rooipoort
555 JR, Genoemde Gedeelte 4 van die plaas Mul-
lershoop 544 JR en Gedeelte 23 (Kaart A3599/1941)
van die genoemde plaas Rooipoort 555 JR, tot by die
suidoostelike baken van laasgenoemde eiendom; daar-
vandaan algemeen weswaarts en noordwaarts met die
grense vandie volgende eiendomme langs sodathullein
hierdie gebied ingesluit word: Genoemde Gedeelte 23
(Kaart A3599/1941) van die plaas Rooipoort 555 JR,
genoemde Gedeelte 4 (Kaart A4195/1959) en die Res-
tant van die plaas Mullershoop 544 JR, Groot 866,9987
hektaar, (Kaart A2189/1959), die plaas Oudou Boerdery
626 JR en die genoemde Restant van Gedeelte 3 van
die plaas Oude Zwaans Kraal 542 JR, tot by die baken
geletter A op Kaart A1390/1909 van die laasgenoemde
eiendom, die beginpunt.

G. M. VAN GINKEL,
Sekretaris; Afbakeningsraad.
(Verwysing: 12/2/9/4/13)

Description of the proposed portions of land
intended to be incorporated into the area of juris-
diction of the City Council of Bronkhorstspruit.

Beginning at beacon lettered A on Diagram
A1390/1909 of the Remainder of Protion 3, in extent
386,8490 hectares, of the farm Oude Zwaans Kraal
542 JR; thence generally eastwards and generally
southwards along the boundaries of the following pro-
perties so as to include them in this area: The said
Remainder of Portion 3 (Diagram A1390/1908) of the
farm Qude Zwaans Kraal 542 JR, Portion 32 (Diagram
A11372/ 1984) and Portion 31 (Diagram A7806/1984)
both of the farm Tweefontein 541 JR, the Town Bronk-
horstbaai Township (General Plan A2953/1971), Re-
mainder of Portion 19 (Diagram A1173/1966), in extent
179,7392 hectares, of the said farm Tweefontein 541
JR, the following portions of the farm Groenfontein 526
JR: Portion 5 (Diagram A2543/1950), Portion 61
(Diagram  A601/1988), Portion 60 (Diagram
A600/1988), Portion 12 (Diagram A6999/ 1968), Por-
tion 13 (Diagram A7000/1968), Portion 14 (Diagram
A7001/1968), Portion 15 (Diagram A7002/ 1968), Por-
tion 16 (Diagram A7003/1968) and Portion 17 (Di-
agram A7004/1968), the following portions of the said
farm Tweefontein 541 JR: Remainder of Portion 12
(Diagram A7729/1945), in extent 295,1537 hectares,
Portion 15 (Diagram A8054/ 1949) and Portion 5 (Di-
agram A762/1908), Portion 4 (Diagram A4195/1959) of
the farm Mullershoop 544 JR, Portion 24 (Diagram

- A3600/1941) of the farm Rooipoort 555 JR, the said

Portion 4 of the farm Mullershoop 544 JR and Portion
23 (Diagram A3599/1941) of the said farm Rooipoort
555 JR, to the south-eastem beacon of the last-men-
tioned property; thence generally westwards and
northwards along the boundaries of the following pro-
perties so as to include them in this area: The said
Portion 23 (Diagram A3599/1941) of the farm Rooi-
poort 555 JR, the said Portion 4 (Diagram A4195/1959)
and the Remainder of the farm Mullershoop 544 JR, in
extent 866,9987 hectares, (Diagram A2189/1959), the
farm Oudou Boerdery 626 JR and the said Remainder
of Portion 3 of the farm OQude Zwaans Kraal 542 JR, to
the beacon lettered A on the Diagram A1390/1909 of
the last-mentioned property, the point of beginning.

G. M. VAN GINKEL,
Secretary: Demarcation Board.
(Reference: 12/2/9/4/13)

DEPARTEMENT VAN STAATS-
BESTEDING
No. 753 13 Maart 1992

Staat van Inkomste ingevorder gedurende die tyd-
perk 1 April 1991 tot 31 Januarie 1992,

Tesourie, Pretoria.

DEPARTMENT OF STATE

EXP URE
No. 753 3% 13 March 1992

Statement of Revenue collected during the period 1
April 1991 to 31 January 1992.

Treasury, Pretoria. -

Begroting Maand Januarie Totaal 1 Apriltot 31 Januarie
Inkarmstehoot Head of Revenue Estimate Month of January Total t Aprilto31 January
1991-92 1992 1991 1992 1991
R R R R R
Staatsinkomsterekening State Revenue Account
Binneiandse Inkomste: Inland Revenue:
Belasting opi - [44817200000 | 4201099731 | 4027271718 | 35 167 524 631 | 30954 851 718
Leni ing, 1989~94. Loan Levy, 1983-94 .... - - 2158135 2032358 2422935
Sales tax 19 444 000 000 48846000 | 2178679099 | 10552912482 | 15183 310013
Belasting op toegevoegde waarde ............. Value addedax.... - 1983964 793 - 5167848 128 -
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Maand Januarie Totaal 1 April tot 31 Januarie
\nkomstehoof Head of Revenue Bogroung Month of January Total 1 Aprito31 January
1991-92 1892 1991 1992 1991
R R R R R
Ander helasﬁngs: Other taxes:
Nor i 36285369 33347933 205338225 375776635
Renmbelastmg op buitelanders .... Non-residents’ tax on inferest..... - - {1096857) 37828 714239
winste ! H - M 1594802 365617 2252115 *
6000 000 979101 721421 4764872 5566790
y 75 000 000 7800718 5542838 69857 426 73303077
t Trade securitles....... 175 000 000 10633521 12457 400 169 474 083 203304 880
St 1 855 000 000 51 068452 §T324777 697 485722 536484 151
Transfer duties.... 675 000 000 82 960 958 58651007 749 588 827 831552191
d hij 320 000 000 {3928 655) 20239 219209634 283655243
R idendt interest 55 000 000 2819884 337 141 53 236 897 52959420
Heffings. Lavies 9000 000 786415 708861 13751791 13175615
Terugvordenngs van lenings en voorskotte Recoveries of loans and adVancos ... 56 000 000 1878527 1955528 . 31671448 63349183
ywig| D iviti 994 000 000 198 908 922 54679832 986224 920 | 1033303339
R B7711200000 | 8728192235 |64362387874 154071 322885 149 415961 544
Min: Betalings aan selfregerende nasio- Less: Paymenis to seif-gaveming
nale state. 1075 200 000 148 436 917 76308257 | 1068494917 757 404 257
Totaal: Binnelandse inkomst Total: . A B8 6577755318 6362078617 |53 002827 968 {48 658 567 287
Doeane- en aksynsregte: Customs and excise duties:
Customs duty 2635 000 000 191174760 184218361 | 2311368812 | 2099 553500
Aksy Excise duty 3555 000 000 233475885 334542135 | 2621238995 | 2517409 353
Surch: 1409 000 000 101813710 146271441 | 1216401388 | 1752286 885
Diverse. 233 000 000 161623018 26825170 500 184731 174730 658
Brandstof hetiing 4620 000 000 480 600 994 309460560 | 4254 896498 | 3290792577
Gewona heffing. 111 000 000 5056878 22647539 50956 923 96919 145
. R [12463000000 | 1173545443 1003065206 |10955047 347 | 9931 692098
Min: Less: o
Bedrag tot krediet van Sentrale Amount to the credit of Central
Inkomstefonds. Revenue Fund - - - - 223 500 000
Betalings ingevolge Dosane-unie- Payments in terms of
ooreenkomste..... Unlon Agresments...... 4233000000 | 873728750 | 764967062 | 4499022000 | 2051791812
Totaaf: D Total: Customs duti A | 8230000000 209816633 238993 144 | 6456025347 | 6756400286
R [74888000000 |B877572011 |6601 076761 |59458853315 (55414 957573
Suid-Afril Or South African Davelopment Trust Fund. $0000 000 15023 182 198268 57 495 883 57317668
Fonds v Sorghumbiemavorsingstond: Sorghum Beer Research Fund, 1200 000 - - - -
Toewysings uit brandstofheffing: Altocations from fuel levy:
Oli ! il Pollution Fund, 6000 000 - - - -
Suidwes-Afrk 10000 000 - - ~ -
TBVC-ande 140 000 000 _ - - -
R 207 200000 15023 182 198268 57 495 883 57 317 666
A [75073200000 | 6892595193 |6601275029 {59 516 340 198 {55 472275239
Inkomsterekening: Volksraad Revenue Account: House of Assembly
Komste - 1634819 348247 154 200 180 145 196 904
Inkomsterekening: Raad van Verteen-
Revenue Account: House of Represen-
tatives
inkemste. - 1798845 1859228 27 401995 28933 585
Inkomsterekening: Raad van Afgevaar- Revenue Account; House of Dolegates ’
digdes
komst - 62 494056 8206725 5381963
R - 3433528 2701531 187 808 900 179512452
R - 6895028719 16603976560 [59704 158 098 55651787 691
met opgaal by with statement published by
Goewermentskennisgewing 490 in Government Notice 480 in Govem-
Staatskoerantvan 14 Februarie 1992: ment Gazelte of 14 February 1992;
In Transito, 31 Maart 1991.... In Transit, 31 March 1991 .. - - - 198 934 099 -
in Transito/Te veel oorgadra, 31 Desember In Transit/Overremitted, 31 December
L) PR 1991, - (407 309 863) - - -
hierbo Collactions as above. - 6896 028 719 - 59704 158 098 -
R - 6488718 856 - 59 903 092 197 -
In Transito/Te veel corgedra, 31 Januarie In Transi’Overremitted, 31 January 1982 - 452904 435 —- 452 904 435 -
1902....
In Tmn5|(0 Inkomsterekening Adm‘n( In Transit Revenue Account: Adntinistra-
i . - {6073 231) - (184 375 374) -
L v Receivad into Exchequer Account.. - 6935 550 080 - 60 171 621 258 -
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No. 754 13 Maart 1992

STREEKTENDERRAAD

Die Minister van Staatsbesteding het kragtens artikel
3 van die Wet op die Staatstenderraad, 1968 (Wet 86
van 1968), mnr. H. J. Carstensen met ingang van 1
Maart 1992 as lid van die Streektenderraad: Kaapstad
aangestel om die Provinsiale Administrasie van die
Kaap die Goeie Hoop te verteenwoordig.

No.755 N

STREEKTENDERRAAD

Die Minister van Staatsbesteding het kragtens artikel
3 van die Wet op die Staatstenderraad, 1968 (Wet 86
van 1968), mnr. W. E. J. Burgess met ingang van 1
Februarie 1992 as lid van die Streektenderraad:
Kaapstad aangestel om die Administrasie: Volksraad
te verteenwoordig.

13 Maart 1992

No. 816 13 Maart 1992

Staat van Ontvangste in en Oordragte uit die
Skatkisrekening vir die tydperk 1 April 1991 tot 29
Februarie 1992.

Tesourie, Pretoria.

13 March 1992

REGIONAL TENDER BOARD

In terms of section 3 of the State Tender Board Act,
1968 (Act 86 of 1968), the Minister of State Expendi-
ture has appointed Mr H. J. Carstensen as member of
the Regional Tender Board: Cape Town with effect
from 1 March 1992 to represent the Provincial Adminis-
tration of the Cape of Good Hope.

No. 754

13 March 1992

REGIONAL TENDER BOARD

In terms of section 3 of the State Tender Board Act,
1968 (Act 86 of 1968), the Minister of State Expendi-
ture has appointed Mr W. E. J. Burgess as member of
the Regional Tender Board: Cape Town with effect
from 1 February 1992 to represent the Administration:
House of Assembly.

No. 755

No.816 ~ 13 March 1992

Statement of Receipts into and Transfers from the
Exchequer Account for the period 1 April 1991 to 29
February 1992, 220 Z

Treasury, Pretoria.

ONTVANGSTE—RECEIPTS

Maand Februarie Totaal 1 April tot 29 Februarie
Inkomstehoof Head of Revenue Manth of February Total 1 Aprilto 29 February
1892 1991 1992 1991
R R R R
31Maart 1891 Balance, 31 March 1991............ - - 2707 707 237 -
28 Februarie 1992 28 February 1982 ....... 9230 927 037 - - -
Staatsinkomsterekening State Revenue Account
i Inkomste. Intand 3989 333 066 3762068 710 57 280 697 176 52589 172869
Doeane en Aksyns Customs and Excise. 1191 206 950 991 369 520 7601953 437 7 829 005 240
R 5180540 016 4773438 230 64 882 650 613 60418178 109
Suid South African Dy Trust Fund....... 15023 182 198 269 62501 485 72572183
R 15023 182 198269 62501 485 72572183
R §195 563 198 4773636499 64 945 152 098 60490 750 292
Ander Ontvangste Other Receipts
Treasury Bil 9889084 219 - 68 545 554 169 -
Leni 1989-94. Loanlevy 1988-94 ... rsnnesrvinnens - - 2032358 -
Obligasies: Bonds:
O Te Skatkis-obli Indefinit Bonds......... 82000 - 1031100
Onbepaalde Termyn Nasionals Verdedi- Indefinite  Period National Defence
gingobligasies Bonds. 1224 500 - 4449 400 -
Binnelandse Geregistreerde Effekte: Internat Registered Stock:
12%, 2004/5/6 12%, 2004/5/6. {16000 000) - 4267 277 004 -
- - {1 344 356 000) -
12,5%, 1995/96 12,5%, 1995/96. 16 000 000 - 4705984 142 -
i - (495 531 000) -
LECECR-I1 T T 17) § DOy 13%, 200810/ T rmscsssessirssnarenne - - 5517 500 000 -
_ - (1 104 249 000) -
6,5%, 1992 6,5%, 1992. - - 360 000 000 -
— - (39 872 000) -
10%, 1991 10%, 1991, - - 66 200 000 -
(2226 000)
11,5%, 1989/2000 11,5%, 1998/2000. - - 1399 000 000 -
- - (282 463 000) -
14,5%, 1993 14,5%, 1993, 500 000 000 - 675802942 -
{11 855 000) - (14 552 000) -
12%, 1994 ....coomumusimmsmssssssisissssrsasassssssanes 12%, 1998 cceccresesrsrsnesssimsessseniss 510 000 000 - 2928 000 000 -
(39 053 000) - {262 142 000) -
13,5%, 2015 13,5%, 2015, 750 000 000 - 2796 570 000 -
(150 040 000) - (583 869 000) -
10,5%1 1892 ...covvemvermrmsumassmssississssssasaces 10,5%, 1992.conciemrrrvrnsisssnsrisssiinien - - 000 -
- — {21 104 000) -
14%, 1994 cooovoveotrmeresiamssssssssssss s 14%, 1984 sctrte s - - 000 et
- - {21 104 000) -
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. Maand Februarie Totaal 1 April tot 29 Februarie
Inkomstehoof Head of Revenue Month of February Total 1 Aprilto 29 February
1992 1931 1992 1991
R R R R
14%, 1985 14%, 1995. - - 300 000 000 -
- - {18 539 000} -
14%, 1987 14%, 1997.... 500 000 000 - 800 000 000 -
(47 273 000) - (74 771 000) -
13%, 1996 13%, 1996. 260 000 000 - 260 000 000 -
{26 527 000) - (26 527 000) -
Bultelandse Lenings en Kreditte: Foreign Loans and Credi
1991-1994.... 1991~1994.,. - - 139 250 000 -
1991-1996. 19911996, - - 682528 223
1997. 1997. 896 300 000 - 8968 300 000 -
Vasgestelde Statutére Toewysings, 1990-91 | Fixed Statutory Aflocations, 1990-91. - - 18373779 -
ings, 1985-86 1985-86 - - 28049 -
1989-1950 1985-1990 - - 155527 -
1990-1991 1990-1991 - - 785 080 627 -
R 13308690719 - 96 152097 320 -
“Min Diskonto R.S.A. Effekte.... *Lass Discount R.S.A. Stocks..... . 274 748 000 - 4291 305 000 -
R 13031942719 - 91860792 320 -
R 18227505917 - 156 805944 418 -
Inkomsterekning: Volksraad Revenue Account: House of Assembly
i 1634 620 348 247 154 200 180 145196 904
O ing vanaf i Transfer State Revenus Account......... 772678 600 569383 000 8733 538 400 7388 237 000
983-90 198990, - - 209 528 809 -
R 774313220 669731247 9097 327 389 7533433904
Inkomsterekening: Raad van Revenue Account: House of
Verteenwoordigers Representatives
ink 1798 845 1859228 27 401 995 28933 585
O ing vanat Transfer from State Revenus Account. 430 000 000 231000 000 3832 000 000 3082 694 000
ings, 1986-87 1986-87. - - 9132250 -
1989/90. 1989/90. - - 24013 392859
R 431788845 232859228 3668 558 258 3112020444
Inkomsterekening: Raad van Revenue Account: House of
Afgevaardigdes Delegates
ink 62 494 056 8206 725 5381963
O vanaf Transferfrom State Revenue Account.. 105 258 000 40000 000 1435 258 000 1161000 000
1989~90. 1989-90. - - B 474981 3200612
1988-89. 1988-89. - - - 7738386
R 105 258 0682 40494058 1448939 706 1177 320 962
Rekening vir Provinsiale Dienste: Kaap Account for Provinclal Services: Cape
Provinsiale inkomste. Provi - 31234423 347 940996 282 427 533
e ing vanat Transfer from State Revenue Account. 191 183 000 107 231 000 3105 183 000 2749231714
889-90 1989-90. - - 36062591 -
R 191 183 000 138485423 3489 186 587 3031653247
Rekening vir Provinsiale Dienste: Natal Account for Provinclal Services: Natal
Provinsiale inkomste. Provincial revenue. - 72788 560 229975 595 259 025 887
O ing vanaf Teansfer from State Revenue ACCOUNt......... 140 431 000 150784 000 1484 819 000 1370784 000
R 140 431 000 223 572 560 1714794 695 1629 809 887
Rekening vir Dienste: Account for Provincial Services:
Oranje-Vrystaat Orange Free State »
ink( Provincial revenue. - 8041850 63398 278 53 266 120
O vanaf Transter from State Revenue Account......... 122249 000 80000 000 1125 594 000 935 000 000
i 1990-91 1990-91 - - 39925270 -
R 122 249 000 88041850 1228917 548 988 266 120
Rekening vir Provinsiate Dienste: Account for Provincial Services:
Transvaal Transvaal
Provinsiae inkomste Pravincial revenue. - 93229044 428 044 534 512716769
Oorplasing vanaf Staatsinkomsterekening...... Transter from State Revenue Account... 373 412000 266 058 000 3976 711 000 3283 866 000
i 1989-80. , 1989-90. - 138738 209 188003 144808 710
1990-91 1990-91 - - 1948725 -
R 373 412000 496 025 343 4406 892 262 3941392479
R 20368 151 044 - 181 861 560 763 -
Totaal (insluitende Aanvangsaldo).... Total (including Opening Batanca). 29597 078 031 - 184 569 268 000 -

176 —~B
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UITBETAUNGS—ISSUES
Bogroting Maand Februario Totaal 1 Apriltot 29 Februarie
Dienste Sarvices Estimates Month of February Total 1 April to 29 February
tegt-92 1082 1691 1982 1891
R R R
Staatsinkomsterekening State Revenue Account
Begrotingsposte Votes
1. p State President. 17 419 000 1750 000 1325 00C 000 14750 000
Statutare Bed Statutory Amount. 205000 17 000 17 00C 000 187 000
2. Parlement i 45 048 000 448 000 3255 00C 45 046 000 643 000
B Statutory Amount... 26 200 000 2440000 2188 25812000 24095000
3. Buro vir Inti ureau for 41 595 000 4 500 000 3500 0 40 194 000 35000000
4. Bubtelandse Sake.. 5023 131 000 260 000 000 307 000 0C 4708000000 | 3593674800
Statutére Bed: 2572 000 215000 1 2355 000 1826 000
6. Staatkundige 14 257 000 1513693 112 21 573 107 12338 334
6. Weermag Detence. 9 187 096 000 950 000 000 9500000 8108000000 | 7713 000 000
7. Mi D Mineral Affairs 896 032 000 20 100 000 41239640 874719000 | 1012041000
8. Kantoor virF Offica for F i 4064 000 599000 500 000 4 067 000 4 00
9. Justisle. Justice. 527 108 000 50 108 000 24373000 527 108 000 430 873 000
Satutére Bed: Statutory Amount. 37 500 000 3100000 2000000 37 500 000 38 00
10. Dienste. & 1275032 000 116 000 000 - 1219 500 000 878 166 000
11. Administrasie: Volksraad.... Admintstration: House of Assembly. 8430 906 000 337 878 600 £69383 000 | 8298 709400 | 7388237 000
12. Finansie: inance 1637 164 000 250 060 000 132735268 | 1455689000 | 1180973268
Statutory Amount. 15 846 538 000 | 4038 026 447 } 2 958 308 972 17 709 627 299 |14 116812623
N (2741000 000) | (274748000) | (117551 000) | {4 291 305 000) | (2 867 250 000)
13, Qudit Audit 500 000 - = 425 000 it
1. Regional L 986055000 | 120000000 - 631830 000 —
18 s 300 543 000 7300000 20000000 | 285598000 | 269000000
186. Raad van I House of Represen-
digers tatives 3750 788 000 43 231000000 | 3832000000 | 3082634000
12. Raad van Afg House of Delegates .. 1378 957 000 D00 000 40000000 | 1360000000 | 1161000000
18. Polisie. Palice 4631833000 330000 0OC - 4594000000 | 3022620000
19. Waterwese en Bosbou. Water, A"alrs and Forestry, 374 874 000 27 000 O 33 000 000 334 000 000 315 000 000
20. Handalanywenmd Trade and 1914883000 | 212000 0¢ 1682000000 | 1797 000 000
21. Ond: Oplei DCH'ﬂDﬂWT”“““" 3205 681 000 300 000 000 3159000000 | 2536023000
2 Sak [ 251 435 000 44 000 00 279000000 | 188000000
23. Vervoer Transpont. 1496 275 000 90 121 000 000 412000000 | 1353 000 000
24, OpenbarBWerkeenGmmsake Publk:WarlcsandLaMAﬂalrs 1842 061 000 132 152000000 | 1763000000 | 1800000000
25. Nasionalo Gesondheid and Populaion Dever
"" 632713 000 75 000 000 55 000 000 627 057 000 531 000 000
Statutére Bedrag, Statutory Amount... - - - - 225000
26. Beplannlnq. Provi Planning, Provincial Affatrs and National
nale ﬂﬂk"mlm In% 746 205 000 1 000 32623 0C 539 000 000 392791 000
Statutory Amount. 9612161 000 474 289 000 407 029 9221307000 | 8084127000
27. Landbou. gri 770 000 18000 1 259 000 000 284 014 000
28, Ontwil Ad 6335 366 000 147 839 000 443884000 | 6335366000 | 4791992000
St Bed: 5|atumryﬁnwm' 655 534 000 54 628 000 50 152 00C 600 908 000 551 672 000
29, i i 160 578 000 32724000 159 378 000 240 000
30. var rd iti f Sarvice.. 2875 134 000 585404 000 | 1069405 982612000 | 1358 198076
Statutére Bedr Stalmotéﬂmﬂ"m 484 898 000 352 986 000 197 044 000 451 612000 197 044 000
31. Sentrala Ekonomiese Adviesdiens C e Advisory Council.. 4 640 000 200000 = =
32, Naslnna]e QOpvoeding ... N atk 209 601 000 17 000 000 17 000 000 43 372 000 199 500 000
33. O Affalrs. 168 505 000 14731 750 14000000 | 154475260 | 158310000
R [es254915000 | 9474656690 | 6175228913 |81816 144056 [68 954 825 101
“Min Diskonto RSA Effekis. *Less Di Stocks. 2741000 000 274748 000 117551000 | 4291 305000 | 2867 250 000
R 62613915000 | 9199908690 {8057 677913 77 524 839 056 |66 087 575 101
Staande Toowyslnga Standing Appropriations
Suid South African Trust Fund. 50 000 000 15023 182 190 268 57 495 884 72572183
Uitbetahngs. SA Ontw. Trust 1990-91 issues, SA Developm. Trust 1990-91 - - - 5005 601 -
Fonds vir Sorghumbiemavorsing ..... Sorghum Beer Research Fund... 1200 000 - - - -
R 51200 000 15023 182 198268 62 501 485 72572183
R {82665115000 | 9214831872 | 8057876181 77 587 340 541 |66 160 147 284
Maand Februarie Totaal 1 April tot 23 Februarie
Inkomstehoot Head of Revenuo Month of February Tota!  Aprilto 29 February
1992 1991 1892 1991
R A R R
Ander Uitbetalings Other issues
il Treasury 7 251 217 000 - 64 196 452 150 -
Skatkisbiljette- L.aat Aanvraag.... Treasury Biils- Late Issue ... - - 579 290 000 -
L Loan Levy. 3408 - 262962 -
Betaling ingevalge artikel 10 (1) (e) van Skat- Payments in terms of section 10 (1) {e) of
ki Wet, Act - - 263 488 -
Byd IDA cullu"\q LD.A. - - 4840754 -
Bydrae, LB.R. un 1B.RD. - - 10137 532 -
Belnnng ingevolge artiket 10 (|) D Wet66van Paymems in terms of section 10 (1) D of
Act68 011975, 8185839 - 56676016 -
1 M F Valuba Aanpassing .. 1, M.F.: Valuation Adjustment - - 810 -
igwet 120 van 1991 Finance Act, 120 of 1891... - - 1800 000 000 -
Oordrag vanaf Skatkisrekening na Stabilisa- Transfer from Exchequer Account to the
I Account 58 296 595 - 68 296 595 -
i i T ion Cortficates..... - - 4 -
Belegging artikel 10 (1) (a) Wet 66 van 1975... Investment section 10 (1) (a) of Act €6 of
1975.... 879 103 588 - 879 103588 -
Obligasies- Bonds:
Skatkis-obligas Indefinite Period Exchequer Bonds.......... 3352300 - 36 598 700 -
Onbepaalda Termyn Nasionale Verdedi- Indefinite Period National Defence
ging: Bonds. 1024 350 - 11583 350 -
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N
Maand Februarie To(aal 1 April tot 29 Februarie
Inkomstehoot Head of Revenue Month of February ‘otal 1 April to 28 February
1992 1991 1992 1991
R R R R
Onbepaalde Termyn Senior Burger Spaar- Indefinite Period Senior Ctizens Savings
obligasies. Bonds. 2056 500 - 31356 000 -
Binnelandse Geregistreerds Effekte: Internal Reglstered Stock:
Aflossing, Mel 1991: Redemption, May 1991: - - 66 442 632 -
RO38, R040, R043, R044, RD45, R047, R038, R040, R043, R044, R4S,
ROS5, R059, R064, R066, RO70, R0B3, RO8S, | RD47, RO55, RD59, A0B4, ROE6, RO70,
089, ROS3, 097, R100, R101, R103, R104, | R083, RO85, RO8S, R093, R097, R100,
R106, R111, R113, R119, A124,R126, R133, | R101, R103, A104, R106, R111, R143,
Rt41 R119,R124, R126, A133, R141
Aflossing, Junie 1991: Redemption, Juns 199%:
R104,R142... R104,R142...., - - 75 682 600 -
Aflossing, Julie 1991; Redemption, July 1991:
R147. A147 - - 113020 -
Aflossing, Augustus 1991: Redemption, August 1991;
R100, R138, R100, R138. - - 2000 028 500 -
Aflossing, Oktober 1991: Redsmption, October 1891;
R101, R028, R059 R101, R028, R059.... - - 830881 -
Afiossing, November 199 Redemption, November 1991: - - 1817284648 -
ROB1, RO41, R119, R0B4, 066, RO4S, RO61. R041, R119, R0&4,
R044, R070, R083, ROSS, R101, R103, R104, | RO45, F044, RO70, R083, RO55, Rwl
R100, R111, R106, R093, R097, 124, RO43, | R103, R104, R100, R111, R106, ROY3,
R141, R038, R126, R133, R142, R147, R138, | Ro97, R124, RO43, A141, RO38, R126,
R028, R0S9.. R133, R142, R147, A138, R028, ROSO........ - - - -
Afiossing, Januarie 1992: Redempion, January 1992;
R150. R150 - - 143 522 004
Aflossing, Februarie 1992: Redemption, February 1992:
R150, R120. R150, R120. 3244806 538 - 3244 806 538 -
Buitelandse Lenings en Kreditte: Forelgn Loans and Credits:
1985-91 1985-91 - - 148 341 463 -
1988-91 1988-91 - - 4492219 -
198992 1989-92, - - 12213308 -
1007 578 - 2046319 -
797 249 - 1619 155 -
- - 22818 967 -
55430 - 1125826 -
1729099 - 2272919 -
966 368 - 6877 704 -
- - 88339 223 -
Uitbetalings, Statuter 1990-91..... - - 12215514 -
L i 1985-88 - - 6966 -
Ui 1986-87 - - 2370 -
Uil I 1987-88 - - 1071 428 -
Uit 1980-91 - - 204 408 428 -
R 11 453 100 751 - 75518424 582 -
Totaal Total State R 20668032623 - 153 106 765 123 -
772678 600 569 383 000 8733598 400 7388 237 000
Inkomsterekening: Raad van Verteen- | Revenue Account: House of Repre-
R 430 000 000 231 000 000 3632 000 000 3082 634 000
42van 1931 Finance Act420f 1991 - - 59843 102 -
inkomsterekening: Rsad van Afgevaar- | Revenue Account: House of Dele-
digdes. gates.. R 105.258 000 40000 000 1435 258 000 1161 000 000
Rekening vir Provinsiale Dienste: Kaap. Account for Provincial  Services:
Cape.. R 191 183 000 138465423 3453123996 3031850 247
F i 120van 1991 Financa Act 120 of 1991 ... - - 37 151 538 -
Rekening vir Provinsiale Dienste: Natal. Account for Provincial Services: Natal. R 140 431 000 223572560 1714 794 595 1629 809 887
Rekening vir Provinsiale Dienste: Oranje- | Account for Provlnclal Services. Omnge
Viystaat. Frea Stal 122 249 000 88041 849 1188992278 988 266 119
120van 1991 FmaneeActlZOthSI - - 8938034 -
Rekening vir  Provinsiale  Dienste: | Account for Provinclal Services: Trans-
Transvaal " vaal.... R 373 412000 359 287 045 4404 755 534 3796582769
Fi i Financa Act 120 of 1991 - - 213542 -
R 2135211 600 16849749877 24 668669 019 21078249 022
Totale 22803 244 223 - 177775 434 142 -
Februarie 1992, Exchequer Balance, 20 February 1982 ... R 6793833 858 - 6733833858 -
Totale Totals.. 29597 078 081 - 184 569 268 000 -
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D tion of equity in a reduce income tax R300000 to buy a holiday &
building without dispos- ¢ e e home.
ﬂ ing of it. was prepared by Prior to the introduc- | &
1 Up until now, this ERNESTJ . tion of VAT such a sale | §
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building is meant turning Feinstein — in this example

.gome of the capital

growth into cash for
other use without selling
the building itself.

The general rule is that
interest paid may only be
claimed as a deduction
for tax purposes if the
related loan is used to ac-
quire an asset which pro-
duces taxable income or
is otherwise used in a
business context.

Thus, for example, if 2
particular person OWwns,
say, a building compris-
ing offices and/or shops
and takes out a bond on
the property in order to
finance the purchase of
another rent-producing
property, the interest will
be allowed to be deduct-

e ——————————————

rent-producing building
to a new company or
close corporation, of
which he was the sole
owner, and the sale were
to be at market value, he
could arrange for the
mortgage bond to be

taken out by the new

company or close cor-
poration.

Thus, for example, as-
sume he sold the building
to his cofnpany or close
corporation for R1mil-
lion and caused the com-
pany to take out a bond
for, say, R300 000.

The net effect of this is
that he himself would re-
ceive R300000 in cash

_ Rs0000.

However, provided
both the seiler (that is the
individual), and the pur-
chaser (that is his com-
pany or close corpora-
tion), are registered for
VAT purposes, the sale of
a commercial building is
treated as the sale of a
business as a going con-

ern.

This means that it is
zero-rated for VAT pur-

5es. .

Thus the only real costs
of entering into these ar-
rangements are the rela-
tively minor costs of
forming a company or
close corporation and pay-
ing the conveyancing

costs. o
These costs are minl-

ed for tax purposes. A
But if the particular in- and his company Or close mal when compared to
dividual wishes to buy, corperation would OWe the tax saving which is 3
say, a holiday home then him the balance of pow achievable by reason | _J i
tho interest on that bond  F700 000. of the fact that in sub- | ¥
will not be tax deductible  As far as the company stance the individual is | 1758
becuase the loan is being or close corporation is mdnging to obtain a tax a“i"
used to finance a dom- concerned, the loan has write-off in respect of in- | P2 I
estic asset. been incurred in order to terest on a bond effec- savd
The same, obviously, finance the purchase of a tively financing the pur- as i
applies if the bond is rent-producing asset and chase of his holiday oflf
taken out on the holiday therefore the interest will home, even though legal- riff «
home. be allowed as a deduction 1y and for tax purposes to
1f, however, the indi- to the company OT close this is not what has hap- alst
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REPARE for the
Budget Blues
when the Budget
is delivered on
~Wednesday. Especially if
‘you happen to smoke,
drink and drive a‘car.

Already President de
Klerk has warned that it
is bound to be an austere

| taken seriously.

1" Marginal rate

s

Although there is still a
slim chance that the top
marginal rate of 43per-

.could be reduced to
‘42 percent, such a move
will have to be accom-
panied by tax increases
elsewhere.

Three years ago, Min-

ister of Finance Barend

_cent for individual tax-

du Plessis pledged a re:
duction in the top mar-
ginal tax rate from
45 percent to 40 percent
over a five-year period.
So far he has kept his
promise.

But the tight econornic
conditions under which
the country is labouring
makes it very difficult to
reduce income tax even
further.

Like President Bush of
the United States, he
might bé forced to renege
on this promise — or at
best, postpone it for-a
year or two.

The length and depth
of the current recession
is seriously effecting
Government revenue

_from most of its tradi-

tional sources. -
Company taxes have
been badly hit by the

Judget Blues ?qm __ ,,c_mmnw drin

business slowdown while
revenue from private in-

_ dividuals is bound to be

seriously affected by
widespread retrench-
ments, unemployment
and lagging salary in-
creases.

The depressed state of
the gold mining industry,
which up to about 10

years ago was 2 major
source of revenue, does
pot hold out any hope
either.

Two choices

e

The Government basi-
cally has two choices. |

1t can cut back sharply '

‘ tion, the

on expenditure (which it
has been unable to do for
10 years running) or it
can increase revenue by
increasing taxes (which it
has done for 10 straight
years running).

The effect of fiseal
drag, together with the
jncrease in fringe benefit
taxation, has had a se-
vere impact on the
middle to upper income
earners.

For example, in 1986 a
married taxpayer earn-
ing a salary of R60000
paid over about 19 per-
cent of this salary to the
Receiver. ’

By the end of 1991, as-
suming the salary had in-
creased in line with infla-
tax burden

would have risen to just

—w..@,-._ ‘ ’

under 30 percent.

No wonder o many
people are landing up in
the debtors’ courts.

Without raising the tax
prackets, fiscal drag will
again push more taxpay-
ers into higher tax
brackets.

.Under normal political
conditions the obvious
source would have been
an increase in the rate of
Value Added Tax (VAT).

But, considering the
political opposition to
such a move, this is likely
to be avoided by the Gov-
ernment for the time
being. .

That leaves very little
choicé but to increase
taxes on petrol, liquor
and cigarettes.

" Expect a hue and cry

from these industries
when the announcement
is made, but there is no
altérnative.” (

Fuel levy

= -z

Petrol has. become
Barend's du Plessis's. fa-
vourite source of income
tax, very much in line
with world trends.
. Despite the recent in-
éreases in the fuel levy,
the tax paid on SA’S pet-
rol is still relatively low
by world standards.

1t is also an almost in-
visible tax.

Other sources of reve-
nue could include 2 capi-
tal gains tax on-property
and share dealing trans-
actions, a loan-levy on
«wealthy” taxpayers, af
well as a minimum tas
on companies.
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Staff Reporter

A CAMPAIGN o urge the
government not to impose
VAT on staple foodstuffs for
the very poor was launched
by Western Cape church
leaders at St George’s Cathe-
dral yesterday. .

Milk, beans, lentils, canned pil-

chards, mielies and samp are-

zero-rated for VAT at present but
the government has said it in-
tends imposing the tax on all
foodstuffs except maize meal and
brown bread from April 1,

Tax on basic foods and health
care “would be fatal” for many of
the poor, said the Right Reverend
Martin Lund, moderator of the
Presbyterian Church.

Mr Lund read a statement by

the Churches’ Committee, . which
includes leaders from the Roman
Catholic, Anglican, Methodist,
Lutheran, Presbyterian, Congre-
gational, Moravian and Dutch Re-
formed Mission Churches.

“We do not dispute the fact that
in general VAT may be a better
system of taxation than GST,” Mr
Lund said. “Our concern, how-

B cnﬂz[qi

~The ANC in the Western Cape
welcomed the initiative of the
Churches’ Committee on VAT and
joined in their demands that zero-
ratings on food be extended and
that health care for the poor
should be tax exempt, +
5
“VAT was introduced without
proper consultation or megotia-
tion and imposed on an economic
system badly in need of restrue-
turing and regeneration,” ANC
Western Cape chairman, Dr Allan
Boesak, said in a statemept.

“VA'i‘, indeed, is further proof.
that this government is unfit and

incompetent to rule South
Africa.” v v 0 o :
He said the government had im- |
posed the burden of administer-
ing VAT on the small business
sector “which has played an ex-
tremely important role in the re-
generation of economic activity
and the provision of employment
all over the world”.
. What was needed in South
Africa was a transition to a society
based on democratic process.
. “Only in this way can we begin
seriously to meet the need for
participative economic restruc-
turing,” Dr Boesak said. — Sapa

ever, is that VAT as applied in
South Africa adds to the already
heavy economic burden on the
poor.

“Instead of being graded to
make the poor pay less and the
rich more, it shifts part of the
burden of taxation away from the
bosses onto the shoulders of the
working class.”

ANC president Mr Nelson Man-

dela has accepted the Churches’
Committee’s invitation to speak
at a lunchtime inter-faith service
in the Metropolitan Methodist
Church on Friday.

The church leaders called on
the state to “tax the poor fairly”
instead of increasing their de-
pendency on charity and “there-
bly maintaining a sub-economic
class”. .

—_—




. that ought-to have ‘been

office'in'Cape Townlast
year, Recetver of ‘Rev-
enué Mr Ernst Conra

gation'incovered itregu-.
larities “in‘the payment
of GST on pfivate
vehicle sales. |

According to_papers
before’ the "Magistrate’s
Court yesterday, the dif:
ference between the
GST paid:.and money

paid was:R100 857.91.
“"Mr- Conradie” said
members of ‘the public
affected.:had. repaid
about R100000." ~
_— ]




By KURT SWART

AN inter-denomination-
al committee of
churches opposing the
reimposition of Value
Added Tax on basic
foods started a “Don’t
Crucify the Poor” cam-
paign this week.

The campaign was
launched at St George’s
Cathedral on Friday with
a press conference and a
placard picket on the

steps. 15'13‘11 s
Other actions will include
a picket focusing on mothers
and children tomorrow and
another focusing on pen-
sioners on Thursday.

The church leaders will
participate in the Cosa-
tWANC “People’s Budget”
march from the Grand
Parade on Wednesday and
the campaign will draw to a
close next Friday with an
Ecumenical service at the
Methodist Church on Green-
market Square.

ANC president Mr Nelson
Mandela is scheduled to
speak at the service.

The campaign aims to
arouse public conscious-
ness to the “injustice of VAT
in terms of what its applica-
tion to basic foods and
health care will mean for
the poor”.

The commitee said Chris-
tians in the Western Cape

1 had formed the Churches’

Committee on VAT and had
drawn up a declaration of
concern for the poor and
needy. Church leaders had
signed the declaration on
behalf of their churches and
large numbers of ordinary
church members had also
signed it.

only R2,25 a person.

Threat

The deelaration included
specific demands that the
government abandon its
threat to terminate on
March 31 the zero-rating on
the few foods that were
presently tax-exempt, ex-
tend the list of tax-exempt
foods and totally exempt
from taxation all health
care for the poor.

Said the committee: “We
do not dispute that in
general VAT may be a
better system than GST. Our
concern, however, is that
VAT as applied in South
Africa adds to the already
heavy economic burden on
the poor. .

“Instead of being graded
to make the poor pay less
and the rich more, it shifts
part of the burden of tax-
ation onto the shoulders of
the working class.” .

If the church campaign
was ignored by the govern-
ment, the state would be
“platantly choosing to tram-
ple the heads of the poor
into the dust”,

The imposition of VAT on
basie foods and health care
would be “fatal” for many of
the poor.

According to the Labour
Research Centre at least
16 300 000 ]i»eople in South
Africa were living below the
breadline and in need of fi-
naneial help to survive.

The government had set
aside R200 million for pov-
erty relief programmes but
this would have little effect
as the amount worked out at
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y business to give the economy a
ck start by lowering income tax in
this week's Budget. Jesd
The call made today by Gavin Rel-
ly, chairman of AEC{ is his annual

mediate boost to growth and employ-
ment, is re‘fresentative of the appeals
being made to the government by
heads of industry. e

Mr Relly does not call directly fo

ecause manny of South Africa’s trad-
ing partners are mired in recession.
;¢ “Progress in implementing major
rogrammes to reduce backlogs in
ousing, education and electrification
has heen painfully slow as many of
the impediments remain unresolved,”
he says. .
hit by economic sluggishness and es-
pecially by the four percent drop in
retail sales in real terms last Christ-
mas have been making similar repre-
sentations and urging a cut in income
tax. -
. The South African Chamber of
Business (Sacob) has even suggested
that income tax tables should to be
changed right after the Budget (in-
stead of waiting until June, as usually
happens) so that the reductions it
wants will have an immediate effect.
\; One reason business is seeking tax
iéuts is that the Reserve Bank has
‘made it clear it has no intention of
‘cutting interest rates to stimulate the,
economy.
. While a small reduction in rates
may be in the offing to help confi-
degce, there is no likelthood of major
‘cuts.

Business calls fo
immediate

JOHANNESBURG. — Strong pres- -
sure is being put on the government b

.

statement to shareholders for an im- '
" Finance stan

4 cut in tax, but says the need for an :iset the effects of inflation. , .
immediate boost to the economy is “aiap ast year this resulted in deth 'M_

even more acute ow than 2 year ag0 . rjcans paying three to six percent

" Other businessmen who have been "

tax cuts

'

A it i

It seéms, therefore, that the only
wdy the economy can get an immedi-
ate hoost is by lowering taxes.

7, This, in fact, is becoming a matter
‘or urgency because one o the main
causes of the recession is the persis-
tent over-taxation of South Africans
in recent years. IR
- Every Bud&et Day the Minister of

5 up in parliament and

announces a cut 1n income tax rates.
But every year taxpayers end up
'gaying more because the tax rates
ave not been lowered enough to off-

“more tax than the previous year. =
While a three percent rise in tax
ayments in real terms may not seem
all that much, it mounts up when it
happens year after year. - ¥
n 1985-86 a person earning R20 000,
a year paid 19,2 percent of it in tax.
: «Last year a person earning the

- same amount in real terms paid 24,5

percent in tax. "< ’

: " The average rate of tax of soineoiu;
- earning R40 000 in 1985-86 was 28,8

"percent. Last year the average tax
rate of someone earning the equiva-

: lent amount was 32,8 percent.
- This highlights the steady transfer

of wealth from the ordinary person to
the government in recent years and
helps account for much of the slug-
gishness in the economy.

However, there seems a good
chance that this wealth transfer is

* about to be reversed.

President De Klerk said at the
opening of parliament in January that
the government would do all it could
to reduce tax. -

" And the drastic cuts that are being

" made in government spending suggest

he is trying to keep his wor

ey
2

’.‘
;
1
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By Derek Tommey W
N

Strong pressure is being put
on the Government by busi-
ness to give the economy a
kick start by lowering in-

come tax in this week’s Bud-

get. ;

The call made today by
Gavin Relly, chairman of AECI,
is his annual statement to
shareholders for an immediate
boost to growth and employ-
ment, is representative of the
appeals being made to the Gov-
ernment by heads of industry.

Mr Relly does not call direct-
ly for a cut in tax, but says
the need for an immediate
boost to the economy is even
more acute now than a year ago
because manny of SA’s trading
partners are mired in recession.

“Progress in implementing
major programmes to reduce
backlogs in housing, education
and electrification has been
painfully slow as many of the
impediments remain unre-
solved,” he says.

Other businessmen who have
been hit by economic sluggish-
ness and especially by the four
| percent drop in retail sales in
real terms last Christmas have
been making similar represen-
tations and urging a cut in in-
come tax.

The South African Chamber
of Business (Sacob) has even

aaiate

Gavin Relly . . . immediate
boost needed

suggested that income tax
tables should to be changed
right after the Budget (instead
of waiting until June, as usually
happens) so that the reductions
it wants will have an immedi-
ate effect,

One reason business is seek-
ing tax cuts is that the Reserve
Bank has made it clear it has no
intention of cutting interest
rates to stimulate the economy.

While a small reduction in
rates may be in the offing to
help confidence, there is no like-
lihood of major cuts.

It seems, therefore, that the

tax ¢

only way the economyvan ge
an immediate boost is by lower-
ing taxes.

This, in fact, is becoming a
matter or urgency because one
of the main causes of the reces-
sion is the persistent over-taxa-
tion of South Africans in recent
years.

Every Budget Day the Minis-
ter of Finance stands up in Par-
liament and announces a cut in
income tax rates.

But every year taxpayers end
up paying more because the tax
rates have not been lowered
enough to offset the effects of
inflation.

Last year this resulted in
South Africans paying three to
six percent more tax than the
previous year.

While a three percent rise in
tax payments in real terms
may not seem all that much, it
mounts up when it happens year
after year. )

In 1985-86 a person earning
R20 000 a year paid 19,2 percent
of it in tax.

Last year a person earning
the same amount in real terms
paid 24,5 percent in tax.

The average rate of tax of
someone earning R40000 in
1985-86 was 28,8 percent. Last
year the average tax rate of
someone earning the equivalent
amount was 32,8 percent.,

This highlights the steady’

transfer of wealth from the or-

ess calls for

ts

dinary person to the Govern-
ment in recent years and helps
account for much of the slug-
gishness in the economy.

However, there seems a good
chance that this wealth transfer
is about to be reversed.

President FW de Klerk said
at the opening of Parliament in
January that the Government
would do all it could to reduce
tax.

And the drastic cuts that are
being made in government
spending suggest he is trying to
keep his word,

Last week he warned that the
Budget could be a tough one.

But these remarks are seen
as applying more to the public
service and other bodies depen-
dent on state spending.

Another reason why a tax cut
seems likely is that with the
economy so seriously underper-
forming, any improvement in
activity should lead to enhanced
revenues,

So any loss of revenue as a
result of tax cuts could soon be
recovred,

Finally, as this week’s refer-
endum has been showing, the
National Party is increasingly
dependent upon the support of
English-speaking South Afri-
cans,

If it wants to woo them fur-

ther, a cut in income tax would

* be one of the main ways of
doing so.
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Reveangwggﬁltlectlo%nggw target

REVENUE collected during the first 11
months of the current financial year was
below target, exchequer figures released
on Friday by the Central Statistical Ser-
vice (CSS) showed.

Collections during the 11 months to Feb-
ruary amounted to 88,4% of the amount
voted for the financial year to end-March.
This compared with 90,2% for the same
period the previous financial year, figures
showed. N

R was

ilected by the exch ‘

8,5% hilg.}‘;er in the 11-month period of the-

current financial year than in the year
before. A CSS breakdown showed inland
revenue increased by 10,2% while customs
and excise revenue decreased by 2,9%.

Exchequer issues for the 1l-month
period exceeded revenue collected by
18,0%, while issues in the same period of
the previous financial year exceeded rev-
enue collections by 104%.

The fina) figures for revenue collected
during the 10 months to January showed an

[’ SHERIDAN CONNOLLY | 4@

8,8% increase against the previous year.

The final figures showed revenue col-
lected in the first 10 months of the current
financial year amounted to 815% of the
budgeted amount, compared with 829%
for the corresponding 10 months of the
previous financial year.

Nedbank chief economist Edward Os-
born said the lag in revenue was far higher
than initially anticipated.

Revenue collected to date was about
R62,2bn and with a March estimate includ-
ed, revenue for the full financial year to

-end-March should be between R72bn and

R73bn.

With expenditure for the year estimated
to be about R87bn, the budget deficit for
the current financial year could be in the
order of R13,5bn, Osborn said.

However, because it was not yet known
what the extent of revenue from the sale of
strategic stocks was, the deficit could be

out R1bn less leaving the deficit in a
potential range between R125bn and
R13,5bn, he added.

Oshorn said the size of the budget deficit
would have serious implications for the
next financial year. The exchequer was
now in a very serious financial position and
would have to do the utmost to curb its
expenditure levels. ‘

In order to contain expenditure, it would
be important that salary increases for the
civil service be kept as low as possible, he
said. - ¢ ’

The government’s supply-side reforms
and the political limitations on increasing
the rate of VAT offered the government
limited room to increase the level of its
revenue, he added. .

The length and depth of the recession
had taken their toll on gross revenue pros-
pects. The expected upturn in the economy
had been delayed and the economy would
only show signs of picking late in the year,
said Osborn.




ANC rules

out company

tax hlkeal‘ll;!'i‘!ﬂ&

‘ ALTHOUGH much
is needed to boost F \N
Revenue’s coffers, it e ta'X
is unlikely that any

major tax changes Changes

will be announced

in the Budget on M
Wednesday, tax ex- Ilk e y
perts say.

They believe poli-
tics and broad ecomomic issues will dominate
Finance Minister Barend du Plessis’ speech and
that unpalatable tax measures will be left for a
less politically volatile mini-budget.

The fact the Budget is not being used by
government as a political tool to sway voters’
opinions in the referendum is regarded as an
indication of how few concessions will be made.
President FW de Klerk has already warned it
will be “tough and difficult”, and that govern-
ment has little room to manoeuvre.

Ernst and Young tax partner Ian MacKenzie
says the often mentioned capital gains tax will
probably be di d but not impl ted. He
believes draft legislation and an open discussion
period will precede a final decision.

Delayed implementation would give taxpayers
a date by which to value their assets and arrange
their affairs before becoming liable for the tax.

KPMG Aiken and Peat tax partner Hennie
Coetzee says capital gains is not a luerative or
efficient source of income for the fiscus but
makes sense politically, because it would be
seen to tax the wealthy. .

Du Plessis has promised that company and
personal tax rates will not rise in the current
financial year, but are unlikely to fall.

BDO Spencer Steward tax partnmer Matthew
Lester said there was a possibility of a tax sur-
charge being added to tax liability to increase
revenue without incrgasing the tax rate.

MacKenzie says market talk that Revenue
would introduce a minimum tax on companies is
a self-perpetuating rumour. “With many incen-
tives gone, there is no need for a minimum tax.”

Petrol and luxury items are the likely source
of higher levies.

Coetzee says government will also target tax
shelters, and tighten up on tax id oppor-
tunities.




ALTHOUGH much is nee 0 boost Rev-
enue’s coffers, it is unlikely that any major

tax changes will be announced in the Bud-
get on Wednesday, tax experts say.
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" Kenzie says the often mentioned capital

gains tax will probably be discussed but
not impl ted, He beli draft legis-

They believe politics and broad -
ic issues will dominate Finance Minister
Barend du Plessis’ speech and that un-
palatable tax measures will be left for a
less politically volatile mini-budget.

The fact the Budget is not being used by
government as a political tool tp sway

voters’ opinions in the referenduip is j o
garded as an indjeatign {f how f€w 4 Il(li&ik
e Kler

sions will be made. Presidént F W
has already warned it will be “tough and
difficult”, and that government has little
room to manoeuvre. .

Ernst and Young tax partner Ian Mac-

lation and an open discussion period will

.. precede a final decision.

Delayed implementation would give
taxpayers a date by which to value their
assets and arrange their affairs before be-
coming liable for the tax. -

«KPMG Aiken and Peat tax partner Hen-
nie Coetzee says q‘?pltal gains is not a
lucrative or efficient source of income for
the fiscus but makes sense politically, be-
cause it would be seen to tax the wealthy.

It would have to be implemented as a

O To Page 2
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fait accompliif the fiscus is to benefit, says
BDO Spencer Steward tax partner Mat-
thew Lester.

Du Plessis has promised that company
and personal tax rates will not rise in the
current financial year, but are unlikely to
fall. Lester said there was a possibility of a
tax surcharge being added to tax liability
to increase revenue without increasing the
tax rate. MacKenzie says market talk that
Revenue would introduce a minimum tax
or companies is a seli-perpetuating ru-
mour. “With many incentives gone, there is
no need for a minimum tax.”

With major changes in direct taxes un-
likely, the fiscus is bound to look at indirect
taxes to boost its cash flow. The tax consul-
tants spoken to unanimously agreed the
VAT rate would not be tampered with. But
they predicted it would rise by 1% to 2%
later in the year, either in a mini budget or
when the Income Tax Act is promulgated
in June or July.

This leaves petrol and luxury items as
the likely source of higher levies.

Coetzee says government will also tar-

@@ O From Page 1

avoidance opportunities.

With scope for new taxes thin, and strin-
gent policing already in place, the closing
of loopholes in tax legislation secrns the
only way to boost revenues, It is also one of
the two remaining areas suggested by the
Margo Commission which has not been
acted upon.

Coetzee says it is likely the current
method of calculating the average rate of
tax at which lump sum payments are
taxed on retirement may be changed. At
present, with a little tax planning, the
average rate can be as low as 15% for a
highly paid executive. If the caleulation is
measured over three years, as suggested
by Margo, the fiscus will benefit.

It is also possible that Revenue will split
individual activities into passive and ac-
tive categories, which cannbt be mixed.
Under this method, an individual would no
longer be able to reduce his other remu-
neration through the loss made on his tax
shelter. The use of trusts may also come
under the spotlight (another of Margo's
suggestions), although how Du Plessis will
approach the issue is unclear.

get tax shelters, and tighten up on tax




for traing3?
for marchers

Labour Reporter R
COSATU has paid for: the use‘
of:trains to Cape Town tomor-
row to allow people to get.to
the “People’s Budget March”
free of charge.

'~ Cosatu regional secretary
Mr Alan Roberts said people
attendmg thé march would not |

‘have to pay: provided they

boarded one of the trains speci-
fied by Cosatu.:

. The trains-are: Train number
0466 leaving Khayelltsha at
12.10pm, train number 0470
leaving Khaﬁehtsha at 12.20pm,
train number 9546 leavmg

Mitchell’s Plain at 12.02pm,
‘train-number 3520 leaving

Paarl via Bellville at 11.08 m,

- train number 0184 leavm%I
“treat’'via Rondebosc

12:42pm and train humber 0536
leaving Retreat via At‘lone at

1218 ¢ ]3| 9%
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Tt
The chances that 19 ‘whites:
teachers, withdrawn frond)

. Katlehong after a number gt
‘them ‘weré attacked, will T@uom

i|. ‘turn are'remote because gf

escalating violence, says=a

Department of Educatidl

and Training spokesman. = .
The teachers were res,

|- . moved after Schalk Dippeff; .

I “aar, of :Kathorus Colleg

was attacked and set.alig

by a group of youths. He died
last week. &
“There is no way the d&
partment can send these
people into a volatile aré}
such as Katlehong wherg
people are killed daily,” the

| "spbk’esman,‘said. b
¢ . He.was reacting to de:
mands from pupils of Kw;
dukathole, Fumana and Sijg!
bulile secondary schools wio
last week said they want

_their. teachers back and

| "would protect them. [

...+ The spokesman said tig
schools from where the
teachers had been removéd
were experiencing a shorf
age and were not operating
effectively. =

The teachers are now ree
porting daily at the area off

 fice:in Alberton. o

e

E
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Barend mayﬁ

up tax liability.
STAR IOI;/?L_’“'

retirement gratuifics
Finance Staff @I@ @

One of the revenue-raising
areas that Finance Minister
‘Barend du Plessis may address
in his Budget tomorrow is ad-
justments to, retirement plan-

' ping mecharisms that could

“materially affect the financial
prospects of people on the verge
’of retirement.

Looking at likely options
open to the Minister to tap
funds that would help meet an
expected revenue deficit, char-
tered accountants KPMG Aiken
& Peat tax partner Hennie
Coetzee said: “Retirement plan-
ning is one of the areas in which
recommendations by the Margo
Commission on tax reform have
not been implemented.

“The first step in this direc-
tion came last year when tax-
payers going into retirement
lost the option to spread pay-
ment of any taxable portion of
certain lump sums over three
tax years.

“Margo’s suggestion was that
retirement gratuities, including
gratuities payable out of insur-
ance policies, should be treated
as if they were lump sums from
pension, provident or retire-
ment annuity funds, and taxed
at the beneficiary's average tax
rate for the preceding three
years of assessment.

Amendments

“Now there are strong indica-
tions that two likely areas due
for amendment are:

@ The rate at which retirement
lump sum payments are taxed,
based on the taxpayers average
rate of income, and

@ A ‘capping’ of the 15 percent
allowance from retirement an-
nuity payments that can be
used to reduce the taxable
amount in the year of retire-
ment to a finite maximum
amount, which might be as
little as R50 000.

“Both measures could impact
quite materially on the retire-
ment planning of executives on
the point of retiring right now.

“In these instances, people

5 6% ”‘ﬁ”? '1"1‘;.«‘

ey an

Y
TNy

i s et o

retmng in the early part of the
1992-93 financial year may need
to consider taking immediate
stock of their tax commitments
and to retire a3 quickly as pos-
sible to take advantage of pre-
vaﬂmg rules

2o alde ¥ ‘.
_Mr Coetzee said that if these
measures came it, they would
’severely limit the opportunity
of the taxpayer to reduce the
average rate of fax apphed m
the year of retirement. . " zis.:

Deductwns =y

g ‘standard procedire now
is to allow ‘the taxpayer to de-
duct a maximum contrlbutlon
of 15 percent of .{ncome ‘from
‘non-retirement funding’ to a re-
tirement annuity fund. J such a
contribution is made in the year
of retirement, this fjay influ-

 ence the rate at whicli the lump

sum pension payment: w111 be
taxedﬂ A 8, m{m ’MQR
S onY pension hayout of

R1million, "not fiicommon !

today, the taxpayer therefore
can deduct a maximiim amount
of R150 000 which is made to a
retirement annuity fund.

“Thus, the R150 000 i§ set off
against, for example, an annual
salary of R190000, arid effec-
tively reduces taxable income

relating to income Jother than |

the lump sum) in the year of te
tu-emeng to R40 000,

“The rate of tax-on R 0000
being his other taxable income,
is themr applied to the R1 million
pension pay-out, only R30 000 of
which is tax free. -7 fiin 2

“If, on the other hand, the RA
contribution is capped at, say
R50 000, the same taxpayers
annual income in his final year
would be reduced to only
R134 000. The difference in tax
rate is dozens of percent and
would have a massive impact
on the tax paid on a pay-out of
R970 000 after the tax-free
R30 000 is deducted.

“Taxpayers likely to be in
this situation should seriously
consider making their RA con-
tribution immediately, and not
wait for February 28 1993 ” Mr
Coetzeesaid. © "~ *
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2,2  aled during 1992/93. 30 September 1991 \ :5_—...52 rm:mm Mm—..wn Eﬁ_um.n the O_.m._. mwmm_mri @ M_ﬁ:.m_. there _,_m_m cmom. any Ma_mé in ”ﬂa
% i o~ " as they pat on their purchases. ‘The rafting of the policy; if so, what were the
27 :mm\“mw_xﬁzﬂmﬂ%mﬂ u:Mﬂa:mMMww @ <=m_w_..~ would a_:nm to request nrn.wmsni_ Association stated that it preferred the oucmnmwm potiey
9 g public not to damage Telkom SA’s public standard rate to an exemption and it was 3) whether she will make a stat t on the
. payphones on purpose and to assist the accordingly decided to follow this route. () whether she will make a staiemen
3 Pierre van Rynveld—1 000 addi- company with information regarding the . L matter B377E
tional boxes will be installed during damaging of the apparatus by vandals. w_.ox_m_os has _uwn—— made ce& within and
1992/93. The _umuﬁr%:o service meets the needs of o_“n.m.maw the SM.@w.nE to provide B_.mn_ﬁwa The MINISTER OF NATIONAL HEALTH:
ersons who do not hav i g relief for medical expenses incurred by
Hennopsmeer —Negotiations are in W:o:n service at their n_m—.wo%m_._iwm_.ﬂm ”w“wo pensioners. More than 80 per cent of our () No, (@) and (b} fall away;
progress to procure new accommo- need to make emergency calls. It is also population is treated in State and provin- (2) falls away;
dation in which 8 350 boxes will be the most effective communication me- cial hospitals and local authority clinics. | * 5y
provided. These institutions are heavily subsidized :

Post office: Bramley

*6. Mr P G SOAL asked the Minister of Posts
and Telecommunications:

f:mz_a_.. with reference to the reply to Ques-

tions No 342 on 21 May 1991, any progress has

been made in regard to the construction of the

post office and postmen’s depot in Bramley,

Johannesburg; if not, why not; if so, what

progress? B341E
The MINISTER OF POSTS AND TELECOM-
MUNICATIONS:

dium for persons who are travelling and
wish to keep in contact with their resi-
dences, family members and employers.

Telkom SA requests the public regularly

through the media to support the Com-
pany in their efforts to combat vandali

and approximately 90 per cent of their
expenditure is financed out of State rev-
enue. The nominal charges paid to these
institutions by pensioners and others for
the medical treatment and which covers

VAT on medical services: pensioners

*2. Mr M } ELLIS asked the Minister of Finance:
(1) Whether he has received representations

from any organizations to remove value-
added tax on medical services for pen-
sioners; if so, from which organizations;

apprc ly 10 per cent of the costs
have been exempted from VAT. The
income limits of the means tests which
allow persons to qualify for the subsidized
services were increased when VAT was
introduced to R27 492 and R16 500 for
families and single persons, respectively.
A greater number of pensioper:
qualify for this concessio

Alternative national service

*4. Mr L FUCHS asked the Minister of Defence:

Whether, with reference to the reply to Ques-
tion No 3 on 26 February 1991, any additional
form of alternative service (a) has been intro-
duced and/or (b) is envisaged for persons
refusing to serve in the South African Defence
Force; if so, what is the nature of this alternat-
ive service?

B378E

The MINISTER OF DEFENCE:

(a) and (b) No.

2

-~

No. In view of the capital cost of the project Whether he is considering the matter;

Automation of farm lines: Hoedspruit

*5. Mr P G SOAL asked the Minister of Posts
and Telecommunications:

The facilities referred to abovVeare gener-
ally not available to pensioners in the
higher income brackets but they are eatit-

and other priorities alternative options to () whether he will make a statement on the
solve the accommodation problems were re- matter? 20
searched. In the process an agreement was B376E

concluded with the lesser of the present post
office premises to provide more spacious and
upgraded accommodation in the existing com-
plex, which should be available by the end of
this year.

New questions:

Public telephones: repair costs

*1. Mr P G SOAL asked the Minister of Posts
and Telecommunications:

(1) What was the estimated cost of repairing
public telephones in the Republic during
the latest specified 12-month period for
which information is available;

HOUSE OF ASSEMBLY

The MINISTER OF FINANCE:

(1) Representations have been received from

organizations requesting the removal of
value-added tax on medical services but
none of the representations appear to
relate only to medical services for pen-
sioners.

(2) The matter is not being considered at this

stage.

(3) The decision to impose VAT on medical

services was not taken lightly. In the
original proposals which were released by
the Government in June 1990 for com-
ment, it was proposed that medical ser-
vices be exempt from VAT. The Medical

led to income tax relief for their medical
expenses. Pensioners over the age of 65
years may claim all the medical expenses
they pay as a deduction. Pensioners of 65
years and younger may claim a deduction
in respect of all medical expenses which
exceed 5 per cent of their taxable in-
comes. The income tax relief as a result of
the deduction exceeds the benefit they
would have enjoyed had the medical
expenses been zero-rated and it further
targets the relief to those pensioneys wh

have the highest medical expensed, 320

Air pollution: new policy

*3. Mr M J ELLIS asked the Minister of National
Health:

‘Whether, with reference to the reply to Ques-
tion No 5 on 28 May 1991, it is still the
intention to (a) commence the automation of
the farm lines in the Hoedspruit area during
April 1992 and (b) complete the project during
the first half of 1993; if not, (i} why not and (i)
when is it anticipated that the project wili be
(aa) commenced and (bb) completed?

B379E

The MINISTER OF POSTS AND TELECOM-
MUNICATIONS:

{a) Yes; has already begun.
(b) Noj;
(i) Due to an unexpected increase in
demand, the project cannot be com-

HOUSE OF ASSEMBLY




| -;“SPECULAT‘ION that a tax- o@ vidends.

" will be, remtroduced in today’s Budget ‘has”

e led many: compames to take defenswe ac
tos

. Accotnting firm KPMG Aike
tax. spokesman Noel de Charmo

tribute their general reserves::
_Budget because of persxstent

to “p]ay it safe”, said Charmo If; the tax’

were remtroduced governm nt, would ,

probably remtroduce undjstrihiited

tax, he'said, ’ ““‘? Ea ‘1
Taxes on dlvxdends

1990 Budget.: 3
HIf not reintroduced today,

heved taxes.on dividends

vl st &wYoung spokesm

today’s Budget. Many‘comp"an ;

dend tax, he said.
Bramwell believed - governme
mstead today introduce a loan levy'or, a
was. prevxously known, a minimum tax on.
companies, repayable in seven years- ‘o
boost its revenues. The previous ninjum
taxi on companies was imposed as a grie- off} .
taxiin the 1988/89 tax year op' ¢ panles

which benefited from special allowances
and then paid-large dividends. -
Tax writer.and consultant Mlchael Stein

RéW rumours ofiit happemng today
'JSE president Roy Anderson said the .
possible introduction of the tax wolld be
unfortunatebecanse it would be a disineen-
tive to invest in.the JSE. : .
<Frankel, Max Pollak, deerme ‘chair-
man Sldney Frankel said ¢ no way” in re-
sponse to thé s peculatlon
: eloitte Pim Goldby spokesman Willem -
ije said though he had no firm know-
“ledge of the reintroduction of the tax to-
day, its introduction was not a questlon of
whether, but when and how.
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" Budget likely to hold little joy for taxpayer '

reduction would wipe out the small effects

CAPETOWN — Today’s Budget is unlikely T BILLY PADDOCK

1

to hold much joy for the taxpayer as
Finance Minister Barend du Plessis tries
to juggle limited resources. {\
Revenue is extremely tight and the op-
tions for increasing the size of the cake are\)
almost nil as government is constrained by’
political tensions not to increase VAT.
Du Plessis had promised tazpayers he

the effects of fiscal drag.

in these. -+

woulgé?gduce personal and cox?pany tax . trmt]y a funds §
by fivé’percentage points over ive,years, strate pil
¢ 0 '& ease the burdenand'push into social spend-

but thig year — the third — he might not %
able fo dven give that, having backed down
in the face of 1991's anti-VAT campaign.
He might choose to raise the threshold.
level of personal taxation as a hedge

f\} against inflation, but do little'to contain

The only areas left for Du Plessis to
squeeze a bit more money from are the
fuel levy and excise duties on liquor and
\ tobacco. He is likely to announce increases

a funds frgin the further sale of
e might have used to

ing, will be absorbed by the drought and
the need to import maize and wheat.

<" The Minister is expected at least to keep
social spending level in real terms, as any

Budget 'b\mz‘(ﬂ,

said there was a \%
great need to
'slggil::lll spending, especially in thehalf-:ias?
2 o i °
pected that Du Plessis wi
Lottt o o el
5
to Pgeneral affqir , as ‘r‘x’ig“}; ggug:tr;‘s)ferred
creat;vgrty relief is expected to l:lébi
sed and could be channelled th h
peszonsthequalisation rough
A turther major expens: i
Minister will have to apcem.?ntt l;szv;lilﬁng:

of the past tw ! attempts to close the
racial gap. é?p T

Business Day wilt produce a special
Budget edition tomorrow, Including a
supplement containing the full speech
by Finance Minister Barend du Plessis.
For all the Budget nows, and expert
analysis and opinion, don't miss
Business Day tomorrow.

President F W de Klerk said last week]
the Budget would be tough and that there|
was “little room to manoeuvre”. He also

[ To Page 2

@ 2o JFrom Page 1

for the securit,
cognbat pa mle.y forces and the new planto
verall, he will continue
8 th
::ziﬁrgg ftartegi two years ag: ’Pi‘l;]oec‘::i:é
stimulus (:og(e’x{g;'tg zg;v ”; tthrougb further
i ort-orientated business,
Derch Kepes ituones ion Misee
S wi i
g:;degceotnifnl; Ezslés n:!w ways ios Z:inn:sl;}t]:
‘and get a surge
can build on”, as one Minigste(:-f;g);‘:vivtth e
@ Comment: Page 8 '




THE GOVERNMENT is to introduce tougher tax mea-
sures against business trusts, Mr Du Plessis said.

He said the Margo Commissién had recommended
these trusts be treated as companies for tax purposes,
and that this had been accepted by the government,

“The dimensions that business trusts are assuming and
the associated fpotential loss of revenue require the
implemention of certain measures with reSpect to the
taxation of these trusts. More particulars will be given in
th(_adIncome Tax Bill to be submitted later this year,” he
said. D

He said it was also intended to take the foiirth step in
phasing out the surcharge on non-gold mining companies,
and that the formula rate for gold mines be adjusted
downwards to bring it more into line. with' the present

_company tax rate. — Sapa @ A ﬂ‘ ,;\C‘ Q’V




ANC hails
several

allocatior}s
By Dum&le WB 77"

The ANC has welcomed the in-
creased allocations to health, edu-
. cation and housing in the Budget.
Its Department of Economic
Policy (DEP) said yesterday the
allocations were broadly appro-
priate, but expressed doubts the
money would be properly spent.
“The central issue is the way
these allocations are spent and
managed. We have no faith in
the ability of the departments re-
sponsible to deliver the services
in an effective and efficient way.”

On social welfare expenditure,
the ANC said it was outrageous
that pensions were still allocated
differentially on racial lines.

“We feel that the additional
R2 billion it would have cost to
reach parity at existing white
levels would make a significant
contribution to the alleviation of
poverty.”

The DEP expressed concern
that no attempt was made to
exempt basic foodstuffs from
VAT. )

“We assume that his (Finance
Minister Barend du Plessis’) ear-
lier announcement that the cur-
rent exemption on eight basic
foodstuffs due to be lifted at the
end of March will therefore hold.”

The DEP repeated the call
made in an earlier 1992/93 Bud-
get preview for an open and dem-
ocratic budgetary process, proper
public expenditure planning with-
in the framework of a npational
development strategy and effec-
tive management of public spend-

ing.

“None of these were satisfac-
torily addressed in this year’s
budget,” the ANC said.

Hand of Keys seen in -

<t 191392

By Derek Tommey

A stockbroker last night said
yesterday’s Budget was like a
cheap currant bun. “It has
some currants in it — but you
had to look hard to find

" them.”

One of the currants was the
proposal to reduce from 10 years
to five years the period in which
mining houses and other inves-
tors have to hold shares in order
to be exempt from paying tax on
the proceeds from the sale of the
shares.

A broker said this was a major
concession, Its importance was
that it would enable the mining
houses and any other long-term
investor to convert their share-
holdings into cash without having
to pay a penalty.

1t would also result in a larger
supply of shares to the stock ex-

change.

This should lead to a broader
market and smaller price fluc-
tuations from minor trades. It
should also help reduce some of
the upward pressure from insti-
tutional money on share prices.

Another currant was the pro-
posal to speed up the rate of de-
preciation in terms of Section 37
E of the Income Tax Act on spe-
cific projects .

Taken together, these propos-
als suggest that the Government
is going out of its way to help
those mining houses and other
organisations with large share
portfolios and major investment
programmes.

One company to benefit should
be Gencor. 1t is planning to build
a huge stainless steel plant and a
large aluminium plant.

1t also has major plans for in-

vestment in oil. These projects

of cash from the sale of shares
plus the increased rate of depre-
ciation will make the financing
of these projects much easier.
Other mining houses and large

institutions such as Anglo Ameri-_

can, JCI, AECI and Sentrachem,.
which are contemplatng major
projects, also stand to benefit.

-But one cannot help seeing in
these proposals the hand of
Derek Keys, the former chair-.
man of Gencor, and now Minis-
ter of Trade and Indusiry.

Also helping to sweeten the
Budget slightly were the reduc-
tions in the rate of tax on non-

‘mining companies.

The surcharge is being
Jowered from five to three per-
cent, which means the effective
tax rate on these companies is
now 49,44 percent. .

Marius van Blerck, tax ad-
viser to Anglo American, said
last night these proposals indi-
cated that the Government was
doing all it could to protect its
tax base and was granting con-
cessions on a highly selective
basis.

But he believed these tax con-
cessions, together with the posi-
tive result of the referendum,
could lead to a significant im-
provement in the investment cli-
mate in coming months.

One bright spot on the JSE in
the coming months is likely to
be the building and construction
sector.

The announcement that
R3,2 billion could be spent on
Jow-cost housing in the next 12
months was a bull point for the
sector, and should also help stim-
vlate the economy.

mre large capital out-

S, =
Consequently, the generation

TR




LMOST R1,5 billion will be

A given away to taxpayers,
including married women and
the over 65s, as a result of in-
come tax changes in the Bud-
get.

Main benefit involves
R1;225 billion given from a re-
shuffle of tax brackets to com-
pensate for fiscal drag (infla-
tion).

Married women will now pay
the same tax as unmarried
women on their investment in-
come and save RI195 million
while the elderly get additional
rebates worth R30 million.

..Both married and unmarried
taxpayers gain from tax brack-
et.changes.

Finance Minister Barend du
Plessis said tax relief over the
past two years was focused on
the neutralisation of fiscal drag
and where possible even a real
reduction of the direct tax bur-
den on individuals.

The outcome was a lowering
of the top marginal rate of tax
td'the present 43 percent.

", Because of the limited funds
available this year, it had been
decided to target relief on those
who had been most exposed to
fiScal drag, said Mre Du Plessis.

omen, elderly
e 1qRl9 -

iy N

C=)

A reshuffle of tax brack-
ets will benefit mainly
married women and the
over-65s. TOM HOOD re-
ports from Cape Town.

"A move was also being made

towards a simpler tax rate
structure with fewer and wider
income bands. This also re-
quired some minor adjustments
to the tax rebates.

As an illustration of the pro-
posals, a married person with
‘two children and a taxable an-

-nual income of R35000 whose

inéome rose by 10 percent from
1991-92 to 1993-93 would find the
average tax rate under the old

scales would have risen from

15,1 to 16,7 percent.

But under the new scale it
dropped to 14,9 percent and the
tax payable dropped by R655 in
1992-1993.

Mr du Plessis said intention
was gradually to bring the tax
scales for married women in
line with those for unmarried
women and this would go ahead
this year.

The scale for married women
with a taxable income up to and

including R40000 would be
brought in line with that for un-
married persons.

In the process, however, the
top marginal rate for married
women would be raised from 38
to 40 percent to bring it closer
to that for unmarried women.

The primary rebate would be
raised from R800 to R900 and
all married women with a tax-
able income of R80500 or less
would benefit.

benefit in Budget

A married woman with a

R30000 taxable income and
whose income rose by 10 per-
cent and whose average tax
rate under the old scales would
have risen from 21,9 to 23 per-
cent, would find her average
tax rate falling to 21,3 percent
and she would pay R570 less tax
this year.

Mr du Plessis said the se-
parate taxation of married
women women had consider-

ably improved the tax position .

of the working married woman.

He said the government was
fully aware of the deteriorating
income position of many elderly
people who with great sacrifice
had made their own provision
for retirement.

This year it was proposed to
increase the additional rebate
for the over 65s from R2100 to
R2500.

As a result of the changes, a
married couple above 65, each
having a separate taxable in-
come above these thresholds
and who enjoyed the maximum
interest concession, would in fu-
ture become liable for tax only
when their joint taxable income
rose above R46173, compared
with the present R41 258. o




will pay
MICHAEL MORRIS Aty %2

Political Correspondent &2’ q')‘

THE Budget will further squeeze taxpayers
and burden future generations with debts
because of the “profligacy and inefficient
economic mismanagement of this govern-
ment”, the Democratic Party said in sharp
reaction to the Budget.

Unshackling itself from its referendum
alliance with the National Party, the DP
made no bones about what it described as
“g bad news” Budget.

Chief DP finance spokesman Ken Andrew
declared in a stinging three-page statement:
“The government talks glibly about efficient
management and fiseal discipline, but pro-
ceeds to do exactly the opposite.”

There was no immetiate reaction to the
Budget from the Conservative Party last
night as it smarted from its humiliating
defeat in the referendum.

But the DP, which helped despatch the
right wing ailiance at the polls, took at a
swing at the government.

Said Mr Andrew: “The government has
lost effective control of State expenditure
and all South Africans are going to have to
pay dearly for the continuing mismanage-

ment of our econdmy by the government.”

‘All South Africans

dearly’@%

The government was “living beyond its
means”, mortgaging South Africa’s future
by borrowing R8,9-billion this year to spend
on current expenditure.

:

“The cost of State debt has already more ‘

than doubled over the past four years —
and this trend is going from bad to worse.”

He said individual income tax had risen
by 54 percent in two years and that “despite
these large tax increases, social old-age
pension parity has not been achieved, food
relief for starving people remains inade-
quate and often doesn't reach them, and the
price of fuel is to increase once again”.

While the government said it wanted the
private sector to generate wealth and eco-
nomic growth, “it continues to appropriate
an increasing share of gross domestic prod-
uct for itself”. This share now amounted to
about 20,5 percent of Gross Domestic Prod-
uct — up one percent since last year.

He said that in spite of claims by Mr Du
Plessis of progress in eliminating fiscal
drag, “income tax on individuals is to rise
by R65-billion — nearly 50 percent faster
than the rate of inflation”.

However, Mr Andrew acknowledged posi-
tive features in the Budget, including allo-
cations to education,
relief.

housing and drought .
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'CAPE TOWN — Unprec-
edented levels of mass
action, including a na-
tional strike, would be
initiated by the
ANC/SACP/Cosatu alli-
ance ‘if the Government
refused to meet the de-
‘ mands contained in the
Peoples’ Budget by June
or July, Cosatu general
* secretary Jay Naidoo
" said yesterday.
Addressing a press
; conference in response to
the, he said the Budget
_presented by Finance
Minister Barend du Ples-
* sis had not addressed the
> demands raised by the
three movements.
' Mr Naidoo said that,

!| following the landslide

“iyes” majority in the ref-

|* erendum, the Govern-
| “ment should enter into

- “decisive negotiations
with the democratic
‘movement on major

' socio-economic issues

facing our people”.
The alliance’s key de-
mands include an end to

| unilateral restructuring

- of the economy, Govern-
ment involvement in an
 Economic Negotiation
Forum to debate key ec-
lonomic issues, no VAT
'on food, electricity, med-
icines and medical ser-
'vices, the reduction of.
food prices and the
‘equalisation of pensions.

+ Tito Mboweni, of the
JANC’s economic policy
{department, said the
WANC rejected the Gov-
‘ernment’s unilateral
‘adoption of fiscal policy
‘without more represen-

.tative involvement.

+ He said social expendi-

"thfeate
‘ 1913/9 2.
huge mass act

1

ture in keyar
social welfare and pov-
erty relief, pensions, em-
ployment creation,
heaith, education and
housing showed ‘“‘pre-
cious little evidence” of
the Government’s com-
mitment to meet press-
ing social needs.

The ANC had proposed
a Fiscal Commission to
examine different tax
options. While it had no
specific policy in favour
of a wealth tax, the
movement believed in
shifting the tax burden
from the individual to
“those who can afford
it”.
Dr Bernie Fanaroff of
the Co-ordinating Com-
mittee of VAT said the
Budget had failed to ad-
dress major demands
such as a zero-VAT rat-
ing on food, services,
medicines and medical
services, properly
planned poverty and
drought relief schemes
and the stablisation ofy
food prices. 7

He said the committee
would seek meetings
with the Minister of ‘Fi-
pance, control boards
and other bodies to pur<i
sue its demands. —Sapa.
@ The Budget would
force trade unions t0 s
take a much tougher
stance during metal ingz
dustry pay talks which
begin today, secretary of;,|
the Confederation of |
Metal and Building |
Unions Ben Nicholson™{
said. He said the Budget
would have a negative
tmpact on workers’
pockets. .




.
B

. {AONSUMERS, already in a
critical financial position,
-puld be hard hit by the in-
-cpase in the fuel price, con-
smer bodies said last night.
~The Government’s decision
nt to extend the VAT zero-
rzing of eight basic foodstuffs

| -ws also criticised although

casumer bodies welcomed
tk unchanged VAT rate,
lwer personal tax and con-
cssions regarding pensions,
aowances and  transfer
dties.

~However, consumers were
finded a bitter-sweet pill last
wht when the Minister an-
nunced, among others:

@A 9c¢/1 increase in fuel and
#c/1 increase in diesel;

@No extension on the tem-
jcprary VAT zero-rating of
: ezt basic foodstuffs; and
-4qVarious increases in the
pice of certain luxuries in-
- cading beer, hard liquor, ciga-

| xttes and soft drinks.

i Prices

13 .mﬂrm. SA National Consumer

_Tiion said consumers were in
~acritical financial position.
.&nemployment, inflation and
rpidly increasing food prices
.erate great problems and
_-rany consumers actually face
. .fmine. The belt can no longer

{|;- B tightened as, for many con-
| smers, it is already at its

tihtest.”
.nAlthough the union wel-
cmed the fact that the VAT

S 198192
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While some aspects of
the Budget have been
welcomed, a higher fuel
price and other in-
creases may have a se-
vere ripple effect.
PAULA FRAY reports.

rate remained unchanged, it
regretted that the temporary
relief involving eight basic
foodstuffs, which were zero-
rated for six months, had been
terminated.

“Consumers not only hoped
that the exemptions would be
made permanent, but that
they would be extended to in-
clude all basic foods, medical
services and medicines, water
and electricity,” said union
chairman Lillibeth Moolman.

Last night, the ANC said it
was “deeply concerned” that
the Minister had not men-
tioned plans to exempt basic
foodstuffs. The lifting of the
temporary exemption would
have “extremely detrimental
effects on the incomes of the
poor”, said the ANC.

Housewives’ League presi-
dent Lyn Morris said the Gov-

R1 billion to fight drought disaster ... but the Go-

vernment has been advised to use some of it to sub-
sidise imported maize.

extend the VAT zero-rating.
“To lose those will not be good
for the consumer,” she said.

The fuel increase also came
under severe attack.

“The increase of 9¢/l in the
fuel levy is regrettable. It will
provide the ideal peg to justify
increased prices. The escalat-
ing effect of the higher fuel
price will hit consumers very
hard,” said Mrs Moolman.

The league also expressed
concern. “The 9¢/1 is less than
expected but it is still going to
have a ripple effect and affect
inflation,” said Mrs Morris.

According to Mrs Moolman,
the highest priority at hand
should be to stimulate the
economy in order to create
jobs and simultaneously con-
trol the money supply in order
to fight inflation: “It does not

appear as if the Budget will
meet these requirements to
the required extent.”

Mrs Morris said the Budget
could have been worse.

“We are very happy he has
left VAT at 10 percent,” said
Mrs Morris, who noted the in-
crease did not have to be an-
nounced in the Budget and
could be announced later.

She said that, in view of the
small amount spent from the
R220 million allocated for
poverty relief last year, it was
important that the R440 mil-
lion allocated yesterday be
utilised correctly and speedi-
ly. “I agree it has to be spent
properly but people are dying
of malnutrition. Will they still
be mucking around in 1996 and
still not bave spent all of it? I
feel something is not just quite

| Bitter-sweet pill will be hard to swallow

right there,” said Mrs Morris.
She also called on the Gov-
ernment to use some of the
R1billion . put aside for the
drought disaster reserve to be
used fo subsidise imported
maize at a consumer level.

“The league feels strongly
that there is no way that the
lower-bracket consumer can
afford an increase in mealie
meal and would appeal that
part of the R1billion be used
as a consumer’s subsidy to
keep the price down so that
people are not faced with a
basic food rocketing sky high
with the imports.”

Income

The Consumer Council de-
scribed the budget as “fair”, if
the Government’s limited
sources of income, the in-
creased demand for its ser-
vices and the state of the
economy were taken into ac-
count.

“To be able to give, the Min-
ister of Finance also had to
take,” said Consumer Council
executive director Jan Cronje.

“No increase is ever popu-
lar with consumers, so the
council cannot welcome the
higher fuel price. Owing to its
ripple effect on the economy,
price hikes over a wide front
can be expected,” he said, ap-
pealing to business to try and
absorb the increase as far as
possible. 0
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Govt income
from tax%s,L
less than g4/

expected iz
By Sven Lunsche

CAPE TOWN — Govern-
ment income from taxes
was over R2,1 billion less
than expected in last
year’s Budget, Mr du
Plessis said. .

However, personal tax
continued to contribute
an ever greater portion
of total tax income, as
fiscal drag more than
wiped out the one-per-
cent cut in the marginal
tax rate in last year’s
Budget.

Switchover

Mr du Plessis said the
switchover from GST to
VAT and lower company

profits had reduced the -

budgeted fax revenue i

level by R2,15 billion to
R64,5 billion in 199172,

Total revenue for the
past year, comprising in-
come from taxes and
customs and excise
duties, was R73,2 billion,
9,6 percent higher than in
1990/1.

For the year ahead the
Government has budget-
ed for a 15,8 percent in-
crease in tax revenue to
R84,8 billion, excluding
transfers from the stra-
tegic oil fund.

Volumes

In the past fiscal year
SA’s higher trade vol-
umes with the rest of the
word had lifted income
from Customs and Ex-
cise duties by R500 mil-
lion above the budgeted
estimate to R8,75 billion.

Mr du Plessis said the
introduction of VAT had
gone exceptionally
smoothly.

Nevertheless, the com-
bined income from
GST/VAT over the year
at R18,4 billion was
R1billion below budget-
ed level, which Mr du
Plessis said was due to
the reduction in the VAT
rate from 12 to 10 per-
cent.

Taxes from non-min-
ing companies were
about R1,1billion lower
than budgeted, which Mr
du Plessis ascribed to
slightly lower company
tax and poorer company
profits.

Breakdown

Providing a break-
down of tax comtribu-
tions to total revenue, he
said personal income tax
last year made up
38,2 percent of tax reve-
nue in 1991/2, compared
with 33,1 percent in
1990/1.

The share of the main
indirect tax — GST/VAT
— in total tax revenue
fell from 27 percent in
1980/1 to 25,1 percent in
1991/2.




YGET

The Star "

Motorist seen

Consumer Reporter( 220)
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as easy

“A portion of the fuel levy

prey for Govt taxation
DC:)

The Government came
under fierce attack last
night for, yet again, increas-
ing the fuel price.

Consumer bodies warned that
the 9c/litre increase in fuel and
6c/litre increase in diesel would
have a ripple effect on the price
of goods and services and, in
turn, on inflation.

The Automobile Association
said the increase underscored
the fact that petrol was the
Government’s favourite source
of taxation without regard for
the motorist and the inflation-
ary effect on the economy.

The AA said the already
over-burdened motorist had no
choice but to accept this adjust-
ment which increased the fuel
tax percentage of the pump
price from 35,6 to 39 percent.

“This is nearer the figure of
45 percent mentioned by the
Minister in the 1991 Budget as
his goal when comparing it with
overseas fuel tax,” said the AA.

The Democratic Party said
that while the Government’s
need to raise additional revenue

under current circumstances
was understood, it objected to
the motorist always being
viewed as convenient easy prey
to fund ever-increasing Govern-
ment expenditure, .

DP transport spokesman
Wessel Nel said the increase in
the levy on petrol and diesel,
which would raise about
R939 million in the next year,
represented a substantial in-
crease of about 20 percent on
the fuel tax component.

It was unfair and short-sight-
ed to extract an ever-increasing
price from vehicle owners while
allowing the road network to
disintegrate, he said.

should be set aside as a dedicat-
ed fund to cater for the mainte-
nance of the effective road net-
work which, in turn, would act
as a stimulus to economic
growth.”

Motor Industries’ Federation
executive director Vic Fourie
said the increase was “to be ex-
pected”.

According to the AA, the up-
ward adjustment in price
should be seen against a back-
ground of misconception of a
so-called cheap price of fuel,

In a recent study commis-
sioned by the AA, it was found
that in South Afriea in 1990, one
hour’s earnings expressed in
equivalent litres of petrol
amounted to 7,1 litres. However,
comparative figures overseas
were France (8,3), Germany
(15,8), Japan (14,8), the United
Kingdom (12) and the US (28,2).

With the resounding “yes”
vote in the referendum, the AA
said it expected to see an early
lifting 'of the oil embargo. This
should make it possible for the
Government to absorb the pre-
mium paid on imported crude
hidden in the pump price.




N. KEEPING with the deci-
sively reformist swing in the
referendum, Finance Minister
Barend du Plessis has tabled a
solidly progressive Budget
whose benefits are conspicucusly
aimed at the less well-off. The
proposals anticipate white vot-
ers’ de facto endorsement of end-
ing discrimination by advancing
further the trend of previous bud-
gets towards the restitution of
inequalities and the unifying of
concessions.

Du Plessis’ 1992/93 Budget has
been drawn up with the apparent
twin objectives of supporting the
political reform process and emulat-
ing the Reaganite/Thatcherite fiscal
policies that are now conventional
among most of SA’s major trading
partners.

Alignment of fiscal policy witl
government’s political initiatives is
furthered by targeting the lower in-
come groups and the needy for such
tax giveaways as could be afforded
this year.

This helps to explain the suspen-
sion of any attempt to compensate
the majority of taxpayers for the
effects of fiscal drag over the past
financial year.

u Plessis makes it clear that the
measures taken in the past two Bud-
gets to neutralise the effects of infla-
tion on income tax thresholds had
slewed benefits towards those in
higher income brackets. The Bud-

. get’s R1,2bn income tax giveaway is,

therefore, concentrated on earners
in the R20 000 to R50 000 a year band
that has been most exposed to fiscal
drag.

Furthermore, the Budget aims to
keep ~political repercussions to a
minimum by leaving unchanged the
one mdjor regressive tax on the stat-
ute books — VAT. Keeping the VAT
rate at 10% — at least for the mo-
ment — at a time when the exche-
quer is in dire need of extra rev-
enues, is a significant concession to
the principle of protecting those
least able to pay more tax.

The bias towards indirect taxation
— that is, towards taxing more of the
spending and less of the income of
both companies and individuals — is
increased by measures such as the
raising of the fuel levy. It is clear

Barend’s Budget
concessions are
aimed at the
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that SA consumers will have to get
used to paying a greater proportion
of their tax payments through their
purchases.

Although this makes paying tax a
more visible and conscious act than
it is through PAYE, it also makes
tax-paying more elective. A consum-
er can choose whether or not to pay
an indirect tax by deciding whether
or not to consume.

The Budget also continues to align
SA’s fiscal policy with the trends
established in other Western coun-
tries. The minimal income tax con-
cessions announced yesterday match
those in last week’s British budget
when, although faced by a general
election early next month, the Major
government targeted its minimal in-
come tax giveaways at the very bot-
tom of the scale.

Typical VAT rates in European
countries straddle 15%, and it can
reasonably be expected that the SA
rate will be raised to nearer this
level once the recession is over.

Ideally, VAT offtakes will rise as
consumption recovers, and then the
tax’s contribution to revenues can be
left to grow automatically in paral-
lel with overall economic activity.

Areas where the current strait-
ened state of the fiscus has not al-
lowed greater conformity with inter-
national convention include the level
of the Budget deficit and the reten-
tion of import surcharges.

The Budget deficit, as the accom-
panying graph shows, is expected to
rise to 4,5% of GDP in the coming
financial year. This is above the
maximum ratio of 3% recommended

The VAT rate was left k d
not only because it is a regressive
tax but also because the government
wants to adapt SA’s VAT regime to
those of most of SA’s trading part-
ners. Above all, the idea is to retain
the theoretical simplicity of VAT.
Further toying with the rate would
prompt further pressure for exemp-
tions and differentiations, and the
government’s desire for a single-
rate, no-exemptions VAT remains.

Du Plessis has left open the possi-
bility of raising the basic VAT rate of
10%, but only once an acceptable
rate of economic growth has
-resumed.;

% of GDP Budget deficit
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by the International Monetary Fund
(shaded in the chart).

This however, is seen very much
as a one-off event enforced by simul-
taneous recession, reform and
drought. The 3% ratio remains an
objective.

Meanwhile, there are perfectly re- -

spectable precedents for allowing a
recession-combating Budget deficit
bulge. Both the US and UK, stricken
by recessions in their election years,
have proposed temporarily to swell
their deficit-to-GDP ratios up to al-
most 5%.

Two features of the Budget herald
the fulfilment of President F W De
Klerk’s promise of “unprecedented
discipline” on public spending in the
coming financial year.

The first is the looming presence,
detectable in all spending proposals
in the package, of the Department of
State Expenditure. The management
plans that each department has to
submit to the State Expenditure De-
partment will have the force of for-
mal contracts which any spendthrift
department will, clearly, break only
at its peril.

The second is the setting aside of a
special reserve fund of R250m for
civil service retrenchment payouts.

The retention of import sur-
charges is a fortunate convenience to
an exchequer strapped for revenues.
As government found out when the
surcharges were first introduced,

‘they have almost no effect on phys-

ical import volumes. They quickly
developed into revenue-raisers, pure
and simple, as s decided
that they would pay the surcharges
in order to huy the imports.

On this score, the surcharges con-
tinue to generate revenue without
exerting a disproportionately de-
pressive influence on an economy
approaching resumed economic
growth.

There was considerable pressure
on Du Plessis to delay the implemen-
tation of higher excise duties until
the inflationary ripples of such a
measure could be minimised.
Several analysts called for higher
duties to be effective from October
this year, when the introduction of
VAT is due to fall out of the CPI and
trigger a sharp fall in the headline
rate of consumer price inflation.

Du Plessis has declined to accept
this point of view, and R300m in
extra duties are effective from to-
day. The inflationary implications of
this were readily accepted; Du Ples-
sis expects it to add up to two per-
centage points to CPI inflation this
year.

As in previous years, Du Plessis
will also have had to bear in mind the
verdict of the Reserve Bank. Last
year’s Budget came in for some
plain-speaking and not entirely com-
plimentary reaction from one of the
bank’s deputy governors, and the
Bank remains highly vigilant about
the Budget’s fiscal thrust.

eputy Governor Jaap Meijer is
due to give the bank’s first official
reaction to the Budget at a public
forum later today. The Bank’s inde-
vendence as the nation’s monetary
authority is now all but enshrined in
the constitution, and its assessment
of yesterday’s package therefore re-
mains crucial to the setting of mone-
tary policy for the rest of the calen-
dar year.

In terms of the pre-eminence of
the Bank’s self-proclaimed mission
to combat inflation, this may be a
Budget whose fiscal stance is loose
enough partly to neutralise the tight
monetary policy of the past two
years. This, combined with the infla-
tionary implications of the exdise
duty increases, seems to spell an-
other year of reluctant and infre-
quent reductions in nominal official
interest rates.
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ALL taxpalyersgi:;fower llniome brackets will
benefit from the reduction in tax rates, but
married women earning higher incomes are to
face added burdens, tax experts said yesterday.

A married woman earning R50 000 a year
will reduce her tax liability by R610 a year. But
the benefits start declining on a sliding scale
for those earning between R50 000 to R80 500,
Married women earning above R80500 will

pay higher taxes.

|
!
1

BDO Spencer Steward tax partner Matthew
Lester said the fiscus failed to address the
unfair taxation of married women compared to
their husbands.

Married men earning up to R100 000 were.

still paying less tax than married women. A
married woman earaing R50 000 will be liable

ILLIAN HAYNE

for R13 350 tax whereas her male counterpart
will only be taxed R12 600.

“There may be separate taxation of married
women in SA, but separate and equal taxation
of married women has certainly not been
achieved,” Lester said,

KPMG Aiken and Peat tax partner Pat
MeGurk believes Du Plessis did not use the
right tactic to lure married women into the
workplace. .

“There are many highly skilled married
women who do not think it is worth their while
to work because of the high tax rate. The
increase in tax on high income earners will
only entrench that attitude,” he said,
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CAPE TOWN — Furth
fax concessions have been
granted to the country’s
elderly. - . .

The additional rebate for
these above the age of 65,
which was inc inlast
year's budget, is to be
Taised again from R2 100 to
R2500. PRI

In effect this faises the
tax thresholds of the elder-
1y to R24 881 from R22 174
for married people, to
R21429 from R19500 for
unmarried people and to
RI7292 from R15084 for
matried women.

Both spouses are also

. exemption_of

onceassions
V121

now entitled to the R2000
st

"jncome.!

.This m! 2 mar-
ried couple aged over 65,
each having their own tax-

. able income above the
i holds and who are en-
* {jtled to the maximum in-
: terest concession will in
. future attract tax only
* when their joint taxable in-
- ‘come exceeds R46 173
e tth%rm{lﬂl 238.

3 These: ‘dncessions are
g thichst the Exche-

quer R30m this year.
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NEW rules on how lessors can write

les for lessors ﬂ

1317 320) e | €
payable by the lessee, Van Wyk said. ¥
B

Business Day Reporter

3| off leased assets were issued earlier Input tax paid on acquisition of the
3 this week by Inland Revenue. lease -greement or the useful life of  asset by the lessor is not part of. the
#| Until now, taxpayers acquiring as-  the asset, Whichever is the longer “eost” of the asset, as the lessor (if he h
I sets have only been allowed a wear period, 18 a vendor for VAT purposes) is enti- ,
and tear deduction, In determining the “cost” of a  tled to deduct the input tax against} &
Coopers Theron dy Toit tax part-  leased asset on which the allowange any output tax due by him, "’é
ner Koos van Wyk said lessors ae 1, v be based, lessors should keep in Capitalisation of the outpyt tax ang

3

: a privileged position in that this de-  mind the influence of VAT as wellas  the depreciation thereof over the s}
@ duction may be calculated on the  the Provisions relating to anyresidu-  period of the lease will ensure that p]
3| straight line basis on the cost of a al value which must be taken into o Jogeor js only taxed on his get| O
2

i

leased asset over the period of the  account in determining the renta) income, :{‘
Fabric imports push ——r—
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CAPE TOWN — Clothing accessory and erif

textile manufacturer Strebel Group 2;5

slipped into the red in the six months to ¢

-134/06) snd-December as the severe econguiy f,‘f
. downturn and a flaod of fabric imports T4
m took their tol] on the interim performance, i
ta‘}\ urnover dropped 89, which, together a(%
Wwith a sharp decline in margins and a rise Grashics FIONA KRISGH Sooear T i

ofs ' ; in finance charges, resulted in the grou ,l)n'-ﬂ"
10g suffering a ¢ Jogs in earnings a share, Chairman Fred Strebel is not optimistic dif
03 radically down from the previous profitof  apout the next six months, ;g
L 13,3c. « . poo " ;
”( No dividend (3,5¢) has been g eclared, ‘Economic and political conditions re. et

P in bleak with consumer demand de-{ i’
Operating income plummeted to mMmain ; : y
45 000 (R5,I1m) and net nterest paid rove  Pressed, Howeve, i the recommendations ‘;k

of the Hatty Commission ape approved, § be
out an attributable loss of R509 00 (Ra)  S0me relief 1s expeetay Strebel said. }
was notched, At end-December the group He said the group had continyed with its to”
had a gearing of 48%, up from the previous rationalisation and consolidation pro- _E

26%. The current ratio had also deteriora- gramme, the positive effects of which by
ted to 1,81 from 2,31, . would be felt in future, {?
. . - “ ol

i
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LUSAKA — SAB is to buy Zambia Brew. pecial 3 L to the president for i3

eries if negotiations with the Zambian av-  economic affairs Donald Chanda said he | R,

thorities succeeq, had no information on the matter, el

A German magazine, Brewery Monitor, Anglo American Corporation managing | P&,
says that the SA beer giant jg interested in  director in Zambia Anderson Mazoka sajg

i
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acquiring Zambija Breweries' Lusaka he had 1o knowledge of the correspond-
plant.

SAB officials and the Privatisation com-  dent Chiluba,
mittee in Zambia woyiq neither confirm Zambians interviewed yesterday said
s,

Zambia Breweries, and had only “secondhand information”,

168

44740 49647 nor deny the report, the weekly Financia] they welcomed the news.

N9 13156 18565 Mail reported yesterday. “South Africans should set up their own
5 However, in February the SA Business brewery plant in order to offer rea] stiff
Develop 8roup’s publication quoted . competition. We want prices to come

1984 31079 P SAB group internationa) trade manager down,” sajd one beer-drinker, /
——— v | Mike Muir ag saying Anglo American had Muir said opportunities in Zambia were
] written to President Frederick Chiluba ex. attractive but that SAR did not have z
‘ 15000 15000 Pressing its interest in acquiring shares in comprehensive list of these opportunities

$
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LINDA ENSOR

‘CAPE TOWN — The Budget gave no tax
breaks to individuals except the elderly
and for those in the R20000 to R50 000
income bracket, and predictions that
thiere would not be a further reduction in
the company tax rate proved correct.
The rebate for persons over 65 has been
raised to R2500 from R2 100. The only other
significant amendment of the tax structure
l was to bring the tax scale for married women
with a taxable income up to and includi

.____BUD
BT | "

Individuals, business

to burden future génerations with debts to pay
for the profligacy and inefficient economic
i t of this government.”

' R40000 in line with that of married people.

"~ "The top marginal rate for married women
was raised to 40% from 38% and the primary
rebate was raised to R900 from R800.

For companies, the only relief was a down-
ward adjustment in the tax formula rate for the
gold mines and the implementation of the
fourth phase of the surcharge on non-gold
mines. Tax incentives for beneficiation pro-
jects were also broadened.

“This is a bad news budget. Government has
lost effective control of state expenditure and
all South Africans are going to have to pay
dearly for the continuing mismanagement of
our economy by the government,” DP finance

_spokesman Ken Andrew MP said.

“The overall effect of this Budget will be to
}squeeze further current taxpayers further and

Andrew said government was to horrow
nearly R9bn to pay salaries and other current

. expenditure, and future generations would

have to pay for the “extravagance”. He accused
government of living beyond its means. as the
deficit before borrowing was steadily rising.
Andrew said income tax on-individuals
would rise by R6,5bn or 22,5% — ‘nearly 50%
faster than the rate of inflation. He said individ-
ual income tax had risen by an “astonishing”
54% in just two years., - . .
“Government says it wants the private sec-
tor to generate wealth and economic growth,
but it continues to appropriate an increasing
share of gross domestic product GDP for itself.
“This share has increased by about a third
over the past decade and now amounts to about

29,5% of GDP — up 1% since last year.”

1
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care, pre-school child care and elec-
trification. :

DPfinance spokesman Ken
Andrew points out there was also
no mention of abolishing Own
Affairs departments,
~~$This he says could have saved an
extra:billion rand or two.

This:is the amount which it has
cen gstimated was necessary to
utralise fully the effect of fiscal
ag: . .
"EOWAffairs duplications, in par-

icular, affect education and
ealth: S
~On health spending, there was no

_mention of the imbalance between

private anq,rpublic-sector-spending

. Onhealth "

South Africa $hould be moving
towards some kind of national

What Barend should

Bb alzl_t dglg Y

health scheme, daccording To:the . .
Centre for Health Policy-Studies.*

The centre has also estimated that
the government Joses R1,1-billion
to R1,7-billion in potential revenue
through tax rebates on medical
aid payments by employers. ~

Ending these would have. a dual }
effect of taking a step towards
Testructuring health care and gar-
nering new revenue, .~

There was mention of — but no
movement on—a capital trarisfer
tax, a commori tax in other coun-
tries. . B
There was also mention, but
again with no specifics, of cutting
down on tax breaks which erode the
revenue and make tax rates seem
much harsher than they really are.
“-Afwithholding ‘fax was dis-

cussed but not implemented,
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TAXPAYERS got no relief from this
week’s Budget ... and neither should
they expect any next year.

An ailing economy, severe
drought, a plunging gold price and
government reluctance to touch the
political hot potato of Value Added
Tax precluded Finance Minister
Barend du Plessis from making any
significant moves on income tax.
Individuals will therefore be paying
more income tax this year.

The only significant move Du
Plessis made was to trim tax brack-
ets. As part of the equalisation pro-
cess the top marginal rate for mar-
ried women increased from 38 to 40
percent and their primary rebate has
been increased from R800 to R900.
In effect this means only married

woman earning more than R80 500
— the top two percent — will pay
more tax.

Middle-income earners, who Du
Plessis concedes are the hardest hit
by bracket creep, are likely to benefit
from the further reduction in the
number of tax brackets.

Over 65s had their rebates
increased from R2 100 to R2 500.
Married people over the age of 65
will now only be taxed if their annual
income exceeds R24 000 and
unmarried people if it exceeds
R21 000.

On the tax reform front, the trend

Another year of belt-tightening

—that's the Budget medicine

Jor individual tax payers, reports

MONDLI MAKHANYA

towards shifting the tax burden away
from the individual ground to halt
this year as the top marginal rate
remained at 43 percent instead of
dropping one percentage point as it
has done over the past few years.
While Du Plessis’ tax concessions
are projected fo cost government

INorefief on the cards fortaxpayers

1,225-billion in revenue in respect
of the adjusted tax table, the conces-
sions to married women will cost
R195-million and those to senior citi-
zens R30-million.

Du Plessis did nothing to address
the issue of bracket creep — the pro-
cess whereby one moves into a higher
tax bracket every time one’s salary is
adjusted keep pace with inflation,
thus negating the increase. This pro-
cess — also known as fiscal drag —
often leaves individuals worse off
than they were before the increase.

Says Ernst and Young senior part-
ner Charles Mackenzie: “They re

Just sitting and watching inflation
collect the money for them.”

In fact, notes South African
Chamber of Business chief econo-
mist Ben van Rensburg, bracket
creep will earn the government up to
R6-billion this year.

Neither should the individual seek

. solace in the future. Tax rates are

unlikely to alter much in the coming
12 months since the African National
Congress and the Congress of South
African Trade Unions will undoubt-
edly have a say in the next Budget.
Their constituency is mainly-working
class and they are unlikely to have
much sympathy for high-earning
individuals. The drive towards

®ToPAGE 2
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Finance Minister Barend du
Plessis did a lot of things in
the Budget to make people
happy and sad. But here’s
some things he should have
done. REG RUMNEY

reports 20

wﬁ@mﬁba mroE,Q have done ..

WHAT Finance Minister
Barend du Plessis didn’t do
(but might have) is as sur-
€z prising as what he did do.

Let’s start with the obvious.

Du Plessis left the rate of Value
Added Tax at 10 percent — but
announced no zero-rating of food or a
continuation of special temporary zero
rating of basic foodstuffs.

He seems wedded to the economi-
cally correct but politically ham-fisted
way of doing things. Keeping the rate

- at 10 percent while not acceding to
demands for zero-rating will not mol-
lify criticism of the handling of the
introduction of VAT.

A more subtle way of handling the
matter would have been to raise the
rate — but make exemptions for basic
foods. Now he is stuck with lower rev-
enue from VAT. But he cannot raise
the rate for fear of letting loose anoth-
er union-orchestrated VAT uproar.

The lower revenue from VAT has
serious implications for the govern-
ment’s attempt to restructure the econ-
omy more in line with world free-mar-
ket thinking.

Revenue from indirect taxes such as
VAT, the thinking goes, should be
increasingly more important than
direct tax, which decreases incentive
and gives people less discretion about

mrmeap ma
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Sut the ratio of indirect tax to direct
tax fell to around 67:1 in the last fiscal
year, from 84:1 in 1989/90. It is esti-
mated that in the 1992/93 fiscal year
the figure will once again be around
67:1.

So the trend is away from that rec-
ommended by the milestone Margo
Commission of Inquiry into tax and
long-accepted by government.

In Du Plessis’ defence, the amount
put aside to aid those hardest hit by
imposition of VAT on food has been
raised. Du Plessis allocated another
R440-million to Health Minister Rina
Venter’s Nutrition Development
Programme.

But of the R220-million allocated to
this programme last year, only haif has
been spent so far. The programme
attracted criticism when Du Plessis

¥

said last it was aimed at mitigating the
hurt to the poor from VAT on food.
Doubts about the programme’s effec-
tiveness in reaching the poor are not
allayed by there still being R110-mil-
lion in the Kitty.

R440-million may not be nearly
enough and if it does not find its way
to those who need the-aid, it is a vain
exercise.

Du Plessis could have ended the
morally indefensible apartheid in
social pensions, instead of reducing
the gap by 40 percent. The gap
between white and black pensions was
R79, or 33,6 percent. It is still R52, or
17,7 percent, higher than black pen-
sions. It would have been more than a
good gesture to equalise pensions
immediately.

Social pensions are an ‘established
and viable delivery network of aid to
the poor, particularly in the rurai areas
where women and children rely on
often irregular remittances from
migrant workers in the cities. Money
for grannies in black communities
quickly finds its way to a wide circle
of dependants, including children.

In view of the drought, which will
surely keep food prices high, this is
something Du Plessis is remiss in not
considering.

In the business community Du
Plessis surprised observers by neglect-
ing some useful ways of injecting life
into the economy. Supply side moves,
such as cutting direct taxes on corpo-
rations and individuals, went by the
board.

True, there is some much needed
relief for the more poorly paid qu_?
ers. The tax tables have been revised
to neutralise partly the dreaded
“bracket creep” or “fiscal drag™. This
is the phenomenon in.which inflation
pushes taxpayers into ever higher tax
brackets so that they pay more tax
even though their wages are just mark-
ing time whed.adjusted for inflation.

Butsince the “marginal” ortop rates
of tax havé not been changed, fiscal
drag will still hit the higher eamers.

There were no new moves to
encourage fixed investment.

Du Plessis had been expected to lift
“ring fencing” of mining companies,
so allowing them to use tax losses
made on one project for another pro-
ject, or other tax incentives to spur

fixed investment. moﬂ._.o»,.n-n:a__a
euphoria will have to do the job alone-
However, further widening was
announced this week of the the tax
breaks for companies engaged _“=
“beneficiation” for export, that is ¢ :N
export of goods made from mo:%
Africa’s raw material rather than ¢
raw materials themselves, under
Section 37 E of the Income Tax >mw_n
The Budget speech quotes the .wﬂz_m
on the need for vision. Vision 1S e
one thing inconspicuous in -
Budget. For instance, there is 10 B_ "
tion of the possibility of a state ot
tery. The Democratic Party nmza__w o
Tast year that R500-million cou b
raised this way for primary hea
@®To PAGE3
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Lessors beware (3_@

Revenue has changed the basis on which
Jessors of many goods may charge depreci-
ation for tax purposes. Previously, goods that
did not qualify for 20% a year straight-line
treatment under Section 12C of the Income
Tax Act, or 50/30/20 depreciation under
$12B (farming equipment), could be depre-
ciated over periods stipulated by Revenue.

Goods qualifying for S12C are essentially
plant ahd equipment used in manufacturing,
hote} equipment, and plant used by agricul-
tural co-operatives.

If the lease agreement provided for a re-
sidual value, this was added back as a re-
coupment at the termination of the lease, as
income in the hands of the lessee.

Practice note 15 of 1992, issued on March
16, deals with depreciation procedures under
S11(e) of the Act, which covers all goods not
covered by S12C or S12B. It also records
formally the periods of depreciation under
S11(e) that have been used in practice.

Lessors must now calculate the value of
the goods (net of the recoupment) at the
start of the lease, and charge depreciation on
that net value. The change will harm cash
flows. It was self-evidently more beneficial to
enjoy depreciation on the gross value of
goods up front and suffer inclusion of the
recoupment at the termination of the lease.

KPMG Aitken & Peat tax partner Alister
MacKenzie says Note 15 claims that the
S11(e) deduction is governed by S23A. In
effect, S23A caps the total deduction that
lessors may claim under S12C and other
categories, by stating that it must not exceed
the taxpayer’s rental income.

Despite the practice note, MacKenzie ar-
gues that rental income from S11(e) assets
does not fall within the S23A definition of
rental income. Hence, theoretically, the
S11(e) allowance is unlimited. In practice,
though, care should be exerised in applying
this argument, and taxpayers should apply
for rulings on the deduction benefit they can
obtain — bearing in mind the discretionary
nature of allowances under S11(e). ]
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More tax tsg'?'L pr(’n})/erty own

CAPE TOWN — The.im-
position of increased
transfer duty on proper-
ty transfers will affect
the individual property
owner, according to the
president of the Char-
tered Institute of Man-
agement  Accountants
and managing director
of Seeff Trust (Pty) Ltd,
Mike Flax,

The transfer of com-
| mercial property was
generally zero rated so
most of the
R160 million expected to

92 (¥

be raised from this
would be pajd by individ-
uals, Mr Flax said,
“Althongh we all ex-
pected an increase in the
fuel levy, this is rather
inflationary. However,
the lesser increase in
diesel levies and the ad-
ditional rebate to farm-
ers was welcomed.”
Business in general
would regard the Budget
in a positive light and
as mildly stimulatory in

that it would not discour- |

age investment .— Sapa.

ot
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By Paula Fr. .
Consumer Report r;ZO
Consumer organisations
have reacted with alarm to
the Government's failure to
announce in the Budget the
extension of the temporary
VAT zero-rating on nine
basic foodstuffs.

Finance Minister Barend du
Plessis announced on the eve of
VAT's introduction on Septem-
ber 30 that certain products —
samp, powdered milk, mealie
rice, whole mealies, dry beans
(including soya beans), lentils,
fresh milk, canned pilchards
and rice — would be zero-rated
until March 1992.

Major consumer bodies, the
ANC and the VAT Co-ordinating
Committee (VCC) had hoped
that the Government would
consider extending the tem-
porary zero-rating.

National Black Consumers
Union president Nonia Rampho-
mane yesterday said the union
was extremely disappointed
that the Minister had not ¢lari-

zero-rati

Nell Coleman ... “‘underhand
manner”’.

fied the position of the tempo-
rarily zero-rated items.

“Since last year we have re-
peatedly asked the Government
to cushion the effect (of pover-
ty) on the less well-aid and the
unemployed. Unfortunately, the
Minister has done nothing.”

Mrs Ramphomane believed
the VCC would now intensify its
campaign for an extension of
the zero-rating on the nine food-
stuffs as well as other items.

- Housewives League president
Lyn Morris noted that the Gov

s 2of)] 2

ng con

ernment had until March 31 to
extend the exemption. “To lose
those will not be good for the
consumer,” she said.

Cosatu spokesman Neil Cole-
man noted yesterday that the
Minister had omitted, in an “un-
derhand” manner, to tell the
public that the exemptions
would be lifted. While this had
been announced last year, it
was never confirmed, he said.

“By glossing over this, maybe
he believes the public is naive.
But people haven’t forgotten.
We demand immediate negotia-
tions around food prices, the
zero-rating of basic foodstuffs,
and the question of zero-rating
medicines, medical services,
electricity and water.”

He said there seemed to be no
coherent approach to address-
ing poverty and starvation.
While the Government announc-
ed a R440 million poverty pro-
gramme on the one hand, it took
away zero-ratings on the other.

Although the SA National
Consumer Union welcomed the
unchanged VAT rate, it regret-
ted that the temporary zero-rat-

Barend’s failure to extend
demned

Lynn Mortls ..
goo

. “will not be
4"

ing of the nine basic foodstuffs
had been terminated.

“Consumers not only hoped
that the exemptions would be
made permanent, but that they
would be extended to include all
basic foods, medical services
and medicines, water and elec-
tricity,” said Consumer Union
chairman Lillibeth Moolman.

The ANC regretted that plans
to exempt basic foods had not
been mentioned. Lifting the
temporary exemption would
have “very detrimental effects
on the incomes of the poor”.
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Representations from or-
ganisations for Value
Added Tax on medical
services to be removed
were not being consid-
ered at this stage, Minis-
ter of Finance Barend du
Plessis said in the House
of Assembly yesterday.

Replying to a question
by Mike Ellis (DP Dur-
ban North), he said the
representations did not
appear to relate specifi

- cally to medical services
for pensioners alone.

/» Mr du Plessis said
more than 80 percent of
the population received
treatment in State-fund-
ed hospitals, where pen-
sioners and others paid
nominal charges which
were exempt from VAT,

Pensioners in the
higher income bracket
were entitled to income

cal expenses.

People aged 65 and
older could claim all
medical expenses as a
tax deduction.

Mr Du Plessis said the
Medical Association of
South Africa (Masa) had
initially requested a
zero-rating on all medi-
cal services. This could
not be accommodated
because it would have
reduced the tax base,
and general practmon-
ers, who previously paid
GST on purchases, would
be placed in a better po-
sition.

Masa then indicated

* that it preferred the

standard VAT rate to an
exemption and this
course of action was ac-
cordingly followed. —
Sapa.

~—— ne
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Revenue’s righlstMofs Jie

A company in financial difficulties will not be
relieved of any part of its tax burden on the
ground that it has reached a compromise
with creditors. The Cape Provincial Division
of the Supreme Court has decided that Rev-
enue cannot be bound by “schemes of
arrangement” in terms of section 311 of the
Companies Act.

Werksmans partner Ira Epstein says a
private company, Namex, had been placed in
provisional liquidation. An offer, by a third
party to the company and its creditors, was

C O Nt AMML >
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approved under section 311 by the Wit-
watersrand Local Division of the Supreme
Court. (Section 311 compromises are useful
both in certain classes of takeover and where
a company is in financial difficulties and a
purchaser of the shares wishes to obtain
control of a company unburdened by debt
previously incurred.)

Subsequently, Revenue issued an addi-
tional assessment for a fiscal year preceding
the date on which the offer was approved.
The company argued that Revenue’s claim
had been dealt with in the same way as other
claims, in terms of the offer. However, the
court states that it is impossible to imagine a

situation where the proposer of a scheme of
arrangement could acquire Revenue’s rights
to claim income tax. :

The Cape Supreme Court found Revenue
bound by the Income Tax Act to collect taxes
due and these rights and duties cannot be
transferred to another person. So it could
never be empowered to accept part payment
and release the debtor company from the
balance of its claim, as if he were an ordinary
commercial creditor.

The court found, moreover, that it could
never have been the intention of the parties
to the scheme to regard Revenue as a credi-
tor. And neither the definition of “claim” in

the particular scheme nor its wording could
bring Revenue within its scope.

Decisions of a provincial division do not
constitute binding precedents for other pro-
vincial divisions and can always be over-
turned by the Appellate Division. Neverthe-
less, the decision is an important one and
could be followed. )

Creditors or third parties whoput forward
Section 311 schemes may find it"more diffi-
cult to reach a compromise if Revenue’s
claims have to be excluded. In the past,
Revenue’s claims were either paid in full or
dealt with (unchallenged) on the same basis
as those of other creditors. ]
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LEADING members of SA’s engi-
neering fraternity are demand-
ing that Trade and Industry Min-
ister Derek Keys lift the veil of
secrecy covering 84 projects paid
for with taxpayers’ money in the
form of non-repayable grants to
private companies.

Engineering News reports this
week it has sent a 400-signature peti-
tion to Keys demanding details of 73
projects on which about R41,8m of
taxpayer’s funds have been spent so
far, and for which another R200m has
been earmarked over the next five

ears.

The publication’s editor Martin

S

1ast night the funding was part of the
Tnnovation Support Scheme for Elec-
tronics, announced two years ago.

Through the scheme, Trade and In-
dustry undertakes to put up §0% of
the development costs of a project,
Yrovided the project was for a new

nvention which would give a local
company a competitive edge in dom-
estic and foreign markets.

“We cannot disclose project details
as then competitors would hear about
the projects, and the entire purpose
of the support scheme would be de-
feated,” Smith-added.

B Trade and Industry was

Creamer said in a stat t yester-

day that for more than two years:

Engineering News had requested the
names of companies which had re-
ceived, and would receive, non-re-
payable ‘grants. 8o far only sketchy
details of the spending of R2m on i1
projects had been forthcoming,

The petition, it was hoped, would
elicit further information on the re-
maining 73 projects. Creamer said
the 11 recipients known so far had

1 d only “puny

“Our objections centre on the re-
fusal by government to allow a free
flow of information relating to state
expenditure, to the fact that the iden-
tity of recipients is revealed fo tax-
payers only when the ‘final milestone
payment’ i claimed,” he said. If re-
cipients did not claim the “final mile-
stone payment”, then their identities
might never be known, he added.

Department of Trade and Industry
chief director for technology and in-
dustrial strategy Hennie Smith said

providing only 50% of the develop-
ment funds (in fact, it has given up to
only 37% in the past), It did not have
the right to disclose project details.
That was the prerogative of the firm
undertaking a specific project.

Smith said funding was made in the
form of non-rapayable grants instead
of on a loan basis for two reasons.

Firstly, a similar scheme in
France, which operated on the basis
of grants being repayable if projects
were successful, and written off if
they failed, encouraged some firms
to declare their projects failures.
They would then enter the market
with a derivative product, and thus
avoid having to repay the grant.

Secondly, SA’s Treasury was able
to recoup the grant ontlay through
company and other taxes on the pro-
fits of succesful projects, and was
able to obviate spending on unneces-
sary red tape and project policing
activities, said Smith.




yester g
a iversaryOI
of Co

stilffs,
of thiS (mﬂl

embers if
basic food-




LEADING ARTICLES

THE BUDGET

Could this be Barend’s last stand?

214 -
IF SO, IT'S A PITY IT WAS SUCH A NON-EVENT '™ 2O H@Q

Coming after white voters’ sweeping endorse-
ment of reform, Wednesday's Budget was
bound to be an anticlimax. In the event, this
was not only because the referendum result
was a hard act to follow but because the
Budget was little more-than a housekeeping
operation. Finance Minister Barend du Ples-
sis had already signalled this when he said
carly on Wednesday that the Budget would

changes to policy so close to the creation of
an interim government, says Wits’ Merton
Dagut, he could have outlined the steps
needed to solve the deep-seated structural
problems in thié economy and highlighted the
dangers of attempting to deal with them
through short-term measures.

Du Plessis’ handicap of course is the poor
economic record of his own party, which has
i d fiscal policy for so long and

not disturb the “delicately poised
situation.” .

What the economy needs, of course, is a
radical revamp.

However, within the parameters of the
negotiations at Codesa and in the face of
vociferous opposition from extra-parliamen-
tary organisations to any “unilateral restruc-
turing,” Du Plessis presumably felt he had
no option but to take a neutral line. He may
well see himself as a caretaker, so confined
himself to minor adjustments to the Exche-
quer Account balance sheet.

But if this is in fact Barend’s last Budget,
he missed the opportunity to present a case
for sound economic management. Though he
may not have felt free to make radical

LEADING ARTICLES
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undermined its own credibility; but he could
have passed on to his successors the benefit
of experience — his eight years in office and
along line of predecessors who experimented
with a variety of interventionist measures.
Perhaps, after the referendum campaign,
Du Plessis had lost his flair for drama.
What he achieved was a Budget described
by economists as mildly stimulatory, The
deficit of nearly R16bn, is 4,5% of GDP,
considerably higher than last year’s budget-
ed 3,4% and marginally higher than the
actual 4,3%. The net borrowing requirement
is lower at R13,2bn because R2,7bn is fund-
ed from the NSPF and CEF. This amounts
t0 3,8% of GDP — almost the same as the

revised ratio for 1991-1992.

With loan redemptions of about R5,3bn,
the gross borrowing requirement will be
R18,5bn, “to be financed chiefly from dom-
estic stock sales of about R18bn, including
expected new investments of R10bn by the
Public Investment Commissioners. Foreign
financing is estimated at about R500m.”

This should not unduly strain the domestic
capital market.

From a macro-economic viewpoint,
though the deficit is excessive in relation to
the IMF guideline of 3% of GDP, it comes at
a time when demand has been low and the
recession protracted. So it is not expected to
cause a sudden surge in demand.

But several aspects are worrying. One is
that R1bn is being brought forward from the
surplus (after borrowing) generated in the
previous fiscal year. That means money re-
moved from the system in 1991-1992 will be
returned to it in the year ahead, Excessive
liquidity has bedevilled monetary policy for
more than 18 months now and will presum-
ably continue. This will hold interest rates
higher than they wouléi_%he ise have been.

.
N .

Another R2bn of the loan surplus was
transferred to government pension funds to
be reinvested with the Exchequer. The full
balance of R3,8bn in the Stabilisation
Account is to be transferred to the Contin-
gency Account to reduce the shortfall on the
forward cover account.

The second area of concern is that the
eventual deficit may prove to be even higher.

Expenditure is budgeted to rise 16,5% to
R100bn and revenue 15,7% to R84,8bn.

Government’s record on spending discipline /|
does not inspire confidence — it may over- *
shoot yet again. And revenue estimates may
well be optimistic, says Senckal Mouton &
Kitshoff ist Louis Geldent ys.

This fiscal year tax revenue is expected to
be. R.l,sbn less than originally budgeted,
bringing the revised estimate to just over
R73bn — 9,65% above actual collections in
the previous year.

While there is a reasonable chance of

economic recovery later this year, the chance
that it will improve enough to yield the
revenue Du Plessis wants is less than reason-
able,
The third problem about a deficit which is
ive by IMF standard is that it may
prove self-perpetuating. Government expen-
diture tends to snowball because each year’s
projections are based on the previous year,
while revenue collection is at the mercy of

economic activity,
4 condinnl —

PTO -
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TAX CHANGES

Fiscal drag lives!

Tox tables in the Budget (see “What you will
pay”) blandly assume a 10% increase in
earnings. But as Deloitte tax partner Willem
Cronje points out, inflation is around 14%.
Anyone who has achieved a salary increase
of this or more is still subject to fiscal drag.
This is borne out by government’s budgeting
for no less than a 27% higher tax take from
individuals! Not much of this, argues Cronje,
could be drawn from an increase in the
number of earners.

Kessel Feinstein tax partner Ernest
Mazansky notes the increase in the maxi-
mum marginal rate on married women —
40% of taxable income in excess of R50 000
— is in line with the intention government
stated three years ago to tax married women
at the same rate as single people.

This intention was stated simultaneously
with that to reduce the maximum marginal
rate on individuals to 40%, on taxable in-
come above R100 000 in 1989 values. Mar-
ried women’s tax has been hiked but the
other half of the equation has not been im:
plemented. As a matter of principle, though,
the reduction in the number of bands is
welcome. . :

Failure to reduce company tax rates, even
nominally, is a -disappointment, says Ma-
zansky. It is conventional wisdom inter-
nationally that an important way to stimu-
late growth and employment is to lower tax
rates. If government still intends to meet its
aim of a 40% corporate rate by April 1 1994
it will have to cut the rate by 8% in the next
two Budgets. He doubts this is possible.

Mazansky says many foreign investors are
horrified at the large differential between
our rates and those in their home countries,
which makes them resort to stratagems such
as transfer pricing to shift profits from SA
abroad. This places an additional strain not
only on government revenues but also on the
foreign exchange reserves.

The proposal to revise deductions allow-
able for aircraft, says Mazansky, conforms
with government’s continued concern with
avoidance. Cronje can’t see much national
benefit in aircraft ownership, anyway.

Mazansky notes that the Tax Advisory
Committee is considering relaxing the re-
quirement that expenditure, to be deduct-
ible, must be wholly or exclusively laid out
for the purpose of trade. This no doubt fol-
Jows the Appellate Division’s harsh decision
in the Solaglass case, which hit the deduc-
tibility of interest payments within a group.

As a general principle Mazansky now sees
no reason for a minimum tax on companies,
after the almost total removal of special tax
concessions which led to an effective tax rate
lower than the nominal rate.

Cronje notes the comment that govern-
ment is working towards a self-assessment
system. Despite the removal of many com-
missioner’s discretions, there are still far too
many to make self-assessment feasible.

. Cronje adds that the idea for a capital
transfer tax to replace both estate duty and
donations tax goes back to Margo. A flat
rate need not be opposed. However, aggrega-
tion of all capital transfers by an individual
at a sliding scale could tempt government to
establish an undesirably high maximum. B

LIFE ASSURERS@

Relief for funds?( &>

Fon 20 |2 1L )
Life assurance policyholders could have their
I payouts t d hand ly as a

sequel to the Budget.

Finance Minister Barend du Plessis indi-
cated that government would study and de-
cide later whether to accept recommenda-
tions from a committee headed by his special
adviser, Japie Jacobs. These are firmly based
on the principle that life offices act as trust-
ees for policyholders’ funds — a principle
which Du Plessis has endorsed.

The most significant change, assuming
government accepts Jacobs’ reasoning, is

—e—
1991-92
Budgsted
Rm
Inland Revenue
Income tax on:
Individuals ....... 29139
Non-mining comp: 13713
Gold MiNes ..eeewees 490
Diamond and other mini 1225
VAT/sales tax ... 19444
Gold mine leases 140
Stamp duties . 855
Transfer duties 675
Other 1165
Total 66 636
Customs and Excise
Customs duty ... 2636
Import surcharge 1409
Excise duty 3555
Fuel lavy ... 4520
Ordinary levy . 11
Miscellaneous 233
Total 12463
Lesss Customs Union payments.. 4233
Total 8230
Tota! Revenue 74 866
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Jacobs wants at least the first two dis-
crepancies removed. He also recommends that
life office funds should be divided into three:
corporate funds, subject to the company tax
rate; the policyholders’ fund, taxed at the
average marginal income tax rate of individual
policyholders; and the non-taxable fund {pen-
sion, provident and annuity business).

Three cheers

The three-fund approach is applauded by
life offices. The two largest, Old Mutual and
Sanlam, theoretically have no corporate
funds on which to be taxed but have agreed
that a defined (still to be argued) proportion
of their considerable free reserves could be
treated in the same way as a corporate’s
shareholders’ funds.

Jacobs’ report, included in the Budget
review, does not mention the expenses issue.
It has been suggested that if all life office
expenses were treated in the same way as
other commercial ventures, it would leave
too big a hole in tax collection, But Wessels
believes the problem lies in definition; with-
out precise definition, there would be a temp-
tation to allocate the maximum expenses
possible to the taxable funds.

Wharton-Hood says the benefits of the
dividend and “average” tax proposals will be
major — if government accepts them — but
cannot be quantified easily, Abri Meiring,
Old Mutual manager, legal services, adds:
“It brings stability to life office taxation.
Previous Budgets have changed the rules
every year, so we're delighted.”

Jacobs’ committee was set up after a
building society lobby, led by United’s Piet
Badenhorst, protested that the playing fields
were not level: life offices had advantages
which drained savings away from the short-
term deposit-taking institutions. Called the
Committee on Promotion of Equal Competi-
tion for Funds in Financial Markets, it has
now come up with a proposal which had life
assurers baffled after the Budget.

“The complaints of unfair competition by
deposit-taking institutions involve largely
the investment instruments marketed by life
assurers by way of the taxable fund (accord-
ing to the trustee principle). In this regard
the committee recommends that deposit-tak-
ing institutions (DTIs) should be permitted
to establish subsidiaries to market such pro-
ducts under the same conditions,”

That would not prompt a rush of banks to
take out insurance licences. To take the top
quadrant of the life office-banking sector:
Old Mutual controls Nedbank; Sanlam until
recently controlled Bankorp; Liberty posts
dividends to Standard; Southern and FNB
are partners; Momentum was, until two
months ago, an Absa subsidiary, and Absa
still owns United’s and Allied’s insurance
arms, with interests in Sage Life and CU
Life; and Fedsure is forging closer links with
Investec.

Though surprised by the recommendation,
Meiring says it may be intended to allow
DTIs to enter the sinking fund business gen-
erated mainly by municipalities, most of
which has gone to life offices. ]
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a non-evenf
says Kruger

- SHARON WOOD

STELLENBOSCH' — The
tax proposals in the 1992/93
Budget had 'been a non-
event because there were
no  earth-shattering
changes, Deloitte Pim
-Goldby director Des-Kru-
ger said at a Bureau :for
Economic Research Bud-
i get presentation yesterday.
It was worthwhilé Took-
ing at what'- had not |.
clianged, he said. i
The company tax rate
had" remained unchanged
which put SA at'a disadvan-
tage comp: with of
countries. ?7% Zzz
The blg surprise " h
been no tax on dividends.
< A capital gains tax had
not been introduced but Du
"Plessis had indicated that a
capltal transfer tax was be-
-ing looked at, which was
almost. the same, ,
llenbosh Umversny
nomics professor Ben
'Smit ‘gave econornic fore-
casts for the year ahead.
The prime overdraft rate |
was expected.tofall to 17%
by:year-end, but real inter-

at about 4%.

) ’S it forecast &'fall in in<
tion: from 162% to 12%
the 'year" end.-

While .growth  this year |
would remain low, a 3%-
4% growth rate during 1993
was not impossible pro-
vided the agriculture prob-
lem was sorted out, inven-
tories were built up and the
international econoiny

picked up, he said.
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CLAIRE GEBHARDT

“‘Weekend Argus Business Reporter

/NINE days from now the poor will
~once again pay VAT on eight basic
- foodstuffs — rice, samp, mealies, dry
" beans, lentils, canned pilchards and
fresh and powdered milk.

A source from the Cape fishing in-

- dustry emphasised the need for the
.zero rating on canned pilchards to

remain as consumers’ ability to ac-

- quire other protein-based foodstuffs

was being limited by the drought af-
fecting agriculture.

Currently canned pilchard produc-
tion stands at 60 000 tons a year and
has a retail value of around R360
million.

This week a leading tax expert
warned that the government faced a

fa

classic revolutionary situation where
people_could start refusing to pay
taxes. Mr Pierre du Toit, senior tax
partner at Arthur Andersen, said the
government should take heed of po-
Titical protest marches on the budget
tax. He told delegates to the Sanlam-
/Wits Business School budget review
that GST had been totally discredited
and this had precipitated the switch-
over to VAT.

“VAT.-is basically a good tax and
theorétically we need a broad base
with no exemptions but its introduec-.

tion was politically,bungled.

Tt isbad ‘to Subvert a tax base but
political acceptance might have to be
bought for VAT.

“The perception that VAT was un-
acceptable began when the govern-
ment failed to deliver on poverty re-

lief which was woefully little,
+ implemented too late and didn’t
- reach those in need.”

Mr Du Toit warned that if VAT be-

came politically unacceptable, and

. GST had already been discredited,
the country would be in an invidious
position — “no state can work with-
out indirect taxation.”

He said the authorities were in-
creasingly out of touch. “We have not
resolved this problem and yet the
zero-ratings on food will fall away on
the 31st of this month and there is no
question of any more zero rating.

“We may have to compromise on
theory and have zero rating on abso-
lute necessities.

Mr Du Toit said the fuel price in-
crease was cause for concern be-
cause of its-inflationary effect and

¥
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demonstrated how out of touch the
government was with the new politi-
‘cal environment.

«The Minister of Finance, Mr Bar-
end du Plessis, has said that the con-
sumer can avoid this tax by going to
the supermarket three times a week
instead of five. N

«He also said that South Africans
did not need one car per person to
get to work.

«But he overlooks the fact:that the
‘great majority of Sowetans do not go
fo the supermarket even once a week
because they have nothing to spend.

«And if he looked at the road be-
tween Soweto and Johannesburg he
would see 16 people crammed into
every vehicle.” .
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TAX experts dispute official claims that individual
taxpayers will benefit by R1,228 billion from a
Budget proposal to reshuifle tax brackets to com-
pensate for fiscal drag (inflation).

Syfrets economist Mrs Elmien de Kock says the
proposal about individuals’ income tax will not
provide any real relief from fiscal drag — as evi-
denced by Finance Minister Barend du Plessis'’s
expectation of a 27,5 percent increase in individual
tax receipts.

Examples of the effects of the changes, assum-
ing a salary increase of 15 percent, are as follows
for married people:

Taxable Income Tax Rate %

R30 000 . Unchanged at 20
R60 000 Up from 27,8 to 29,1
R120 000 Up from 35,2 to 36

“rhe Budget grovides no relief for a battling
consumer as, added to this burden, are the 8c a hi-
tre petrol price. increase and additional transfer
duty on homes,” said Mrs De Kock. °,

Moreover, the reduction in the nul iber of tax
bands has created a umber of amonalies, says Ai-
ken and Peat tax partner Mr Pat McGurk.

This is clearly shown with married women,
whose tax bands were reduced from 15 to 10.
There is now only one band, for exarople, instead
of two bands from R40001 to R45000 and from
R45 001 to R50 000. o

"The yo-yo effect of tax savings as é;;result, he
says, is:

Taxable Income Savings equal

R40 000 9

Ri45000 R675 (down R50)

R50 000 R775 (up R100) v
55000 HeTS (down RI00)

wphe differences are even more markéd in the
case of married women,” says Mr MeGurk.

Concessions t0 married woman aré offset by bad
news which leaves them worse off, he says.

They will pay more tax because their marginal
raté has increased from 38 to 40 percent.

For example, a woman earning_R120 000 will
now pay R4l 350 tax compared to R40560, a two
percent increase. %

Although the marginal rate is lower at 40 per-
cent, it is reached at a Tevel of B50 000/ compared
to R80.000 for a ‘married.man, he says.




HEAVY corporate taxes are deterring for
vestors from developing busimcss in Souf ica,
according to tax consultant Rob Stretcl

In addition, Mr Stretch, Natal tax par ith
Ernst and Young, warned business to be prepared
for several more tax amendments by mid-year.

He told-delegates to a Budget seminar this week
to be prepared to see VAT rise from 10 percent to
16 or 17 percent within four years. sH

Arguing in favour of relief for new an
business, he said that while the nominal company
tax rate had been cut from 50 percent. 648 per-
cent, changes to certain allowances had pushed the
effective rate from 40 to about 46 percent.

“This compares with rates like 34 percent in the
US, 35 percent for established business in the UK
and 25 percent for new business, 37,5 percent in Ja-
pan and 36 percent in Germany,” he said.

Mr Stretch said the government was .about to
start investigating in earnest a capital gains tax to
replace fax on donations and estates.
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MR NELSON Mandela, ANC
president, threatened yesterday
to “destroy the economy” with
mass action if necessary to halt
the extension of VAT to basic
foods.

The government plans to add a
10% value-added tax from-March

' 31 to many basic foods that have

been exempt from taxation.

Mr Mandela, speaking to about
300 mainly black pensioners at
an anti-tax rally at the Metropoli-
tan Methodist Church in Cape
Town, said it was the ANC’s duty
to protect the poor and it would
use unprecedented protests to
stop the tax, “even if we destroy
the economy”.

He said the protests would be
more crushing than a nationwide
two-day strike in November that
virtually brought the country to a
standstill. The strike was called
to protest the replacement of
GST with VAT.

When government leaders
made decisions such as imposing
new taxes, they should not only
consult the ANC, “they must get
our express approval,” Mr Man-
dela said.

During an earlier speech to
businessmen and diplomats, Mr
Mandela said nationalisation re-
mained an option but was con-
tinuously being reviewed in the
light of opposition from local and
foreign investors.

“The ANC has no ideological
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INAUGURATION ... ANC deputy president Mr Neison
Mandela yesterday at the inauguration of Alexander Sin-
ton High School's ecological project.  Pictre: STEWART COLMAN

operation of big business and
foreign investors,” he said.

He urged business leaders to
offer alternatives to nationalisa-
tion to redress the inequities be-
tween black and white wealth.

© Thousands of workers yester-
day besieged central Durban and

attachment to nationalisation,
and we have to be realistic.

“As long as nationalisation re-
mains our official policy it is not
going to be possible to get the co-

pledged to occupy factories and
firms if demands for a restruc-
tured budget and amendments to
VAT were not met by the govern-
ment.

The marches were organised
by the ANC/SACP/Cosatu tripar-
tite alliance.

“This budget is a rich man’s
budget, and we are still hungry,”
said the ANC’s Mr Dumisani Mak-
haye.

A memorandum was handed to
the local Receiver of Revenue for
distribution to the State Presi-
dent and the Minister of Finance.
; Sapa-AP and Own Correspon-

ent




‘Mandela says

tax on food. 2,

will be fou

AFRICAN National Con-
gress leader Nelson Man-
dela has threatened to “de-
stroy the economy” with
mass action if necessary to
halt a planned tax on basic
food.

The government plans to in-
troduce VAT on many basic
foods that have been exempt
from taxation until now.

Mr Mandefa told a cheering,
toyi-toying crowd of 700 at the
key West Coast town of Sal-
danha that if the government
remained silent on this issue it
would cause turmoil. “We can.
not fail to protect our people,”
he said. .

Mr Mandela said the govern-
ment decision to impose tax on
basic foodstuffs had been dis-
cussed at length last year with
the State President and Fi-
nance Minister Barend du Ples-
sis where the problem of pov-
erty and unemployment had
been clearly spelled out,

“Now we have a serious
drought and seven million of
our people are out of employ-
ment — where are they going
to get money for food?”

The drought was virtually
doubling up the price of food in
rand terms and mnsolvent farm-

ers’ labourers were joining the
unemployed in large numbers,

“It is a serious situation. We
say to Barend du Plessis that
to tax food is looking for trou-
ble. He is provoking our people.
lIi; is a situation we cannnot al-
ow.

“If the ruling party carries

out the threat of taxing basic
foodstuffs on March 31, we
must let them know we will hit
the regime and industry very
hard. If they close their mouths
they will cause turmoil. We
c?nnot fail to protect our peo-
ple”

Mr Mandela was introduced
to the rally by the chairman of
the Western Cape region, Dr
Allan Boesak, who said he had
brought Mr Mandela for them
to see so they would recognise
him as being their man when
he sat in Tulynhuys. the State
President’s office.

Referring to the past refer-
endum he said; “It is the last
time whites will say anything
without us; next time we will
all say it together.

“That white president sitting
in Tuynhuys and that white
government sitting in parlia-
ment will be the last.”

Mr Mandela also identified

t

of ¢
grappling, and offered to head

a delegation to President De |,

Klerk. “'m not prepared to see

any junior ministers anymore.”
Black fishermen, meaning in |

this case particularly coloured

people, who were fortunate

enough to be able to work and

cateh erayfish, sold these to the .

industry at 29c a kilogram.

“But’the industry sells that |

same kilo for 29 dollars. What

exploitation! That is a situation )

of great concern to us.”

Mr Mandela said local lead-

ers had seen the most influen-
tial firms in the industry and
representatives of government,
including the responsible min-
ister, to make the most urgent

representations to solve this |

problem.

“But we are dealing with a |

regime that has no interest
whatsoever in our people. They
say of black fishermen who
cannot make a living from the
sea...it’s their problem.

“There is this question of a |

quota, Black fishermen are not
allowed to have one and that,
too, is matter that must be
fought.” ~ Sapa.

the Klight of fishermen as one |
e major problems of the [
area with which the ANC was |
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HILE many

people might

have breathed

a sigh of relief
that no capital gains tax
was introduced in this
years' Budget, don’t re-
Joice too soon, .

A Government task-
force headed by the Di-
rector of Inland Revenue
Trevor van Heerden is
currently investigating a
form of capital gains tax
to replace estate duty

FINANCE smi ;@
and donations tax.

This was confirmed
yesterday by the Minister
of Finance Barend du
Plessis.

Addressing the Johan-
nesburg Press Club he
acknowledged that such

an investigation was cur-
rently underway, but said

- he doubted that such a_
-tax would be introduced:

n ‘shou

ST

However, when
pressed by questions
from the audience, he
said that he could not
guarantee such a tax
would not be introduced,
either by the current
Government or by an in-
terim government.

‘}Overseas experience
has shown that a capital

- gaiis tax is not a particn-
;larly efficient tax and
. does not generate a great

deal of revenue for gov-
ernments,” he said.

An announcement in
this regard can be ex-
pected “within the next
month or two”, a source
told YOUR MONEY.

This view is reinforced
by statements made by
Rob Stretch, a tax part-
ner at Ernst and Young
whe warned business
Ppeople not to be compla-
cent about the new Bud-

St P

I,g_ n;gtgéitl)brgathe easy yet’

get but to be prepared for
several more amend-
ments by mid-year.

Stretch told seminar
delegates the Govern-
ment was about to start
earnest investigation of a
capital gains tax to re-
place tax on donations
and estates,

It would apply to prop-
erty and marketable se-
curity (listed shares)
sales and would be in
force “within the next

. two years”,

Stretch told delegates
that with the establish-
ment of an interim gov-
ernment “in the foresee-
able future”, it was as
well to consider ANC at-
titudes towards tax.

Piggyback

The organisation had
realised that a wealth tax
was a disincentive to say-
ing which would not
achieve its desired affect,

However, it was ac-
tively looking at a “na-
tional land tax” which it
wanted to “piggyback” on
municipal rates with the
revenue going to State
coffers. :

Also on its agenda was
a minimum tax on com-
panies to get around the
disincentives to profit-
ability in company tax.

He warned delegates to .
a Budget seminar given
by his firm that VAT
could rise from the cur-
rent 10 percent to 16 or
17 percent within three or
four years.
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and donations tax.

This was confirmed
yesterday by the Minister
of Finance Barend du
Plessis.

Addressing the Johan-
nesburg Press Club he
acknowledged that such
an investigation was cur-
rently underway, but said
he doubted that such a
tax would be introduced,
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larly efficient tax and
does not generate a great

4 ot b

athe éésy’ yet’

An announcement in
this regard can be ex-
pected “within the next
month or two”, a source
told YOUR MONEY.

This view is reinforced
by statements made by
Rob Stretch, a tax part-
ner at Ernst and Young
who warned business
people not to be compla-
cent about the new Bud-

Stretch told seminar
delegates the Govern-
ment was about to start
earnest investigation of a
capital gains tax to re-
place tax on donations
and estates,

It would apply to prop-
erty and marketable se-
curity (listed shares)
sales and would be in
force “within the next

twoyears”,
.| . Stretch told delega
| that with the establish

organisation had
realised that a wealth tax |
| Was-a disincentive to sav- |

|-: The

ing: which would .not
achieve its desired affect..
- ‘However, it' was. ac:
| tively-looking at a “na-
tional land tax” which it,
" wanted to “piggyback”-on'
municipal rates With the:
revenue. going to Staté’
‘[.coffers, - "
“[:.- Also,oriits agenda. was
2 minimum tax on.com:_
panies to get around the
“disincentives ‘to profit-
ability in company tax, "
"He Warned'delegatest, :
- Budget seniinar ‘given’
' by’ his firm ‘that VAT:
could rise from ‘the eur-"
“rent 10 percent to 16 or
‘ hmthree}or_l

17 pércent withi
! fgur‘years. o




s

vision
irage

HAT a week it was, A referendum:'a;xd a
Budget on top of each other, On Tuesday,
ballot fhor:'fes‘we:,'l(.eh st;lffed with votes in fa-
., .Vour of reform. The long-term significance
of this is-very difficult to calculate, but g;en;erally
speaking, it's bound to be very positive. . , . - -
.- Had it been a “no” vote, the consequences’ would
have been fairly straightforward: a long decline into
ﬁnﬁncxal stagnation and poverty, , . |
lowever, joy over the outeome of ¢
was short-lived)t Fhe referendum
On Wednesday we had a “no” Budget.
It was a Budget that refused to lower income taxes
for individuals and companies. . e
It said “no” to economic growth, foreign invest-
ment, lower inflation and a reduction in the Govern-
ment’s share in the economy. oot
Several analysts deseribed it as an unimaginative
tand un;re?;ive lliudget,fl:;ckir,n]g in the courage needed
0 make the “leap of faith”” man i
thtl)augtl'lt waﬁlneeded.p y businessmen
ut, as the old saying goes, it's o i
aftg:theevent. e 8 ey o be wise
, as the Americans are fond of sayi , there are
a great number of Monday-morning quﬁgrba:;:. e
What should the Minister have done? -
# h?:iﬁmfhave lt)eexlx qgicéc to l:)ammer the Minister of
nce for a sterile Budget, but f
 altemoginos g ‘ew have guggﬁsted
In his Budget speech the Minister referred to the
need for vision. N
Sadly, his proposals lacked not only visi:on but
courage and innovation too. Domne
A unique opportunity was lost, amid the euphoria
over the outcome of the referendum, to redressone of
the blgge§t injustices inflicted on the poor — VAT on
food, medicine, and medical and dental services; -

Plight L
[ -' : -
--The galloping rate of-inflation in respect".of;food
(28 percent) and the imminent withdrawal of the tem-
porary VAT zero-rating of certain basic food items at
the end of this month will cause food prices to rise
inexorably. [

The plight of the poor will be aggravated. - /"~

The Budget called for boldness, not sterility. .- -

Ken Walton, tax partner at Ernst & Young, who
was my guest on Financially Speaking on Radio 702
after the Budget, had the following suggestions: as to
what the Minister might (or should have) done, . :..:

He should have: .

@ Zero-rated all food. ,

@ Zero-rated all medical and dental services.

@ Increased the VAT rate to 15 percent. PR
@ Replaced the present cumbersome system :of in-
dividual tax rates with only two rates: 20 percent
and 40 percent. S e

I find it very hard to disagree with, Walton's
sentiments. . Ty

-‘Many other people to whom I spoke after the
Budget expressed similar attitudes. v

What was needed was a courageous Budget to kick-
start the economy and create more jobs.

There is ample precedent. In 1979, then-prime min-
ister Margaret Thatcher inherited high inflation and
unemployment from the Labour government in Brit-
ain. Within months the top tax rate was cut.from
83 percent (98 percent in the case of investment in-
come) to 60 percent. B

VAT, which was charged at 8 percent or 12 percent,
was increased to a standard rate of 15percent on
everything except food, books and medicine,.which
‘'were zero-rated, and charities were exempted. - "

Much the same happened at about the same time in
the United States. President Ronald Reagan reduced
personal tax rates to encoyrage gowth and promote
incentives to work harder. ' N

- Without growth — which once again looks unlikely
this year — no political settlement will be'safe. :

r” o
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ECAUSE of
wmmnm_ drag and
other tax in-

creases, most.
South Africans will
be paying more in-
come tax this year
and have about
1 percent less dispos-
able income, says Dr
Azar Jammine, an
econornist with the
economic .._»nimo_.w

s PRETUI
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Jes $a.aries up tax curve

AZAR IAMMINE: Stimu-
latory effect negated.

pany
trix..

Minister of Finance
Barend du Plessis is
budgeting for a
22,3 percent rise,
amounting to about
Rébillion, from in-
<ome tax, he told a se-
minar yesterday.

This sharp increase is
to be achieved not by
raising tax rates, but by
letting inflation do the
Jjob by propelling salaries
up South Africa’s highly
progressive tax curve.

But for the slight in-
<crease in tax rebates and
the reduction in the num-
ber of tax brackets to 10
from last years 15 and
the previous years 19,
the tax burden would
have  increased by
27,5 percent.

Reducing

Changes made to the
tax scales mean that the
average tax rate of peo-
ple in the R25000 to
R50000 income bracket
will increase slightly
more slowly than it
would otherwise have
done. The tax rate of
married women in this
bracket will even decline
marginaily.

But on average, fiscal
drag will still result in an
increase in the average
tax rate of individuals of
between 0,5 percent and
1percent, reducing dis-
posable incomes ecom-
mensurately.

When the rise in the
fuel levy and excise du-
tes is taken into account,
the decline 1n disposable
income as a result of

Prime rate may

direct taxes affecting in-
dividuals is budgeted to
rise by only 12,3 percent,
which is less than the ap-
parently budgeted
14,5 percent inflation

The result is that the
average amount  of
money people have for
discretionary spending
should remain in the vi-
cinity of R450 for every
R100 of income.

However, Twine ex-
pects consumers to start
“buying down”. This is
commonplace, in the
motor industry in diffi-
cult economic circum-
stances, and he believes
it is happening elsewhere
in the retail trade.

Non-durable and semi-
durable goods are ex-
pected to reflect down-
grading in their product
or brand mix.

Obstacle

Another member of the
Ex ix team, Mi-

TONY TWINE: Consum-
ers “buying dowa”.

higher taxes is likely to
be around 1 percent.

“This is bound to ne-
gate much of the stimula-
tory short-term effect
which the high budgeted
growth rate in Govern-
ment spending is in part
meant to achieve,” Jam-
mine said,

Tony Twine, also a
member of Econometrix,
says that in spite of the
inerease in income taxes,
discretionary spending is
Likely to be little changed
from last year's figure,
owing to a lower rate of
indirect taxation

chiel Bester, said the high
rate of inflation was the
only obstacle to a lower
Pprime rate — the rate of
interest banks charge
their best customers.

“Prime could decline
next week if February's
CPI inflation fell close to
15percent, which i3 a
possibility.

A further decline by
the third or fourth quar-
ter was also possible,

Long rates were now
benefiting from the re-
entry of foreign investors
into the gilt market after
the referendum and ex-
pectations of a lower
prime and inflation rate.

The budget deficit as
a percentage of GDP is
slightly higher than last
year, but the new funding
requirement as a per-
centage of GDP is down
to  37percent, from
4,3 percent last year. .

On balance, long rates
will probably go lower in
the short term, but are
likely to be higher in a
year's time, depending on
the course of inflation,

g for the taxpayers
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WHAT FISCAL DRAG 1S DOING TO YOU: Fro; e tax year ending March 1985 to the end of the cuwrent tax year, the average
tax rate of middle-income South Africa will have risen from 19,8 percent to 31,2 percent. The income a person in this
bracket has left to spend after taxation has fallen from 80,2 percent to 68,8 percent — a 12 percent impuverishment.

MONEY
MATTERS

MAGNUS
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hardships for blacks,
says MZAMO
NXUMALO, Johannesburg
manager of a prominent
tax firm. b

2z{3ldz .

This week's Budget,
which has been described

as a social copscien .
Budget in some -
financial circles, spell

price of petrol and diesel. That *

HE bad news in this year’s
Budget is the increase in the
means
transport costs go up — making it more

expensive to get goods on the shelves
and more pricey for the shopper.

Food items that were zero-rated
from September 1991 will become
subject to VAT as from April 1 -
another attack on the pocket of the
poor.

The petrol price increase is 8 cents a
litre on the coast and 9 cents on the
Reef. Diesel goes up 6 cents a litre.

Less money

Fares for taxis, buses and trains will
also increase. This is a very worrying
development if one takes into account
the inflation rate of 16,2 percent. Food
prices in January 1992 were
26,2 percent higher than they were in
January 1991. These percentages were
quoted by Finance Minister Barend du
Plessis in his Budget Speech this week.

The increase in prices results in the
general populace having less money to
save. The Minister said in the 1980s
savings were 24,7 percent of the Gross
Domestic Product - which is the value
of goods and services produced each
year in the country.

This percentage had fallen to 18,8
percent in 1991, This means more
people are dependent on fewer income-
earners, who in turn have less net cash
because of increasing prices. Poverty is
on the rise.

Value Added Tax (VAT) remains at
10 percent. However, basic food items
that were zero-rated from September
1991 will become subject to VAT as
from April 1.

These food items are: samp, mealie,
rice, whole mealies for human
consumption, dry beans, lentils, fresh
milk, canned pilchards and powdered
milk. This will obviously result in an
increase in the price of food.

There is also Excise Duty, which one
way or the other will affect blacks.
This is a tax included in the price of
certain products, On beer the increase
is § percent ~ 4,8 cents a litre.

On spirits there has also been an
8 percent increase resulting in price
rise of 37,7 cents a 750 ml bottle. The

duty on cigarettes is now 2 cents more
for 10 cigarettes. Pipe tobacco is taxed
10 cents more a kilogram. :

Cooldrinks and mineral waters will
be taxed at 2 cents more a litre.

On sorghum beer and sorghum beer
powder there will be an excise duty
increase of one cent a litre and five
cents a kilogram respectively.

A few changes have been made to
the taxation of individuals, Take, for
instance, married women.

The maximum rate of tax for 2
married woman has been increased
from 38 percent to 40 percent at
taxable income of R50 000, instead of
R40000 as before. This is effective
from March 1 this year.

The new tax rebates are: married
persons R2225; unmarried persons
R1950; married women R900 and
persons over 65 years old R2 500.

Tax rates have been changed so
persons in the lower tax brackets will
save some tax. The levels of income at
which various persons start paying tax
have been raised. :

Tax rates

B Married persons under 63 years pay
tax at income above R12 501 a year.
M Persons 63 years to 64 years start
ﬁying tax at above R13 132 a year.
Persons over 65 years pay tax when
income exceeds R24 881 a year. :
M Unmarried persons under 63 years
ay tax at R10 715 a year. :
Between 63 and 64 years they pay
tax at R11286 a year. .
B Over 65 years they pay tax income
of above R21 429 a year. '
B Married women under 65 years pay
tax at R5 264 a year.
B Over 65 years they pay tax at
income of above R17 292 a year.
Housing is another area which the
Budget tried to tackle.
Houses and flats up to R50 000 wil]
not have transfer duty if they are sold
between individuals who are nof

- registered vendors for VAT.

The Budget provides for an amount
of R2 153-million for housing projects.

No transfer duty will be payable on
the purchase of unimproved land for
dwelling purposes if the value is not'
more than R20 000. All the provisions
regarding transfer duty apply as from
March 19, 1992,
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Budget message to women

W is that marriage doesn’t
pay..-

-A ' look at the new tax tables
shows that it’s still far more
profitable for most couples to
“live in sin™.

Over the past few years, the
separate taxation of married
women has been phased in and
has substantially lighteried the
tax burden of many families.

Married women are now
taxed separately. But they are
taxed at a higher rate than their
single and divorced friends —
or their husbands.

There are three different
rates of taxation:

@ married women;

.: @ unmarried persons (single
men and women), and;

@ married persons.

The first two categories are
simple. The third is a little more
involved as it includes not only
married men but single parents.

Single or divorced men who
have dependent children fall
into this category.

And a woman is classified as
a married person — and pays

' @ANCE again, Minister of
- Finance Barend du Plessis’

- Tanwis

RIS

22)3)
This week’s Budget was
expected to give married
women a better tax
break. JANET
WILHELM argues that
it didn’t

less tax — if she is divorced or
single and has children qualify-
ing for rebates.

The annual rebate for child-
ren has not changed for years. It
is still R100 a child — hardly
enough to pay for toothpaste.

But an unmarried couple
with children score. Both the
man and women are taxed at
the lower married persons rate.
And both receive the married
persons rebate of R2225. The
rebate for a married woman is
much less — even though it was
increased to R900 this week.

The changes announced this
week by the minister bring the
tax rates of married women
closer to those of single people,
but still leave them at a disad-
vantage compared with their
husbands or single parents.

The top rate of tax for mar-
ried women was increased from
38 percent to 40 percent.

e, marriag

(How the taxman discriminates )
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The 'top. rate for everyone

. else is 43 percent. But married

women start paying this top

‘marginal rate at R50 000. Hus-

bands and single parents only
start paying the top rate at
R80 000. Single people hit the
top at R56 000.

HE tax tables have been
adjusted slightly. These
changes will mainly bene-
fit those in the middle
income level. And they do bene-
fit married women. But a look

at the graph on this page shows
that the discrepancies that were
there last year remain.

Take this example of people
earning an annual taxable
income of R20 000:

-After rebates, a married
woman will now pay R3 150.
Married men and single parents
will ‘pay less than half that
amount.— R1 475. Single people

“will pay R2 100.

At R40 000, a married woman
will pay R9550. Married men
and single parents will pay

R6 375 and a single person will
pay R8 500.

At the level of R100 000, how-
ever, after rebates, a married
woman will pay R33 350, mar-

‘ried men and single parents

R31 075, and single people
R34 040. .

HE break-even point for

married women and single

people is around R80 000.

At incomes higher than
this, married women have a tax
advantage over their single
friends.

The break-even point
between husband and wife is
around Ri120 000. At this level,
married women, married men
and single parents begin paying
the same tax. At incomes much

higher than this, married wom-"

en even start to pay less than
their spouses.

Women with higher incomes
benefit from this. But only two
percent of all tax-paying mar-
ried women earn over R80 000,
according to figures released by
the minister this week.

Married women with lower
incomes — the bulk of working

e doesn't pay

women — are still no better of

This turns on its head th
principle of taxation accordin
to “ability to pay” and is onl
one of the many anomalies tha
have come about because of th
different tax tables.

There is no logical reason fo:
having separate tables, says ta:
consultant and chairman of th
Women’s Bureau Working
Group on Women and Tax Mr:
Zee Cele, who recommends :
single tax table as the solution

“This Budget has still faile(
to address the unfair taxation o
married women,” she says. “I
particularly discriminate
against those women witl
young children who only worl
part-time and women in th
income category of teacher
and secretaries.

“It does encourage immoral
ity. Take a divorced womai
with two young children earn
ing R30 000 who wants to re

.marry. Why shouldn’t sh

choose to cobabit instead? Mar
riage would mean she woul
have to pay an extra R2510 i
tax.
“Women deserve a bette

deal.”
ﬁ N .
i



help to mines

MINING tax conces- wyn

- P " " z.o._.mca mines’ taxed
sions will make virtual By JULIE WALKER profits could edge up by a

1y no difference to SA’s o . - N rmaximum of 15%. The maxi-
mines unless mineral the tax tunpel reduces its im-  previos, deciife to bring  um rate should come down
pact. mining tax closer into line

from the current 509% to
49,4%.
“It was disappointing that

prices climb. The first 5% excess of in-  with corporate tax rates, but
The Budget proposed come over expenses is not saysthat it has only a margin-
that the fourth step be tak- taxedandis known as the tax  al beneficial effect on his .. d rin
en in phasing out the sur- tannel. Many mines fall into  group in view of current low m ere was 1o M«_ﬂn< k! B
eharge on non-gold mining this category, sometimes by metal prices. : T says A the
o hganies, and that the design, Such as balancing _ Rodney Yaldwyn, head of e ot D Samn

; P! o rate f 1a their capital expenditure. mining research at stock- capil Mcm ovmm. me
ormula rate for gol T er simpson McKie, says mine from being offse

mines be adjusted to bring that few gold mines pay min- against the taxable income of
it more into line with the Pleased it o o D weeze  another.
present company tax rate. It allows the mines to con- - on profits. Offset

The most profitable gold tinue to provide a small re- «“The change will mean .
mines will benefit from a re- turn to investors through divi- slightly lower tax bills for Previously, some mining
duction at the top of three derids while not having to pay  mines such as_Driefontel pani bined contig-
percentage points to a maxi- fax Hartebeestfontein and Kin- uous and sometimes non-
mum tax rate of 58%. ‘While ini

Gold Fields of SA corporate  ross, which are high tax pay-, contiguous mining areas to
this is still almost a quarter finance director Alan Wright ers. But it won't make any take advantage of the tax sys-

rate of 48%, the effect of Finance continued with his other mines,” says Mr Yald- The government put an end

higher than the top coT] rate is pleased that the Minister of difference to most of the tem.
tax i

22 (3|12
to that practice several years
ago by decreeing that capex
from one mine can be offset
only against mining income
from that same mine.

This effectively put paid to
many new mines on the draw-
ing-boards because of the
jowered potential returns and
payback times.

Mr Wright says the mining
tax advisory committee
made appropriate recom-
mendations to the Minister of
Finance, but these did not
form part of the Budget.

Anglo American tax con-
sultant Marius van Blerck
says that now is an ideal time
for the government to abolish
ring-fencing. At present there
is very little mining-tax base
because of depressed mineral
markets, but when prices do

ALAN WRIGHT ... pleased
with Minister, but because
of low metal prices benefits
are marginal

perk up there would be a
much greater incentive toin-
vest in mining.

“1t would be like mort-
gaging some of the growth in
the tax base now for future
rewards,” says Mr Van
Blerck.

He has some hope that the
matter will be given careful
consideration before June.

-
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“déstroy;.the "*econoi v |
with mass action if neces-
sary 1o halt a pla

on-basic food,

medical services,

_1cs sayxt hurts the ini

erished black major
When governm

leaders: _made demsw -
h.

iy |-
consult the ANC, “they |¢

| mitst_get our express. ap- |

“proval”” said Miéndels,. |
speaking from the pulpit
of ‘CapeTown’s Mefro-

. Politan” " Methodist

, Church.

.. -Even though- the gov-‘
ernment was dxscussmg
reforms, it remained:in-
sensitive” to the needs of

black people, ‘Mandela

 sajd. “They are thmkmg
 the i interests of whites.”
~.Sapa-AP-Reuter
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topic
{ ANC presidenl%&f 3
Mandelahas threatened the
Government with mass ac-
tion unless it backs down
onits plans to impose VAT
on basic foodstuffs,

He has threatened to de-
stroy the country’s
economy if necessary.

The Government is with-
drawing the tempoarary
exemption it granted the

anti-Vat lobby after a two-

day stayaway last Novem-
ber. :

Do you think that nego-
tiations, which are taking
place in Codesa, and mass
action as threatened by the
ANCcan go hand-in-hand?

Should negotiation re-
place mass action in the
political process?

Share your opinion with
DJ Tim Modise and the na-
tion by phoning the
Sowetan/Radio Metro
Talkback Show between
7pm and 8pm tonight.

The numter is (011)
714-8063.

You can tune in to the
programme on FM 96,4
MHz at that time.

———————

.




. CAPE TOWN — Although Inland R

Acceptable
periods

write-off

Bj0%9) 23[3)9L

arc

has issued a “practice note” for the correct
treatment of deductions for the wear and
tear or depreciation of leased plant and
ninery, completed ts based
on other methods of calculating the
deduction will not be reopened.

Deloitte Pim Goldby tax director Des
Kruger said one of the significant aspects
of the note was that it provided a schedule
of acceptable write-off periods for a list of
about 76 different items, many of them
articles of industrial, construction and
agricultural machinery. . N

The acceptable write-off period for pas-
senger cars and delivery vehicles has been
stipulated as four years; for mainframe
computers as five years, for personal com-
puters three years and television sets five
years.

Where a lease was entered into for a
period exceeding the scheduled periods,
the leased article would have to be written
off over this longer period, Revenue said.

The practice note emphasised, however, ,
that these write-off periods were not appli-
cable to articles for which the deduction
allowance was claimable in terms of Sec-
tions 12B or 12C of the Income Tax Act.

Inland Revenue said the Section 11(e)
deduction could be calculated on the
straight line basis on the cost of the leased
article to the lessor over the period of the
lease where the useful life of the article

Spegiligd

LINDA ENSOR

was sufficiently short to warrant such a
procedure.

“In instances where the useful life of the
leased article exceeds the period of the
lease agreement, the cost of the leased
article must be written off over the useful
life of the article. The Section 11(e) deduc-
tion should be reduced proportionately in
the year of acquisition,” the note said.

Kruger said another important amend-
ment related to the treatment of residual
values, Inland Revenue said residual val-
ues — the estimated and agreed upon fair
market value of the article at the date of
-termination of the lease — could not be
written off for the purpose of determining
the Section 1i(e) deduction in the case of
those lease agreements where the residual
value formed part of the calculation of the
rent payable by the lessee.

The cost of the leased article must,
therefore, be reduced by its residual value

", in calculating the Section 11(e) deduction,

Revenue said.

Provision was also made for the adop-
tion in certain circumstances of debtor
accounting systems in terms of which only
finance charges earned by the lessor dur-
ing a year of assessment 'would be reflec-
ted as “gross income”. In these cases the
lessor would not qualify for Section 11(e)
deductions.




OPINION

This unpopular tax may be the turning point for consumer rights, says Mike Siluma

VAT stirs up a hornet’s nest

S THE South African consum-

er — long suffering under the

continuously spirailing cost of

living and high inflation — fi-
nally making a stand to protect
his rapidly shrinking purse?

Events since last October sug-
gest that the controversial intro-
duction of value-added tax may
have changed the face of the
South African consumer rights
movement forever.

The campaign against VAT is
probably the biggest launched
against a piece of South African
legislation yet, both in terms of
the number of organisations in-
volved and the scope of its
demands.

Before the anti-VAT general
strike last November, ANC secre-
tary-general Cyril Ramaphosa
urged followers to turn the VAT
issue into a “nightmare” for Presi-
dent de Klerk. The subsequent
protest action did not reach the
levels of a nightmare for Pretoria,
but it has certainly turned into a
major headache.

In the aftermath of the Novem-
ber strike, the work of the Co-or-
dinating Committee on VAT
(VCC), which enjoys the support of

ey | ______________u
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more than 100 or isations, has
grown.

Its original demands, such as
the zero-rating of electricity,
water, medicines and medical ser-
vices, remain.

In addition the scope of the
VCC'’s operation was broadened at
a food price summit this month —
the first of its kind — where the 65
organisations present calied on
the Government not to raise the
VAT rate of 10 percent. They also
urged Finance Minister Barend du
Plessis to extend the life and
scope of the current VAT exemp-
tion on certain basic foodstuffs,
which is due to expire at the end
of the month.

After this demand was rejected
in the Budget, the VCC has called
for massive consumer resistance
to VAT.

But it is not only the Govern-
ment that has come under the
scrutiny of the VCC on the cost of
food. This month’s summit re-
solved to approach producers,
food processors, retail chains and
control boards to identify the
causes of “excessive food price in-
flation”, the main objective being
to bring down food prices.

Describing high food prices as
“a matter of national urgency”,
the VCC blamed the problem on
the domination of the food indus-
try by “monopolies and cartels”.
Similarly, it argued, the control
boards could serve the broader in-
terests of the public only if they
were stripped of the inordinate in-
fluence of producers and proces-
SOrs.

Within VCC circles there is
even talk of using pickets to pres-
sure retailers found to be charg-
ing “excessive” prices.

Also, the VCC, reluctant to take
Government figures as gospel, is
to seek an urgent meeting with
the Central Statistical Service to
discuss the manner of calculating,

wwo

among other things, the consumer
price index.

Other issues on which the VCC
plans to focus are medical aid
subscription fees and the cost of
medicines, negotiation with the
authorities for “adequate” pover-
ty-relief measures, pensions pari-
ty, improvements to the Unem-
ployment Insurance Fund, as well
as special concessions by the tax-
man to small businesses.

The range of issues tackled by
the VCC so far reflect the dispari-
ty of organisations involved in the
anti-VAT campaign, from trade
unions, doctors’ associations, tra-
ditional consumer bodies, civic or-
ganisations to political organisa-
tions. Even small business (ag-
grieved by what it sees as the Fi-
nance Minister’s bias against it)
has made common cause with the
VCC.

In a country where things tend
to been seen, literally, in black
and white, the anti-VAT campaign
has cut across racial barriers,
bringing together such groups as
the Housewives League, the Black
Consumer Union and the mainly
white Confederation of Metal and
Building Unions.

A major factor in the emer-
gence of such a front is that VAT
was imposed when most South
Africans were reeling from plum-
meting -living standards and in-
creasing poverty, irrespective of
their social class or race.

The key difference, of course,
between the traditional consumer
groups and the present front is
that some of the VCC’s constituent
organisations have shown a wil-
lingness to back their verbal con-
demnation of Government eco-
nomic policy with action — wit-
ness the November strike and the
Budget day marches.

In this context union groups
such as Cosatu and Nactu, being
the best-organised component of
the VCC, have played a crucial
role. Because of the previous
weakness of black political, anion
and civic groupings, the fight over
consumer issues was often left to
groups such as the consumer
unions and the housewives
leagues, which operated mainly as
pressure groups which producers
and Government could easily ig-
nore.

Now the unions seem to feel

that it would be of no use to figh
for wage increases on the factor;
floor only to see them being erod
ed by rampant inflation or going
to fill the taxman’s coffers. Anc
they feel strong enough to take or
the authorities over this.

The other milestone in the rise
of a consumer movement was the
emergence of civic associations ir
the townships. Using rent boycotts
as a leverage against the author;
ties, the civics have broadenec
their focus from keeping the cosi
of services low to demanding &
say in the running of the town
ships. For instance, they havt
played a key role in the move
ment to amalgamate white and
black local authorities such as ir
the Central Witwatersrand Metro-
politan Chamber, which includet
Soweto and Johannesburg.

Since the November strike, the
Government has been reluctant tc
meet the VCC to discuss the VAT
issue. But VCC activists believe it
is a matter of time before the
authorities agree to a meeting —
the likelihood being that the
longer Pretoria delays the longer
the agenda will become. 0 .




T|me now for Iand tax, :

ays Bank economist
GERALD REILLY
;TORIA — The fime for a speedy introduction of

a land tax in SA has probably arrived, says Reserve
Bank economist Mike Lamont,

Lamont said at a land tax conference at Pretoria
University at the weekend, however, that for any
degree of effective land taxation there had to be some
minimum political support and an administrative
capability. A national land tax was suggested to the
Margo Commission, but investigation of the tax by
local authorities was expressly excluded from the
commission’s brief. : ) vy

“The reason why the ission did not idera:
land tax on a national or central level remains
mystery,” he said. Nevertheless, Lamont said, the-
fact that SA had no general form of wealth taxation
gave ample reason to consnder the introduction of a
landtax.. B{DO 2 ‘] ‘Cl .
i The /increasing -utilisation of indiréet taxes, the
. keii inconie tax base and heavy reliance on loans
;also upported 1ts”onsideration. Of the Margo comn-
stage had heen reached where

and’ as mterfenng'wnh economic growth.
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the country being destroyed had
been quoted out of context.
“A h I made in the Cape

" Consumer Reporter

*The Government plans to go
. ahead with the lifting of the
VAT zero-rating of nine
i.basic foodstuffs next Tues-
day, despite the threat of a
- general strike.
' A spokesman for the Finance
Ministry confirmed yesterday
i'that the zero-rating would be
" lifted at the end of the month.
This means only brown bread
".and mealie meal will remain
«-zero-rated foodstuffs.

Extend

Minister’s statement still
“stood, he said.

-porary - zero-rating of these
—items.

yesterday that a statement
him about the ecomomy of

last week has been interpreted
as a threat by the ANC to de-
stroy the economy,” Mr Mande-
1a said.

“This was not so. What I ac-
tually said was that if the zero-
rating of certain basic foods
was removed, we could not ac-
cept that.

“Just as we pulled 3 million
people out on the streets before,
so we will do it again and that
will lead to the destruction of
the economy.

“I hope the Government will
not put us in this position,” he
added.

Mr Mandela was referring to
the fact that VAT exemptions

ax on

on certdin basic foods are due -

-to expire on April 1.

An Inland Revenue spokes-
man said legislation enabling
the zero-rating of these food-
stuffs had stipulated it was in
force until March 31.

Mr du Plessis announced on
September 29, the eve of VAT’s
introduction, that certain pro-
ducts — samp, powdered milk,
mealie rice, whole mealies, dry
beans (including soya beans),
lentils, fresh milk, canned pil-
chards and rice — would be
Zero-rated until March 1992.

Before it

s taxed

Picture: Aif Kumalo
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CALLERS to the Sowetan/
Radio Metro Talkback
Show last night expressed
mixed views on the Gov-
ernment’s imminent intro-

‘duction of VAT on basic
food stuffs,

» Anthory told host Tim
Modise that the introduc-
tion was necessary because
it would have long-term
rewards.

He said the Government
needed a wider tax base
because of the rising unem-
ployment.

-Niek*from Durban sug-
gested people should cam-
paign against the move, but
felt that mass action was
notanappropriateoptionas
it would hurt blacks.

Audrey from’ Westbury

suggested that negotiations -

be held -with the Govern-
ment to resolve the issue.

Mr Neil Coleman,
Cosatu’s information of-
ficer, justified-the call for
masg'actiori by explaining
tha Sbuth#Affica did not
have a good social aid plan
for the poor.

He said basic food stuffs
in other countries were ei-

ther exempted or charged
on alower VAT rate.

“We must call for a stop
0 the unilateral restructuz-
ng of the economy by the

< Government,

“This system concen-
trates a lot of wealth in the
hands of the wealthy. This
will help to abort the redis-
tribution of wealth when a
new political order takes
over,” he said.

Nadia from Johannes-
burg felt blacks* should -
campaign against the intro-
ction of VAT on basic
foodstuff because the Gov-
eriment had channeled tax
payers’ -money tossecret
funds that perpetuated vio-
lence among blacks.

(=%
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JOHANNESBURG.— The gov-

- ernment -plans to go akiead with

-the hftmg of the VAT zero-ratmg .

of nine"basic foods' on. ‘Tuesday
next week. in spite of widespread
dissatisfaction among -consumer
and political organisations.

This ‘means only brown’ bread .
and mealiemeal will remain
zero-rated !

LA spokesman for the Finance

‘Mnustry ;donfirmed yesterday

that the zero-rating would, be lift-
ed at the.'end of the month.

He noted that Finance Minister
Barend du; Plessis’s statement i
September last year had made it
clear tlie’ zero-rating was a tem-
porary Hove, .

The ‘minister’s statement still

S stood he said.
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L COSATU Searned yestery Vy
that apparent plan y-g0v-,
ent.

s repor|

e.VAT zero-rating on
basic foods would lapse ‘at
 the end of this month.

1l bulk of food

ing, and now: (Fmance Min-

1 ister Barend) Du “Plessis

wantstoput the fmal nailin.
the coffin of poor people”
/She said Cosatu washold- "

4| ing a national economic
4 conference this weekend: |

and the VAT issue would be
hlgh on-the agénda,
Asked:. to, confirm .
port that government
would lift thé zero-ratinig of
nine basnc ‘foodstuffs, a
Finance Department
' sotirce said: yesterday ‘pro-
“visiori had been made at the:.
time of VAT s implemen
tion lastiyear:for; the ext 3
zero-ratmg of certain basic
foods for six months

polmcal ‘decision™
to the, . cotitrdry, :thé “foods”
would removed from the
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tiation and there is no quick-fix solution to the
situation. The problem that we face is that on the
one hand we have well-established White local
authorities, and on the other we have Black local
authorities who have been deprived of finance
and adequate services, and we have to marry the.

two. @

Whether the hon the Minister likes it or not,
however, there is a clear division between the
so-called Establishment approach on the one
hand and the community-based approach on the
other. Itis a reality. The Establishment approach
embraces the framework of the Interim Mea-
sures for Local Government Act, and its adher-
ents include the provincial authorities, White
local authorities and management committees.

On the other side, the broad mass of community-
based organisations reject this Act which they
see as autocratic and one-sided. They demand
Degotiations on equal terms, not subject to
Government or Establishment dictates. They
favour a Codesa approach to local government
problems. To be successful we just have to marry
these two options. We have to bring them
together.

Local government affects everyone’s daily life
and everyone must be involved in the process.
We cannot afford just to say that there is an Act
and people must comply with it when, in fact, the
people themselves have firmly and thoroughly
rejected this Act. Quick answers may be attrac-
tive, but they carry with them the sting of
rejection by the majority of people, and that wiil
have dire consequences for any system of local
government.

Mr R F HASWELL: Mr Chairman, this hon
Minister is one of the few who has had the
courage and conviction to apologise for the past.
Yet he has said little today to convince us on this
side of the House that he is fully committed to
non-racial and democratic city government. On
the contrary, it seems that he wants to postpone
democracy for as long as possible. [Interjec-
tions.] Perhaps the hon the Minister is in the
wrong party. Perhaps he should join the real
democrats in a democratic front.

The Government’s intransigent attitude towards
reform at city level is merely a microcosm of their
approach to national reform. Phrases such as
“equal votes” and *‘power-sharing”, with which
the Government has conned most of the

HOUSE OF ASSEMBLY

world, have an increasingly hollow ring to them
now. We have to share power in the interim and
trust in demaocracy and good government for the
new South Africa. The present Government
quite apparently wilt do neither.

Does the hon the Minister accept that the
townships are integral parts of our cities? Does
he recognise the critical need for city councils
and legitimate township structures to jointly
manage the transition? If he does, let us have
some action which is louder than the Govern-
ment’s increasingly hollow words.

The MINISTER OF LOCAL GOVERNMENT
AND NATIONAL HOUSING: Mr Chairman,
the hon member for Pietermaritzburg South has
now clearly disclosed how verkramp he is. The
only argument he could use was the argument
that he had proposed as an amendment to this
Act last year.

He read a speech which he had prepared yester-
day, or quite possibly last year, and which he did
not have the opportunity to deliver then.

I go along with the sentiments expressed by the
hon member for Pinelands. First of all, there are
establishment organisations. They are a reality
and we have to deal with them. In conceding this
point, however, I am not saying that we should
not take cogni of no blish organ-
isations. They are there too and they are also a
reality. This tricameral Parliament is a reality,
and even its opponents at Codesa have conceded
that Iegislation will have to be passed by it.

How do we deal with these two realities? We
encourage them to get involved in serious nego-
tiations with each other. It is an uiterly false
argument to allege that this particular measure is
in any way an obstacle on the mad to negotia-
tion. People can start talking to one another if
they want to.

As Isaid clearly in my opening statement, we are
not opposed to the idea of amending this legisla-
tion. I have linked this to negotiation at national
level. Certainly, I know that if 1 amend this
legislation unilaterally, the hon member for
Pietermaritzburg South will be the first to criti-
cise me for not consulting with people at nationat
level. So the argument that we are a bunch of
verkramptes like him who do not listen with
regard to appointments is completely un-
founded.

Debate concluded.

QUESTIONS

‘tIndicates translated version.
For oral reply:

General Affairs:

Military pensions: investigation

*1. Mr R M BURROWS asked the Minister of
Finance:

(1) Whether, with reference to the reply to
Question No 28 on 26 February 1991, the
Committee of Inquiry into Military vmj.
sions has completed its investigations; if
so,
whether this committee has submitted a
report to him for his consideration; if so,
when;
whether the committee nonmEn_.m.m. the
revision of the policy of paying military
pensions according to categories of na_m.
cational qualification; if not, why not; if
so, what recommendation did it make in
this regard;
what other recommendations did the
committee make;
whether he will make a statement on the
matter?
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{The DEPUTY MINISTER OF FINANCE (Dr
T G Alant):

(1) Yes.

(2) Yes on 27 November 1990.

(3) The committee recommended that a dif-
ferent basis for the calculation of military
pensions be investigated by the Depart-
ment on the guidelines laid down by the
committee.

Recommendations were also made by the
committee on;

(i) the justification for the difference in
compensation granted to civil ser-
vants and private individuals who
were injured during military service;

(O]

(iii) compensation for loss of potential
earnings;

(iv) providing for supplementary com-
pensation to exceptionally disabled
persons as a result of multiple disabil-
ities;

(v) increase of pensions in respect of
dependent children; and

. ,?G -revision of the basis on which wid-
ows’ pensions are calculated.

G.w Yes, a statement on the matter was

included in the Budget Speech of

18 March 1992.

Marriages in community of property: division of
. interest

*2. Mr B B GOODALL asked the Minister of
Finance: -

Whether couples married in community of
property are allowed to allocate any interest
earned equally between them, even if the
investment was made in the name of the other
spouse, for the tax year ended 29 February
1992; if not, on what basis must the interest be

allocated?
WMU B409E

The DEPUTY MINISTER OF FINANCE (Dr
T G Alant):

Yes, for tax purposes the interest is deemed to
have accrued to both spouses in equal por-
tions, irrespective of in whose name the invest-
ment was made. However, in the case of an
asset which was donated or ceded to a spouse,
married in community of property, on condi-
tion that neither the asset nor the income
forms part of the joint estate, such income will
be taxed exclusively in the hands of the spouse
who is the owner of the asset. Where the donor
or testator was silent as to the accrual of the
income and it accrues to the joint estate, such
income will be taxed in equal portions in the
hands of the spouses.

Mr B B GOODALL: Mr Chairman, arising out
of the hon the Deputy Minister’s reply, when
people complete their actual income tax returns,
should they allocate half of the income to the

the principle of ed il
tions as basis of compensation as well
as compensation for qualifications
obtained after disablement;

(i)

band and the other half to the wife?

‘The DEPUTY MINISTER: Mr Chairman, the

ﬁlmnménn is yes.

HOUSE OF ASSEMBLY
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HE Finance Minister began

personal
with  the first “maximum

. income. -
«duce the maximum rate over a

the same time to increase the in-
come level at which this rate is
‘reached to R100000 for a married

person, and R80 000 for an unmar- ~
.ried person — as far as possible in
- the money values of 1989. Nothing
was 8aid at the time about maintain-
ing the real value of the rebates.

- ‘ments to the tax calculations — the

the ceiling at which the
rate is reached, and the .
-rebate structure.

Starting with the 45c level in 1989,
fthe maximum rate was reduced to
t44e in 1990, and to 43c in 1991. Be-

cause of the fiseal plight of this year
the rate has been retained at 43c for
1992/93. - .

mum rate,
maxi

=o€m<o~.. the schedule has been
adjusted in order to alleviate fiscal
drag on middle-income individuals,
and there has been a reduction in the
number of steps in the scale. The *
effect of this is curmnulative at higher
incomes as well, thus reducing the
tax burden all along the. income

his m__uw_vrmaw reform om.w,
incorpe tdx'in 1890, -

" marginal ‘rate reduction from ..
- 45¢ to 44c in the rand of taxable -

- The declared intention was to re- *’

-period of five years to 40%, and at. -

..» Actually there are four basic ele- ~'
. schedule of tax rates itself, the maxi- J

'Fiscal drag isvery
- much alive and

%_Es:w:ﬁ ! EDWARD Omwomz

In the period since 1989, however,

the ceiling taxable income level has °

remained unchanged at R80 000 for
married persons, despite the fact

. bate to maintain its real value.
.- Again, taking the married person

primary rebate as an exampie, this -

- Stood at R1 250 in 198; there was a

mwwp Bo:mwﬁ_:%__wﬁ;..uww
b. . . o
_ On the assumption that taxable
incomes have increased more or less
in line with inflation, the taxpayer in
general has moved steadily up the
tax schedule at a rate of about 15% a
year, rising to higher rates of tax —

- the essence of fiscal drag. - :
". Aside from the changes to rebates

_.nen taxpayers over-the age of 60,

curve. : - little has
N . . rd N B
. 12% C 15% :18%
1991/92 tax schedule: R o L n
average taxpayer (R43 500) 1,94 1,95 - 1,96
middle-class (R65 600) - 1,61 - 1,61 1,61
top marginal (R106 000) 1,33 1,33 1,33
1992/93 tax schedule: .
average taxpayer (R50 000) ’ 2,06 2,06 2,06
middle-class (R70 000) 1,61 1,61 1,62
top marginal (R121 500) 0,95 1,30 1,30
From 1991/92 to 1992/93 schedule: :
average taxpayer (R43 500) 1,19 133 . 1,47
middle-class (R65 000) 1,34 1,40 1,44
top marginal (R106 000) 1,21 k1,25 1,23

done to allow the re- " - .40% in 1992/93.

upward adjustment to
B2 100 in 1990, but a decline to R2 000
in 1991, and a recovery to R2 225 for
~ 1992/93. The child rebate has re-

- 'mained throughout at R100.

The personal income tax burden
has increased steadily since 1989,
notwithstanding the apparent re-
form measures taken. Personal in-

- come tax has risen from 157% of
+ total revenue in 1980 to an expected

As long as the range of the tax
schedule remains static, there will

- -..be considerable fiscal drag in an in-

. -flati 'y envir t, however
much fiddling of the rate structure
takes place. -

To provide some quantification of
the phenomenon I have devised a
measure called the tax accelerator,

-be different at various points of the
income curve. One can measure the
tax accelerator at respective levels
along any given tax schedule, or
from one tax schedule to the next.

Tax accelerators are shown for

" three levels of income in the table: at

the estimated likely average taxable
income for taxpayers projected from
the latest statistical bulletin of the
Commissioner for Inland Revenue;

-at an assumed “middle-class” tax-
- able income; and at the projected

income level of the taxpayer who

' was at .R80000 in 1989. Three in-

Tax rates
Cants par rand
45 -

- married persons

40

. creases in taxable income of 12%,

- 15% and 18% are taken as given. The

“ratios are for married taxpayers
without children.

The table shows that the prospects
in 1992 for the average taxpayer re-
main bleak for, although he may get
a 15% increase in taxable income,
his tax payments will increase by a
third more — 20%. If his taxable
income increase is confined to 12%
his tax payments will increase by
14,28%. Fiscal drag continues to
work with considerable force.

The overall effect of fiscal drag is
seen in the Minister’s revenue esti-
mates for 1992/93. In a year when
average salary increases are likely
to be less than 15%, but the number
of new entrants into the tax field are
not known, the Minister estimates an
increase in tax revenue of 27,5% on
the basis of 1991 rates — from R29bn
to R37bn. The revised tax schedule
for 1992/93 will be introduced at an
estimated cost of R1,42bn, reducing
the expected tax revenue to R35,5bn,
and the net increase to 22,5%.

The Minister provided an example
of the effect of introducing the pro-
posed new schedule for 1992/93 —
the case of a married taxpayer with
two children, whose income rises by
10%. His tax rises from 15,1% to
16,6% on the old schedule, but drops
to 14,9% on the proposed new scale,
M:»: actual tax payable dropping by

645.

q_ﬁ drop in tax payable actually
- ‘vefers to a drop from what he would
otherwise have paid on the old scale,
which is undoubtedly a considerable
saving. However, his tax still in-
creases from R5 300 in 1991 to R5 775
in 1992, that is by 8,6%. For him the
tax lerator is 0,86, or less than 1.

35

0

" defined as the ratio of the percentag
increase in tax paid to a given per-
centage increase in taxable income.

25

20

1991/8p ecppoo

. The tax accelerator is less than
unity up to a taxable income of
R39432 for the married taxpayer
with two children and receiving a
10% rise in income. Thereafter it is
greater than unity and he becomes

A ratio in excess of unity ind; a
faster rate of increase in tax paid
than in taxable income, and vice
versa.

The tax accelerator measure will

1992/973 wxtmm

o 20 40 60 80 100

‘Taxable Income (R0G0's)

Graphic: FIONA KRISCH

iner y Ji to fiscal drag
but reaches a maximum tax accel-
erator of 1,31 at R60 000.

D Osborn is chisf economist at
Nedbank.
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(iv) not applicable.
Adminis n: House of Deleg
(a) 1991/92 financial year: R32 946 000 and

(b e to G<H.mno°..&:m to the Administra-
tion’s distribution, this information is not
available.

TN
A ation: House of Rep

(a) 1991/92 financial year: R156 652 000 and

() (i) R98 720 000,
(if) R45 832 000,
(iii) R12 100 000 and
(iv) none.

KwaZulu

(a) 1991/92 financial year: R508 000 000 and
(b) (i) R116 000 000,

(i) R306 000 000,

(iti) none and

(iv) R86 000 000 for:

Administration etc.

KaNgwane
(a) 1991792 financial year: R82 191 699 and

(b) (i) to (iv): according to the KaNgwane
Government's distribution, this informa-

HOUSE OF ASSEMBLY

tion is not available,
KwaNdebele
(a) 1991/92 financial year: R13 577 000 and
(b) (i) not available,
(ii) not available,
(iii) not available and
(iv) not available.
GaZankulu
(a) 1991/92 financial year: R137 662 568 and

(b) (i) to (iv): according to the GaZankulu
O.cS.w_.:En:a.m distribution, this informa-
tion is not available.

Lebowa
(a) 1991/92 financial year: R233 683 000 and
(b) (i) R2 505 000,

(ii) R231 177 000,

(iii) none and

(iv) not available.
OwaQwa
(a) 1991/92 financial year: R60 865 000 and
(b) (i) R10 580 000,

(i) R39 860 000,

(iii) R4 090 000 and

(iv) R6 335 000.
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QUESTIONS

T Indicates translated version.

For written reply:

General Affairs: .

product: p e

Gross
51. Mr K M ANDREW asked the Minister of
Finance:

‘What was the (a) deficit before borrowing, (b)

total actual expenditure, and (c) deficit before
borrowing as a percentage of the gross domes-

tic product, ip each of the past five financial
B106E

The MINISTER OF FINANCE:

Deficit Actual  Deficit as
expenditure% of GDP

R million R million
1987/88 9 557,3 47 449,8 5,6%
1988/89 78550 559264 3,8%
1989/90 4 358,0  65459,3 1,8%
1990/91 71452 739473 2,6%
1991/92* 13 160,8 86 387,8 4,3%

*Estimated

124. Mr R M BURROWS asked the
Finance:

(1) Whether, with reference to his reply to
Question No 74 on 27 February 1991, he
or his Department has initiated further
investigations into the deductibility of
moneys paid by individual taxpayers for
educational purposes at school or coliege
level; if not, why not; if so, (a) what
matters are being investigated and (b) by
what body;

what is the current tax policy regarding

[¢)
individuals and/or companies making do-

-~

nations to (a) tertiary institutions, (b)
pre-primary schools, (¢) primary schools
and (d) secondary schools;

(3) whether there have been any changes in
the above policy during the past five

5 years; if not, why not; i what
.. ¥ changes? 220

” 318E
The MINISTER OF FINANCE:

(1) .and (2) Yes. An interdepartmental com-
’ mittee, consisting of representatives from
... the Department of Finance, the Depart-
‘ ment of National Education together with
* v other interested parties, have conducted
extensive discussions regarding the exten-
sion of the deductibility of donations to,
especiaily, primary schools. As a result of
practical problems that are being experi-
enced, not only with the extension, but
also with the current deductions, no solu-
tion has as yet been found. In the light of
this, the committee has considered vari-
ous alternative suggestions for State assis-
tance in respect of education costs and
proposals in this regard will be submitted

to the Government shortly.

(3) Yes, notwithstanding various technical
amendments, the only substantial amend-
ment which has been made to section 18A
of the Income Tax Act over the past five
years, is the introduction of provisions

certain special funds which are to be
utilized for educational or training pur-
poses for the advancement of primary and
secondary education, to also be deduct-
ible for income tax purposes.

il aliowing donations made by companies to

Consolidation: purchase of land/cost

160. Mr P G SOAL mm#mﬂ\ﬁfmszmimﬁn of

Regional and Land Affairs: -
NS SOV

(a) What was the cost of purchasing land for
the purpose of consolidation in respect of each
(i) self-governing territory and (ii) indepen-
dent Black state as at 31 December 1991 or the
latest specified date for which figures are
available and (b) how much land was added in
each case?

B3%0E

HOUSE OF ASSEMBLY




Income tax grew by,

CAPE TOWN - Individual income
tax had increased by more than 90%
in the last three years to compensate
for government’s mismanagement of
the economy, DP finance spokesman
Ken Andrew said yesterday.

Speaking during the Budget debate
in Parliament, he said Finance Minis-
ter Barend du Plessis had forfeited
R5,2bn for 1992/93 by giving full input
credits on capital and intermediate
goods.

"To compensate for this error, the

“tax Yqueeze Is now belng applied

ruthlessly. Incorne tax on individuals

is up by R6,5bn and has risen by 54%
over the past two years. i
And at a time when incomes were
dropping, individual income tax in-
creased by “more than 90%". He said
Ministers living on “fat-cat salaries
could afford to laugh but it is no
laughing matter”. "
The IMF in a recent report said the
tax burden on whites was high by

in thrée yearg22)DP

*international stardards and raising

-these further would be likely to raise

disincentives to very high levels,

+ ~ He said the Finance Minister stat-
ed the Budget was 16,5% or a real’

growth of 2% on revised expenditure
for last year. _
“This is misleading. It would only
be a valid comparison if there were a
. nil Additional Appropriation in Feb-
.. ruary next year,” Andrew said.
. dast year the.claimed 18,7% in-
crease turned into 15,6%, he said.

!
J




hich has
ntation,
AN TAYLOR

INDIVIDUAL income
tax had increased by a |3
massive 90% over the
past'three years, Demo- ]

drew charged yesterday.
< In the past two years it |4
had gone up 54%, he said
dutx‘gngbyfstg"gay’ u% :
get debate. /
Mr Andrewz:ﬁlg :
the Finance Minister, Mr }3
Barend du Plessis, had
“painted himself into a
corner last year by giv-

;its on capitaland i me-
digtegoods"( S

is meant ad for-

: Tl
.. . -elags hepause he “didn’t

3

feited about R5,2 billion
of revenue in the 1992/93

financial year instead of . - U

phasing in the input
credits over five years.
“To compensate for
this error, the tax
squeeze is now being ap-
plied ruthlessly to hard-
pressed salary and_

wage-earpers,~ said Mr
Andrew| (v}
In Febr he minis-

ter had said that the
total individual tax load
wag:“too heavy”, yet six
weeks later he increased
the 16ad €7, %J?,f 7.
“There was'also a'28%
increase in customs and

ing in South Afrjca had
decreased on average'by
0.8% each year'since
1980, the executive di-
rector of the National
Productivity Institute
(NPI), Dr Jan Visser,
said yesterday. . -
“South Africansyhave
become poorer due to
low productivity” and
economic growth,” he
said in a review in the
NPT's . annual report,
tabled in"Parliament,




By Peter Fabrici
Political Correspondent
— T

CAPE TOWN — Taxpay-
ers will be forking out an
amazing R25,5 billion a
year on social grants by
the turn of the century
unless the Government
devises a scheme where-
by all South Africans
make compulsory contri-
butions to their own so-
cial security,

According to Demo-
cratic Party MP Brian
Goodall, even in the
1992/1993 tax year, tax-
payers will be paying out
R8,463 billion in social
grants — and 24c of each
R1 of individual tax
would go to social
grants.

Mr Goodall, MP for
Edenvale, revealed these
figures in Parliament
during the main Budget
debate yesterday.

His dire warning about
the growing tax burden
followed Wednesday’s
speech by his colleague,
Gardens MP Ken An-

drew, Who said that in
the last three years reve-
nue from individual ip-
come tax had grown by
more than 90 percent.

Mr Andrew said Fi-
nance Minister Barend
du Plessis had erred in
giving immediate ful]
VAT input credits on
capital and intermediate
goods.

Squeeze

He had thus forfeited
R5,2 billion in revenue in
the 1992/3 tax year. To
compensate, hard-
pressed salary and wage
earners were now being
“squeezed ruthlessly”.

Individual income tax
this year was up by
R6,5 billion and had risen
by 54 percent in two
years.

Mr Goodall said tax-~
payers would contribute
25 percent more this
year to paying social
grants, This was in line
with the trend over the
last few years — an an-

ays MP

st 2913190

cent in real terms, while
the economy was grow-
ing by only I percent,

The situation was un-
likely to improve, he
said. In the next 10 years
there would be an extra
800 000 aged people in SA
and in the next 30 years,
3 million.

Mr Goodall said the
Government’s laissez-
faire approach had not
worked. Only half of the
economically active pop-
ulation contributed to a
pension fund. More than
2,5 million pensioners
were relying on the
State, and there were
only 350000 private and
civil pensioners.

Mr Goodall cited sev-
eral countries which had
similar per capita in-
comes to South Africa,
all of which insisted on
employee contributions
for old age benefits.
These countries included
Chile. Columbia and sev-
eral African countries
such as Ivory Coast,
Kenya and Nigeria.

nual increase of 7 per-

.
»
,,a
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huge burden |
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TAXPAYERS will' pe aying;
R25,5 billion 2 year for socialpgpants
by the year 2000 unless the govern-,
ment devised a scheme for all South
Africans to make compulsory contri-
butions to their own social secirity,.
. Eiven in the 1992/1993 tax year, tax-:
payers would pay out R8,4 billion. in
social grants and 24 cents of ‘each. R}
of individual tax would go-to social
g'rantsm LSRN " i L
Edenvale Democratic Party MP Mt
Brian Goodall disclosed the figures in
parliament during the main Budget
debate yesterday. o oy

. His dire warning about the-growing
tax burden of social welfare followed
Wednesday’s speech by Gardens MP-
Mr Ken'Andrew, who said-that in the
past thrée’years individual income
tax had ‘increased by more than 90
percent. .

MrAndrew said Finance Minister

Barend.du Plessis had erred in giving
immediate full VAT ‘inpiit “credits on
capital and intermedjate goods,

‘He had thuis forfeited R5,2 billion in

revenue in the 1992/3°tax ear. To |
compensate, hard-pressed -sa ary and

wage earners -were now being |
“squeezed ruthlessly”, -
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Sacob (E

By Michael Chester

The SA Chamber of Business
sent an urgent appeal to Fi-
nance Minister Barend du Ples-
sis yesterday to order a six-
month postponement of contro-
versial plans to bring several
basic foodstuffs into the VAT

. net next week.

Sacob urged the Minister to

maintair. the protectmn of the |

items-from VAT “until effective
social assxstance programmes
are in place> ™" ..

The mtervennon by business
followed threats of widespread

retain zero rating

strike action unless the Govern-
ment abandoned plans to lift
the zero-rating of VAT on nine
basic food items on April 1,
leaving only mealie meal and
brown bread outside the net.

When VAT was introduced
last September, the Govern-
ment said the zero tax rate on
the items was a “temporary”
measure.

In an urgent letter to the

" Minister yesterday, Sacob said

the poor performance of the
economy, and an increase in un-
employment and poverty, made
it “clearly inadvisable” to end

the zero-rating on the items at
the end of the month.

“The need to postpone this
move is underlined by the fact
that Government’s nutritional
programme appears to have
been slow in reaching the very
poor,” Sacob added today in a
statement.

“One of the root causes of so-
cial unrest and violence, which
stands in the way of a sustain-
able economic revival, is pover-
ty,” it said, “and we believe that
this should be addressed direct-
ly and not through the tax sys-
tem.

ot




told329)
JOHANNESBURG: =
-The: VAT zero-rating:on’
certam foods should:not.
"belifted for another six-
months, the South Afr

;.¢an :Chamber of . Busi-
ness 'yesterday. told: ithe"
\Minister of Finarn¢ Mr
Barend du Plessm K

Athe very poor," thé 1‘
. add d.

* Sacob suggested o' Mr
‘Du Plessis - that “diiring
‘the next six-months.the
programme be reviewed
at a mini:summ

Sapa Cﬂ'gﬂ ’g‘h‘_
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Plea on zero-rating

SACOB yesterday urgedFinance
Minister  Barend du Plessis _to.
:postpone for six months the lifting

of VAT zero-rating certam
‘hasie foods. 20
In a letter to i

id the poor performancg of the
‘economy and a rise in uremploy-
ment made it inadvisabléito' énd
he zero-rating of certain
s,tuffs at the'end of Marchi'
Sacob suggested the poveérty re-
Tief programme be reviewed at.a.
imm-summlt Jn, thé " next six




\ Inland(Revenue ‘deputy . dlrectOt Aidal
. Keanl 5

Tiscus-about R690m ini'the 1992 fiscal year.

Ernst & Young ‘tax manager Graham

Williams says many companies are being -
caught for not 'paying the R2 revenue '

: starip which should’go-on any agreement,
«consmered binding, between two or more
Lhis includes contracts of employ-

D ; payme ught'
in an additional, RZ 391m iri the tax § year to.; &

end-February 1992, B[pc"‘j ) ZHL

)
lems; areldocuments relatmg toi finance
transactmns and guarantee agreements
The" penalties for;-
“instrinient” withi :
are tw'ce that
stai

daysiof ekeeution
lus the. duty, If_

Ly betoiies three fimes the normal

y,plis the daty.
‘If the Commissioner for Inland Rev-

- énue feels a party is deliberately attempt-

ing to ayoid the duty, an additional penaly
of up to, R4 000 per instrument is payable .

* by the gullty party,” Williams says. “Large
" companjes could find they owe the Recew-
“er a substantial amount of money.”
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THERE 1s strong speculation that the Mmlster
of Finance, Mr Barend du Plessns will have to‘
back down again on VAT

Mr Du Plessis lias called a press conference onv
VAT for Monday afternoon., RS .

Thls comes after he faced a tldal wive of calls to!
drop the imposition of VAT..on basic’ foodstuffs :
which were previously zero-rated. - - s

Last year Mr Du Plessis bowed to: pressur and‘
dropped the rate of the controversml tax.

The minister announced in his’ budget 145t week
that foodstuffs which had been zero- -rated with'ef-"
fect from September last year would lose that' status
at the'end of this month. However, exceptlons would
be mad for maizemeal and brown bre:

The dnnouncement met wnth w1despread outrage; "v
ANC' president Mr Nelson Mandela ‘thréaténed
mass.action’ of a type the country had, never seen

Financé: Department sources dechned to coin-’
ment yesterday, but there has also been-a chorus of
protest from MPs of all parties durmg ‘the budget
debate this week.

Also at the press conference will be Health Minis-
ter Dr Rina Venter and Deputy Finance Minister Mr
Theo Alant. Dr Venter has been deeply involved in
assistance programmes, and<her presence could
indicate that an upgrading of these could be the .
central theme of the announcements.
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VAT: Barend expected
to stick to his_guns

N )
Political Staff 326} ARG 3¢J3 l’rL
THE government is unlikg] y to back dowr today
on VAT being imposed from Wednesday on basic
foodstuffs.

Finance Minister Barend du Plessis seems de-
termined to brave the storm which this decision
will unleash — including a threatened general
strike in July — amid a growing outery for contin-
ued zero-rating on these items.

“I'am confident that our tax philosophy is in line
with that of successful countries,” he said in an in-
terview today.

“Cosatu is trying to impose on this country eco-
nomic principles, including important tax aspeets,
that have failed miserably through the world,” he
said. .




er Mr Barend du:Ples
' the zero.rating of basic:food-
yrding to governmentsources.
ss:conference in Pretoriathis |
ealth Minister Dr Rina Venter
ance Minister Mr Theo Alant, who.

. i ) frontafioi_f"ovér the jmplementa-
tion of VAT last year, Mr D1 Pless

at
uffs for six months. .

he zero rating expirin id)

s predicted:that he would extend,
forestall threatened mas
{ hes to avoid i
Codesa is at.

He is known {o be’unhap ‘ 12

int firther éxtensions:: A% lie believes that the
AT system operates more ‘effectively -with a
um or no;exemptions and that it isbétter to
methods of targeting the poor forrelief |
He is unlikely to back down’completely
int'a- permanent éxemption. .’ .
enter, who is ré

£ito” the poor;-will
rested organisa-
ed the

as set,aside for foo telief,
- because it took so.longto
ctures for chann, i

rating’-period until ¢
Venter and. organisation
osf' ensuring-the efficient d

ked down

s action
viéw..of

pon-

ng he
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_‘ .|| By Paula Fray
'Consumer Reporter
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‘Finance Minister Barend du

|Plessis faces a groundswell
|lof resistance against Gov-
‘|'ernment plans to go ahead
-{iwith the lifting of the tem-
-}iporary zero-rating of nine

basic foods on Wednesday.

" The Democratic Party and
"several leading businessmen
yesterday joined big business,

.| consumer organisations, the
.| ANC and the Vat Co-ordinating
;| Committee (VCC) in protesting

‘against the lifting of the conces-

| sions.

The Minister is expected to

[ clarify the issue later today at a

_press conference in Pretoria.
DP finance spokesman Ken

‘| Andrew said yesterday the im-

‘position of additional tax on
food at this stage would be in-
humane and politically provoc-
ative.

Mr Andrew appealed to the
‘Minister to abandon his plans to
charge VAT on the foodstuffs:
“It makes no economic, social

"1 or political sense to institute

VAT on foodstuffs previously
'zero-rated.”
Consumer organisations have

‘|'expressed alarm at Govern-

‘ment intentions to lift the con-
cession aimed at poorer con-

“|'sumers while the South African
‘| Chamber of Business has ap-

pealed to the Minister to post-
pone the lifting of the zero-

?7_

A the weekend, the South
African Milk Orgamsatlon
(Samo) joined cries for the zero-
rating to be extended in view of
the erippling drought.

“The extraordinary drought
has already exerted much pres-
sure on costs and prices, and
this pressure will only in-
crease,” said Samo chairman
Dr Marthinus Hermann. “The
additional increase due to VAT
has thus come at an extremely
inconvenient time.”

Checkers/Shoprite managing
director Whitey Basson said
that in implementing the Gov-
ernment’s programme of eco-
nomic recovery it was vital not
to lose sight of the reality that
many people were living below
the breadline.

Inflation

According to Mr Basson the
drought and recent increase in
the fuel price had exacerbated
the plight of consumers already
in a eritical financial position
due to a depressed economic
climate and the high rate of
food inflation.

In the light of reports that
millions of consumers were cur-
rently living way below the
breadline, Mr Basson said the
imposition of VAT on basic
foodstuffs would expose lower-
income groups to malnutrition
and, in many cases, famine.

The ANC reiterated its call
for the VAT exemption of all
basic foodstuffs and said any
government “with a modicum

ratings for a further six months.

ver foo
mg STOWS

of humanity” would be alarmed
at the rocketing food prices and
its effects on the lives of the
downtrodden.

“However, the De Klerk Gov-
ernment insists on perpetuating
hunger and its attendant hard-
ships. This is unacceptable and
must be challenged with all the
might of public opinion,” it said
in a weekend statement.

The ANC said although the
Government had argued that
the zero-rating of foodstuffs
was temporary to allow for the
institution of relief pro-
grammes for the poor, these
programmes had not been im-
plemented in any meaningful
way.

According to the VCC the
widespread calls supporting the
extension of the zero-rating of
VAT on basic foods showed that
an “increasingly wide spectrum
of South African society recog-
nises the urgent need for the
Government to reconsider its
position on this issue”.

“This is a matter of life or
death for hundreds of thousands
of South Africans. Starvation is
already widespread. Food
prices have rocketed. The bur-
den on the poor is crippling,”
said the VCC. }

The VCC appealed to Presi-
dent de Klerk to meet and dis-
cuss the application of VAT,
how to bring down food prices,
the negotiation of an adequate
poverty relief programme, and
measures to address the prob-
lems VAT was causing for
small business.
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PRIVATE investors risk financial sui-
cide if they dabble in SA’s futures
market through a third party, says
Investor’s Guide publisher Taco
Kuiper.

Kuiper says that is the only conclusion
he can draw after entrusting a R100 000
investment to the now defunct Greenwich
Futures and Options. He claims in mid-
1991, his discretionary account was poorly
and improperly managed by the firm.

However, the SA Futures Exchange (Sa-
fex) has investigated Kuiper’s allegations
and has found that unless Kuiper can sub-
mit more information to substantiate his
claims, there are no grounds for finding
Greenwich acted improperly.

And futures market sources said at the
weekend discretionary accounts were a
rarity in SA. Futures were traded on prin-
cipal basis — where clients are consulted
on every deal — or as part of a wider
investment portfolio.

In the latest edition of the guide, Kuiper
said: “A watertight agreement existed be-
tween Greenwich and the Investors Guide.
Managing the account was in terms of a
diseretionary mandate, therefore, trading
was to be done on an agency basis.”

He said between May 24 and July 20 not
only was his R100 000 investment whittled
down to R34 000, but Greenwhich earned
R12 600 on commission on 42 deals in man-
aging the account, plus “thousands more”
by doing deals on a principal basis as well.

Kuiper said he discovered this after his
position was closed and asked Safex to

rned:
tures

2 ]
investigate the matter. -
" But Safex assistant MD Patrick Birley
said yesterday the exchanges complaints
and surveillance committee had inyesti-
gated the matter in December Tast year .
and found “in terms of the documerif§ sub-
mitted by Kuiper and Greenwich, the com-
pany had not acted improperly with fégard
to exchange regulations”. =
“Clients who lose money are often upset,
but Greenwich acted in good faith and
within the rules of the exchange. What is
clear is that the company made soth& bad
trading decisions apparently with Kuiper’s
assent,” he said. b
Birley said the committee found no evi-
dence to support Kuiper’s allegations that
Greenwich had accepted a discretionary
mandate, and the company had Sought
Kuiper’s permission on every deal'1t had
made on his account. Kuiper had so far.
refused an offer of arbitration and failed to"
submit more information to support his
claims. o9
“That is where the matter nowE Tests,”
Birley said. L
Former MD and founder of Gretfiwich
Bryan Coyne, who sold his 49% staka-in the
company last month and left to jbistInves-
tec’s futures division, said the Safex inves-
tigation had vindicated Greenwich’s posi-
tion. Greenwich had never avcepted
discretionary mandate from Kuiper.
Kuiper was unavailable for comirient on
Friday. ’
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Tax burden shifts to individuals

IN the past 15 years SA’s tax burden has

[ GILLIAN HAYNE »n

shifted squarely onto the shoulders of indi-
vidual taxpayers.

In the 1992 tax year they funded more :\j
than 70% of the country’s revenue, com-
pared with 255% in the 1977 tax year, O~

gre indeed. 320

Lester said although the effects of fiscal
drag were not felt in the short term, over a
10-year period they were substantial.

Speaking at a Budget and Tax Review,~~ For example, the pre-tax earnings of a

BDO Spencer Steward tax partner Mat-"\
thew Lester said the recession and rising <
unemployment would soon make it impos-
sible for individuals to meet government’s

demands.
In terms of the latest Budget, taxpayersg\
would have to pay personal tax of
R35,511bn and VAT of R21,020bn to financeQy
the bulk of the country’s expenses. ~
Within the same 15-year period, com-{Q
panies and mines saw their tax contribu-
tion fall from 28,8% to 17% of the total
Budget.
Seen in this light the concessions given
to reduce the effects of fiscal drag for
lower to middle income earners were mea-

man on a salary of R30 000 a year in 1983
(assuming annual increases of 15% and a

q Constant inflation factor of 15%) cGuld be

304% up in 1993, while his tax Hability
would have increased by 457%. Taxpayers
were getting poorer, Lester said.

He said if taxpayers were unable to
meet the tax commitments of the e@8nomy
SA might have to approach the IMF for
significant financial assistance. _ -

The current year’s Budget -exteeded
R106bn for the first time, an increase of
89% on 1992. Lester said a frightening
aspect was that taxes would be raised by
R12bn or 16,4% while the Budget its8if only

increased by R8,7bn or 8,8%. Y

L
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CAPE TOWN — Finance Minister
Barend du Plessis is expected to ex-
tend the zerorating of basic foodstuffs
today, say government sources,

It could not be established yesterday
How long the concession would last, but it is
understood that Health Minister Rina
Venter, who is responsible for targeting
food relief to the poor, will soon start
negotiations with interested organisations
on how to channel the R400m in food relief
set aside to those most in need.

Last year R220m was set aside for food
relief for the poor but only half was spent
because it took so long to set up systems
and structures for channeling the relief,
officials said.

Du Plessis, Venter and Deputy Finance
Minister Theo Alant, who is responsible for
overseeing VAT, will host a news confer-
ence in.Pretoria today.

The ;ANC and Cosatu have threatened

‘mass action if the zefo rating is not ex-
tended, At the weekend Sacob, the SA Milk
Organisition and the Cape Town Chamber
of Commerce also called for an extension.
Following last year’s confrontation over
the implementation’ of VAT, ard the two-
day national strike, Du Plessis was forced
to back down, reduce the VAT rate..and
zero rate a‘number of‘extra foodstuffs.
At the timie he said this would be for only
six months; to the end of this month, when

the position would be reassessed. There

whole year.

is did not want to commit |

_BILLY PADDOCK I
partial concession by extending the zero
rating on brown bread and maize meal,

" Thezero rating on other goods expires at
midnight tomorrow and because of the
widespread antagonisi and threats of fur-
ther strikes and demonstrations that gov-
ernment wants to avoid, especially with
Codesa at a sensitive stage, Du-Plessis
would extend the period, sources: predict-
ed.

It is known that he is unhappy about
having to grant further extensions, due to
the belief that the VAT system operates
more effectively with a minimum or no
exemptions and that it is better to use
other methods of targeting the poor for
relief purposes. So he is unlikely to back
down completely with permanent exemp-
tions. R -

It is more likely that Du Plessis will
extend the period until consultations be-
tween Venter and organisations such as
trade unions and consumer groups have
resolved ways of ensuring efficient distri-
bution of reljef.

GERALD REILLY reports from Pretor-
ia that the SA Milk Organisation chairman-
Marthinus Hermann irged Dy Plessis to

.extent zerg' rating .ofi certain{daify- pro-

ducts ¢to"strengthen nutritional and eco-
nomic:support of iini efpriviliged:groups”.
Hermann. said the dfotight had already
exerted great pressure on:costs:and prices
which would increase ‘during’ the year,
Sacob has turned thie screws on Du Ples-

sis. In a statement List week thé organisa-

:

Earlier this month Du Plessis made a

O To Page 2

VAT relief %7 %,
tion pleaded for a six-month extension of

the zero rating of certain basic foods.
The poor performance of the economy

.| and increased unemployment made it in-

advisable to terminate the zero rating at
the end of this month, Sacob said.

Sapa reports that the ANC on Saturday
welcomed Sacob’s stand, saying the target-
ed relief programmes had not been imple-
mented, nor were the funds allocated ade-
quate for this purpose.

It said President F W de Klerk should
meet the Vat Co-ordinating Committee to
discuss the issue. An adequate relief pro-
gramme should be negotiated, mecha-

nisms should be created to bring down food

@_ZZ@ O From Page 1.

prices and the problems of small business
in implementing VAT should be addressed.

DP finance spokesman Brian Goodall
said until an efficient poverty aid relief
delivery system was in place it would be
extremely unwise in the current socio-
economic climate to terminate the zero
ratings.

LINDA ENSOR reports that Cape Town
Chamber of Commerce acting president
Herbert Hirsch also called on De Klerk to
extend the exemptions.

Hirsch said government’s poverty relief
scheme to offset the effect of VAT on the
poor had been “dreadfully slow” to take
effect.
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CAPE TOWN — The life assurance
industry is ho ing that the three-fun!
principle for the taxation of life of-
fices < announced by Finance Minis-
ter Barend du Plessis in his Budget
will-be incorporated into
the Income Tax Amendment Act.
This usually comes besore Parlia-

ments the Budget proposals. It is ex-
pected that the Sixth Schedule to the
Tncome Tax Act will be scrapped
soon and replaced by a regulation in
the Insurance Act

Life Offices’ Aséociation (LOA) di-’

rector Jurie Wessels said initial cal-

dustry
should the three-fund proposal be im-
iemented, although life assurers
which concentrated on retirement
business could end up paying more.
Currently life offices operate two
funds: an untaxed fund derived from
retirement-related policies, taxed in
the hands of the beneficiarys and a
taxed life fund. The assurer is al-
lowed to deduct only 55% of the life
| fund’s gross expenses, has to include
dividend income S part of taxable
income and ‘mus: apply the t0D mar-
inal rate for policyholders instead of
the average rate, ‘which the industry
believes should be applied.
The assurer as a company does not
paytaxon surpluses derived from the

;ure

Ac

e

hgpe
change

untaxed fund.
The Equal Competition for Funds

in Financial Markets committee — .

chaired by Finance Minister Barend
du Plessis’ special adviser Japie Ja-
cobs — recommends three funds. In
addition to the taxed policyholders’
pension,
provident and retirement annuity

subject to the company ax rate.
Wessels said the corporate fund
would consist of the surpluses of the
taxed and untaxed funds.

Pleasing to the industry is the fact
that the trustee principle woul
apply to the policyholders’ fund. All
expenses would be deducted

urposes, 10 tax would be paid on
dividends and the average ‘marginal
rate would be applied.

Wessels said 2 committee of life
assurance actuaries, nland Revenue
and Financial Services Board Offi-
cials were working out the details of
the proposals, such as how t0 allocate
shaved overheads t0 the three funds
and how 0 provide for the tax treat-

which did not have
would have to create them out o
their untaxed free reserves to comply
with the new glispensaﬁon.

or tax |
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Support fo%ro o
rating basic food?®

THE Co-ordinating Committee on VAT yesterday wel-
comedcalls by Sacoband the SA Milk Producers Associa-
tion support; he exgension of zero -rating VAT on basic
foods. E00 i % -

“The calls by these two major husmcss organisations,
following soon after the powerful demand by the president
of the ANC, Nelson Mandela, show that an increasingly
wide spectrum of South Affican society recognises the
urgent need for government to reconsider its position on
this issue.

“This is a matter of life or death for hundreds of
thousands of South Africans. Starvation is already wide-
spread Food prices have rocketed. The burden on the poor
is crippling.

“Government's refusal to extend the zero-rating on
basic foods is heartless and ill-thought out. We cannot
acccpt that the technical symme!.ry of atax system should

d at the expense of pread suffering.”” - Sapa
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‘THE Government looks set to bow to con-
certed public pressure on VAT and is today
expected to announce a temporary exten-
sion of the zero-rating on certain basic
foods.

‘Cabinet sources yesterday indicated the
Government would not budge from its
original plan to impose VAT on all but the
most basic foods from tomorrow.

Three Cabinet Ministers, including Min-

+ ister of Finance Mr Barend du Plessis, were

to hold a Press conference yesterday.

They were expected to announce that
VAT would be slapped on nine food items
- including samp, powdered milk, mealie
rice, whole mealies, dry beans, fresh milk,
canned pilchards and rice.

These were the food stuffs for which a
temporary VAT-free concession was
granted when VAT was introduced on Sep-

ut on hc
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I \Sowetan Correspondent

Klerk, on the issue.

1t is likely that a decnslon to temporarily
extend the zero-rating of basic food stuffs was
taken during these consulations.

Apart from averting a threatened strike by
trade unions, the Government's decision may
well have been influenced by the knowledge
that most major business organisations also
favour an exiension.

Business organisations are today expected to
appeal to Du Plessis to postpone imposing VAT
on basic-foods, which would have left the
Government standing alone on the issue.

Last night Du Plessis would not divulge on’

whathe would announce today but gaveastrong
hint at flexibility and concession.

“We never want to be perceived as being

gmatic and putting the plight of the poor in

3

tember 30 last year.
Thepress conference has been postponed
to today.
Yesterday Du Plessis consulted with his
including President FW de

any subservient position on the priority list.
"I'herefore we must seek to deliver our
tothebestad fthe needy and

at the Jowest cost to the taxpayer. This suategy
can vary from time to time,” he said.




Extension expected H,,OH. nine zero-rated foods

ovt retreat likely
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By Peter Fabricius
Political Correspondent

The Government looks
set today to bow to con-
certed public pressure on
VAT and announce a tem-
porary extension of the
zero-rating on certain
foods.

Cabinet sources earlier
yesterday indicated the Gov-
ernment would not budge
from its original plan to im-
pose VAT on all but the most
basie foods from tomorrow.

Finance Minister Barend
du Plessis, Naticnal Health
Minister Rina Venter and
Deputy Finance Minister
Theo Alant postponed a
press conference they were
scheduled to hold yesterday.

They were expected to an-
nounce that VAT would be
slapped on nine items —
samp, powdered milk, mea-
lie rice, whole mealies, dry
beans (including soya beans),
lentils, fresh milk, canned
piichards and rice.

These were the foods for
which a temporary VAT-free
concession was granted
when VAT was introduced
on Septernber 30 last year.

The press conference will
now be held today.

Yesterday Mr du Plessis
consulted widely inside the

T
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Government and, most signi-
ficantly, had a meeting with
President de Klerk.

It is likely a decision was
taken there to temporarily
extend the zero-rating of
basic foods — perhaps for
another six months.

Apart from averting a
threatened major strike by
trade unions, the Govern-
ment may well have heen in-
fluenced by the knowledge
that most, if not all, major

" business organisations fa-

vour an extension.
The postponement of the
announcement until today

G

and putting the plight of the
poor in any subservient posi-
tion on the priority list.

“Therefore we must seek
to deliver our-assistance to
the best advantage of the
needy and at the lowest cost
to the taxpayer.” .

A decision to extend VAT
concessions on food wonld be
a serious disappointment to
Mr du Plessis, who has
strongly championed the
cause of a pure VAT system
,with minimum exemptions.

" Sources close to him indi-
cated that he felt betrayed
by the busi wha he

gives or ion
an opportunity to make last-
minute representations to
Mr du Plessis.

The South African Cham-
ber of Business, the Afri-
kaanse Handelsinstituut and
many other employer organ-
isations are to be part of a
large delegation scheduled
to see the Minister before
the announcement.

They are expected to ap-
peal to him to postpone im-
posing VAT on basic foods,
which would have left the
Government standing vir-
tually alone on the issue.

Last night Mr du Plessis
would not say what he would
announce today, but strongly
hinted at concessions.

“We never want to be per-
ceived as being dogmatic

felt had compromised the in-
tegrity of the tax system for
the sake of ad hoc political
convenience. .

Last night Mr du Plessis
reiterated his view that the
tax system was ‘“an ex-
tremely blunt instrument to
distribute weaith to the
poor” — and that this should
be done as far as possible
through the expenditure side
of the Budget. -,

This had been achieved in
this year’s R100 billion Bud-
get in a variety of ways, in-
cluding the R1,2 billion relief
to lower-income groups by
reducing fiscal drag.

Mr du Plessis said that in
one way or another the Gov-
ernment was already spend-
ing R2,6 million monthly on
the needy.

Church fi
delibera
say Q%Em:

Staff Reporter 2{\3 1

One of Johannesburg’s oldest
churches, the NG Kerk in
Turifontein, was gutted last
night in a fire that firemen be-
lieve was started deliberately.

Most of the church, which
was built in 1918, was des-
troyed in the first 20 minutes of
the fire, which started just be-
fore 11 pm.

A spokesman for the Johan-
nesburg Fire Department said
a resident had called firemen
to the scene at 10.50 pm, but by
the time they got there a few
minutes later, the fire had al-
ready burnt through the roof
and much of the building.

The fire was finally put out
by the 15 firemen just before
midnight.

The spokesman said “delib-
erate fire-razing” was suspect-
ed as one of the doors to the old
church had been left open and
several windows had been
smashed before the fire ripped
through the building.

%7 R 2 =~
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By ANTHONY JOHNSON
Political Coivespondent
ORGANISED business and employer or-
ganisations today launch an 11th-hour bid
to persuade the government to drop its
plans to end zero-rating on basic food-

stuffs from midnight tonight.

Finance Minister Mr Barend du Plessis
said last night that the government was
“not dogmatic” about the politically ex-
plosive issue and claimed he “really did
not know” what he would finally announce
at a press conference on the matter this
afternoon.

He told SABC-TV that he regarded the
views of the Afrikaanse Handelsinstituut

(AHD, the South Aftican Chamber of Busi-
ness (Sacob) and leading employer organi-
sations as “extremely important” in reach-
ing a final decision.

A press conference yesterday was hast-
ily postponed after the business commun-
ity organised a last-ditch drive to per-
suade the government to rethink the issue,
which threatens to plunge the country into
a wave of mass action and a general strike.

“We are prepared to open our ears to
church and business leaders,” said Mr Du
Plessis.

Health Minister Dr Rina Venter said the
best way to help the poor was through
carefully targeted aid packages rather

than throligh blanket subsidies.

Welfare experts estimate that 44% of
South Africans and 90% of those in rural
areas are living below the poverty line.

A large cross-section of pressure groups
and parties have strongly opposed govern-
ment plans to include basic foodstuffs in
the VAT net. These include Cosatu, the
ANC, the Democratic Party, consumer
groups, Operation Hunger, 13 major
churches, the National African Chamber
of Commerce (Nafcoc), the AHI and Sacob.

The government may try to side-step the
VAT demands by pointing to growing state
allocations to relief and welfare pro-
grammes.
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PETER FABRICIUS, Political Staff-<
JOHANNESBURG. — The government looks
set to how to concerted public pressure on
VAT and is expected to ay to announce a
temporary extension of the zero-rating on cer-
tain basic foods.

Cabinet sources indicated earlier yesterday
that the government would not budge from its
original plan to impose VAT on all but the
most basic foods from tomorrow. .

Finance Minister Mr Barend du Plessis, Na-
tional Health Minister Dr Rina Venter and
Deputy Finance Minister Mr Theo Alant were
scheduled to hold a press conference
yesterday, . :

They were expected to announce that VAT
would be slapped on nine items — samp, pow-
dered milk, mealie rice, whole mealies, dry
beans (including soya beans), lentils, fresh
milk, canned pilchards and rice. V| |

These were the foods for which a temporary;
VAT-free concession was granted when VAT'|
was introduced on 'Septemberrgo last year. |
+'The press conference has been postponed
until today. L

Yesterday Mr Du Plessis consulted widely
insideé the government ‘and, most significantly,
had a meeting with President De Klerk at the
Union Buildings in Pretoria, W

1t is likely that a decision was taken there
to temporarily extend the zero-rating-of basic
-foods — perhaps for a further six months,

Apart from averting a threatened major
strike by trade unions, the government’s deci-
sion may well have been influenced by the
krowledge that most, if not all, major busi-
ness organisations alse favour an extension.

The postponement of the announcement un-
til today ‘gives business organisatioris an op-
portunity to make last-minute representations
to:Mr:Du Plessis, K
South African Chamber of Commerce,

the: aanse Handelsinstituut and many
employer .organisations are to be part of a
large’ delegation- scheduled to see hirp today

beori thié announcemént. o

They :are expected to-appeal to him:t¢: post-

poné- imposifig VAT on_ basic foods, which |

would have left the government standing vir- -

tually alone on the issue, :
Last night Mr Du Plessis would no \

what he would announce today but’gavea:

strong hint at flexibility and concession,

“, A decision to extend VAT concessions on

e



Govt likely to
consider pension
Proposals soon®
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THE Margo Commission recommendation relatin,
to retirement planning wijj Teceive government's
attention soon, KPMG Aiken & Peat tax partner

ennie Coetzee believes, et

,“Although 10 mention of the recommendation wag
made in the Budget, it remains an outstanding issye,”

Former judge Cecil Margo Suggested retirement gra-
tuities, including gratuities payable gyt of insiirance
policies, be treated as jf they were Iump sums from
pension, provident Or retirement annuity funds and taxed
at the beneficiary’s average tax rate for the Preceding
three years of assessment, S

Currently the lump sum portionof a retirement graty.
ity is taxed at the average rate applicable in the year in
which the beneficiary retires. However, as beneficiaries

In the White Paper drawn up by government respond-
ing to the commission’s recommendations, the autherj-
ties noted three possible ways to Protect existing mem.

1i] i i

mended changes, and ensuring that only existing mem-
bers would be entitleq o aretirement lump sum benefit,
However, these options have presenteq problems re-
lating to administrative efficiency and existing mem-
bers” equity rights, : .
Coetzee ‘believeq the authorities might fmplement
argo’s ree dation when di to the In-
come Tax Act are Passed by Parliament in June or July.
Life Offices Association (LOA) director Jurie Wessels
said the authorities shonld level the Dplaying fields he-
tween the private and public sectors before amending the
legislation, Currently the Iump sum portion of the retire.
ment gratuity is tay free in the publie sector,
——
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’CAPE TOWN — Last-minute repre-
sentations by influential business or-
.ganisations and employer groups yes-

du Plessis to postpone a major an-
nouncement on the issue of VAT zero
rating of essential foodstuffs.

Both the AHI and Sacob have said they
believe the status quo should prevail.and
that foodstuffs zero rated in October
should remain so.

Du Plessis will meet the or; tion

jovt plans
VAT stalled
otests

bjoey yf3lqr

terday led Finance Minister Barend

- BILLY PADDOCK and;.-
I KATHRYN STRACHAN,
with the economy in a bad state- and a high
rate of unemployment, it would:be advis-
able to keep the zero rating in;place for
another six months, B
‘" However; sources close to the;Fmance
‘Minister were indicating yesterday that
because of his dislike of granting conces-’
sions on VAT, Du Plessis might be pre-
pared to brave the threats and rely én

today to listen to their appeals and to brief
them on government’s opinion.

night - government was “not dogmahc
about the politically- explosive issue and
that he “really did not know” what he
* would finally ‘announce today:

*He.said on SABC-TV he regarded the
inpiit froin business as “extremely impor:-
. tant” in reaching a final decision.

AHI executive director Joe Poolman
said yesterday his organisationwas calling

posmon, and to gwe VAT a chance to work:
~_without further tampering. “It is especial-:
Ty 1mportant that the additional foodstuffs
' 'that . were zero rated .. . be jcontinued:be=
o caus ‘of the drought and uriemploymént.”
K ‘Saicab alsg called o :Du Plessis to retam
. th dtis qup{,‘and,wgmed of the onse-

BN dheﬁ&‘g ‘of disriiptions. Sa;oiv argued that

Our political staff reports he said last., .

*“on Du Plessis not'to change ithe current:

Health Minister Rina Venter’s food relief
programme to stave off a confrontation.

The inclusion of Venter at the joint news
conference — rescheduled to this after-
noon — indicated this might be the cgse.
She is expected to make an announcement
on exactly how targeting will take place.

But consumer groups and political: or-
ganisations such as the ANC and the; DP
have slammed the food relief system.and
noted that onily half of the R220m allocdted
for relief last year was spent, most of this
on setting up structures rather than.get-
ting relief to’ the needy. It is understood
that Venter will meet relevant groups for
consultations;on the programme her de-
partment intends implementing.

DP finance spokesman Ken Andrew
called on Du Plessis to heed;the calls'from |
sensible people.in business- and drop'ideas |

OTo Page 2 73 ..
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of stopping the concessions. ° -

The VAT Co-ordinating Committee said
Du Plessis’ decision to postpone his news
conference indicated he had been forced
into a rethink. The committee, formed to
fight the implementation of VAT, had re-
quested an urgent meeting with President
F W de Klerk to discuss the issue, spokes-
man Bernie Fanaroff said.

Fanaroff said that in spite of mounting
opposition from all sides to the plan to drop
zero rating on nine foods (brown bread and
maize meal are excluded), Du Plessis had
consistently refused to meet the commit-
tee since the general strike in November.

He predicted that Du Plessis would ex-
tend the period of zero rating, He believed
the of this decision would

@ [0 From Page 1
from left-wing and consumer groups.

But Fanaroff said pressure on govern-
ment would increase as it “could not turn a
blind eye forever to the serious situation
people are finding themselves in”.

Cosatu spokesman Nell Coleman said lns
organisation had decided at the }
that there would be mass action if Du
Plessis scrapped the zero ratings.

He said even if the zero ratings were
extended, a solution was still a long way
off. The issue would be resolved only if it
was negotiated with all affected parties.
0O 'The OK said y&sterday its stores would

absorb the VAT charges on foodstuffs for
19 days if they lost their zero rating as

come after the talks with business leaders,
and efforts would be made to convince
people it was not the result of pressure

heduled. MD Gordon Hood also appealed
to Du Plessis to reconsider the imposition
of VAT on basic food items.
@ See Page 3
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burdens cfgéqpames

INDECISION by the Receiver of
Revenue has placed another unne.
cessary financial burden on com-
panies frying to comply with VAT
legislation, tax experts say.

In a statement released yesterday,
Deputy Finance Minister Theo Alant
scrapped an amendment on the pric-
ing method for VAT which was due
to be implemented on April 1.

R for the decision incl
saving small businesses the cost of
changing their systems.

Emnst & Young tax partner Ian
MacKenzie said it was not clear why
this decision could not have been ar.
nounced months ago.

Vendors who had changed their
systems in anticipation of April 1
would be justifiably peeved at the
dithering which had led to the unne.
cessary expense.

The Receiver's statement said
companies would continue to have
the option of using the inclusive or
exclusive methods of showing VAT
on their invoices.

Originally companies were given
two choices for the format of tax
invoices — the exclusive basis re-
flecting the exclusive price, the VAT
and the total price, and the inclusive
basis reflecting only the VAT incly-
sive price and a statement to the
effect that 10% VAT had been includ-
ed in the price,

However, worries and representa-
tion, notably from Vatwatch, that
some companies would add their
profit margins to the inclusive price
in spite of being able to claim the
VAT portion back from Revenue as

LA !
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an input tax credit, led to the amend-

ment,

At that time Revenue also said the '

choice was creating difficulties as
vendors were demanding different
formats from suppliers, thus adding
to the administrative burden inher-
ent in VAT. .

The amendment, gazetted on No-
vember 9 1991, took away the choice
and said all tax invoices issued after
April 1 1992 would be required to
show the tax exclusive price, the tax
and the total amount payable.

Alant said in the statement re-
leased at the weekend that the
amendment would be serapped be-
cause of pressure from small busi-
nesses which had changed their cash
registers and invoices to cater for
the inclusive system. P

To adapt to the amendment would
incur further expensive changes.

Circumstances had also changed
since the introduction of VAT and
Revenue was confident that vendors
and suppliers had gained enough ex-
perience in the pricing of goods to
make the original worry unfounded.

Tax experts said the whole issue
was “much ado about nothing” but.to
wait until few days before the
amendment was to take effect was
inexcusable,

Most companies would already
have made the adjustments.

MacKenzie said the same was
bound to happenwith the exemptions
on foodstuffs which were due to be
lifted on April 1.
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“VAT blackl

Staff Reporter

ABOUT 45 companies
‘countrywide who have abused
VAT regulations since the tax
was introduced could be black-
listed if they have not acted on
warnings by tax inspectors by No-
vember 5.

“Most of the complaints re-
ceived from consumers concern

misleading advertising and dis-
playing of prices whereby the
basic price is displayed boldly
but the VAT-inclusive price is
hardly visible,” a Vatwatch
spokesman said yesterday.

Some companies, the spokes-
man said, had been charging VAT
on goods that are exempt from
VAT or zero rated.

The spokesman said after the

hreat for

T

infringements had been brought
to the attention of 90 offenders

countrywide, “about half” of the

companies _had acted on com-
plaints. et ”rq,

“Firms wWho put up their prices
before the introduction of VAT
and those who have incorrectly
overcharged are now giving re-
funds,” he said.
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for anti-VAT strike

' STEFAANS BRUMMER

and HANS-PETER BAKKER
Statt Reporters

CAPE Town is gearing up
_for a two-day general strike
against VAT next week.

On Monday and Tuesday
thousands of workers are ex-
pected to stay away from
work, some public transport
may not run and small busi-
nesses will close during certain
hours.

Essential health services and
the education sector have been
exempted from the: protest by
trade union federations Cosatu
and Nactu and political parties,
including the ANC and the
PAC. -

Organisers have promised
that public transport will be
available for students, teachers
and medical personnel.

Supermarkets will stay open.

The strike aims to achieve
VAT zero-rating on basic food,
water, electricity, medicine
and medical services.

- relief

The organisers also demand
that the government enter ne-
gotiations on “adequate poverty
relief programmes” and that
e provided for small
businesses who find it difficult
to administer VAT.

ANC official Mr Tony Yen-
geni said the ANC and Cosatu
were “not married to the idea
of a general strike” and even
at this late stage it could be
called off if the government re-
considered.

Spokesmen for Pick’'n Pay
and Checkers confirmed that
their stores would be open.
They said alternative arrange-
ments had been made to
counter the strike.

Nactu said they had enlisted
the support of City Tramways
bus drivers but a spokesman
said the company would do its
best to ensure that all services
ran on time.

Spoornet said suburban
trains would run normally.

Cosatu and other parties said
at a Press conference yester-

day that many small business-
es had agreed to close between
noon and 2pm on Monday and
Tuesday and that taxi associa-
tions had been approached.

There had been a call for
marches to local-authority of-
fices and for the occupation of
rent offices and private clinics
in protest against VAT.

The University of Cape Town
will remain open but the Uni-
versity of the Western Cape is
closing to allow students and
staff to take part in the protest
meetings and marches.

UCT exams and all other
functions would be as usual,
said registrar Mr Hugh
Amoore.

As in politically-motivated
stayaways, the university
would adopt a no-work, no-pay,
no-penalty policy.

At UWC exams have been
rescheduled and staff wishing
to support the stayaway will be

. able to do so. According to the

registrar, the principle of no-
work, no-pay will not apply.

The Cape Town Chamber of
Industries has recommended
that businesses apply the no-
work, no-pay principle.

Executive director Mr Colin
MecCarthy said the chamber
was unable to put pressure on
business but its view was that
Monday and Tuesday were nor-
mal working days.

ANC Western Cape chairman
Dr Allan Boesak said a moni-
toring body had been set up to
prevent intimidation.

“We will keep a very close
watch. We will identify those
people and try to isolate them
so that they do not have the op-
portunity to interrupt what will
be a well-disciplined mass-ac-
tion.”

Dr Boesak said the protest
action was “a rather drastic
one that the organisations in-
volved have not taken lightly
in response to the utter irre-
sponsibility of the
government”. -

Police spokesman Captain

Hendrik Opperman said police
atrols throughout the Peninsu-
a would be increased on Mon-

day and Tuesday, especially in

industrial centres, taxi and bus
ranks, railway stations and oth-
er places used by commuters.

Police would not hesitate to
act against intimidators.

There had been rumours that
vehicles had been driving
around townships threatening
reprisals if workers did not
stay away, but they had not
been confirmed.

Those intimidated could call
the nearest police station ano-
mymously and the complaint
would be investigated.




Political Staff -
TENSION over the two-day VAT
stayaway continued to mount yes-
terday as the organisers moved to
allay fears that intimidation and
violence would result from the
national strike.

The National Party entered the
slanging-match surrounding the pro-
test due for Monday and Tuesday with
a statement describing it as “highly
irresponsible”.

It said that if the campaign led to
violence, intimidation and a loss of
income the ANC and its partners
could not escape responsibility. .

The NP was also seriously dis-
turbed that there had already been
complaints of intimidation.

However, the text of the strike
guidelines issued by organisers Co-
satu and Nactu stresses that “those
who go to work must be allowed to do
so without intimidation”.

The Western Cape ANC said the
strike could still be averted if the
government reconsidered its unilater-
al imposition of VAT.

The government is' being called
upon to zero-rate basic foods, water,
electricity, medicines ‘and medical

services, negotiate on “adequate pov- ,

erty relief programmes”, special VAT
provigions for small businesses, and
“the establishment of a macro-econo-
mic negotiations forum to negotiate
key economic issues of concern to
workers, especially taxation and re-
trenchments”.

The VAT Actio™: Co-ordinating Com-
mittee was seriou. about the intended
stayaway on November 4 and 5 and
was “not kicking up. dust”, Cosatu
Western Cape secretary Mr Alan Rob-
erts said yesterday. e .

Essential sel"'v-icesr '

3 Significantly, Cosatu’s main partner
in the organisation of the worker boy-
cott, the National Council of Trade
Unions (Nactu), was absent from the
announcement of the plan of action,
and was not a signatory to it. Nactu,
however, has previously given its sup-
port to the action. '

Among Western Cape actions
planned for the two-day stayaway are

and no
buses or taxis except for medical
workers, students and those employed
in essential services. . i, .

It was stressed at the press confer-
ence yesterday that there was to be no
disruption of academic activities and
medical services. -

@ The University of Cape Town an-
nounced yesterday that the university
would be open during the stayaway,
and that the policy of “no work, no
pay” applied to UCT workers.

@ A letter allegedly written by an
Inkatha Freedom Party official to
companies on the Reef offering casual
labour for the duration of the strike

. sparked an angry reaction from the

ANC which said this could lead to
violent confrontations. , .
However, IFP centrai committee
member Mr Thamba Khoza distanced
the party from the letter which “did
not represent official party policy”.
The writer had not been authorised

‘to send the letter by local or national

IFP leadership. "=

He added that the IFP believed that
ail those going to work should be al-
lowed to do so without fear of intimi- ’
dation or harassment. ] i

L 1) -



I%W Cape

Staff Reporter

A general strike -next
week would. cost .the
Western' Cape R100 mil-
lion, Cape Town.Cham-
ber of Commerce man-
power manager Mr Charl
Adams said yesterday.

But it was difficult to
predict how many
people, would “join ‘the
strik

ome clouded by
“politieal and économic
sentiment”, he said. g

Mri® Adams Said a
general strike would |
cost’ the nation about.|’
R1billion and:could |:
have “Serious 1mp11ca- :
tions ‘which could. fur-
ther contribute to,“insta-
bility‘dnd violence”,

The Chamber of Com-
merce . had advised its
nmembers to.adhere to a
policy of no work no pay,
and it was management‘
prerogative "o mvestl-
gate. “every case”, he
said.

City. Couneil’ director
of personnel Mr David .
Beretti “said " essential

days, but the same would
possibly not be true of
non- essential services.
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EXT week’s two-day stayaway is
more than a tax revolt — it is part of a
frontal challenge to the government’s
right to frame economic policy.

The immediate issue s Value-Added Tax,
but the underlying agenda of the labour
moverent and its pofitical allies is to force a
moratorium on economic change and to
bring it within the ambit of negotiations.

The state’s “unilateral restructuring of the
¢economy” has become the latest union buzz-
phrase and VAT is seen as one facet of this.

The stayaway — the Congress of South
Aftican Trade Unions (Cosatu) prefers the
less accurate but more apocalyptic term
“general strike” — is the first concrete

| expression of emerging unity on the left.
Spearheaded by Cosatu, it also involves

_ the National Council of Trade Unions and

41

12 other worker bodies, and has received the
backing of the African National Congress,
the Pan Africanist Congress, the Azanian
People’s Organisation and the South African
Communist Party.

Tiiere's a
lot more

than taxes
Wrad LA

first concern is that almost every government
measure hits jobs or the living standards of
the poor.

VAT, they argue, has been introduced ina
particularly pristine form without regard for
the impoverished, while privatisation and
commercialisation have brought swinging
job cuts wherever they have been applied.
Tariff reform may also encourage lean, mean
enterprises with fewer employees.

But there is a more sinister perception of the
government agenda: “The underlying theme
of all these measures is to ensure that the

Martin Nicol. “Political reform will take
place without economic reform, without
redistribution except on the terms of capital.”

The argument is that by forcing through

cal negotiations, the National Party govemn-
ment is undermining the capacity of a post-
apartheid state to re-apportion wealth.

There are signs that popular resistance has

Process is partly at issue: the campaign is
integral to a broader push for a transitional
order in which the government starts to cede
power to the black majority. But the conflict
also centres on the nature of change — two
philosophies are at odds: socialism, ina loose
sense, and economic liberatism a la former

The Ioom}ng two—d\ay stayaway is, the
unions teli us, about taxes. But there are
more fundamental things at stake here,
reports DREW FORREST. The real issue
is: Who controls the economy?

put the brake on aspects of the government’s
programme. Commercialisation is proceed-
ing apace in such areas as the post office,
Transnet and state forests, but since last
year’s mass protests privatisation appears to
have been quietly shelved.

British prime minister Margaret Thatcher:

There is general agreement that restructuring
is taking place, but that it is nothing new.

Faced with declining growth rates in the
early 1980s, says top Finance Department offi-
cial Coen Kruger, the government moved to
spur economic activity in line with world
trends by scaling down its role and giving the
private sector its head.

“When the economy was strong, policy was
essentially a response to the business cycle,” he
said. “For some years there has been a long-
term, comprehensive approach to restructur-
ing.”
Alan Hirsch, a Cape Town economist who
advises the ANC, believes that the influence of
Afrikaner capital, notably in the person of for-
mer Gencor boss Wim De Villiers, was crucial

came to see apartheid as synonymous with
economically interventionist govemment.

Linked to this was a move from import
replacement to an-export orientation — large-
Iy because local production of former imports,
an offspring of “total strategy” thinking, had
reached its ceiling.

The new outlook gave rise to a cohesive
package of fiscal, monetary, trade and other
policy reforms designed to boost private busi-
ness and expand its role. These included pri-
vatisation and commercialisation of state con-

to the shift. He also argues that the government |

cerns, deregulation and moves, in the 1988
Labour Relations Amendment Act, to limit the
power of organised labour.

Fiscal reforms have seen a cut in direct taxa-
tion on companies — by two percent to 48 per-
cent in the last budget, but the official aim is 40
percent — coupled with a nove to a broader-
based consumption tax, VAT.

VAT is central to the state’s new “outward”
policy. By taking machinery purchases out of
the tax system —— capital goods were subjectto
GST — the new tax is designed to put South
Affican exporters on the same footing as their
foreign rivals.

The tide of laissez-faire is also nibbling at
the protective walls around local industry: in
moves to boost business efficiency, reduce
prices and spur exports, the government has
scrapped quantitative_ import controls and is
restructuring protective tariffs. A recent
Industrial Development Corporation report,
under consideration by the government, calls
for tariffs to be reduced gradually.

Coen insists that the government’s aim is to
promote growth, create jobs and broaden the
tax base, to raise additional revenue for social
spending. A key rationale for VAT, for exam-
ple, is that as a more efficient instrument, it will
stem leakages in the tax system.

The unions take a very different view. Their

It is significant that in March last year
President FW de Klerk announced that R1-
billion earmarked for social projects might be
raised from the proceeds of privatisation,
Instead, the money that was spent came from
one of the govemment’s strategic funds.

Next week’s stayaway is uniikely to force
changes in the VAT system, but it will
undoubtedly encourage greater state circum-
spection about economic reform without con-
sultation. .

The conflict also raises some prickly ques-
tions for the unions, which are formally com-
mitted to spurring growth, improving industri-
al efficiency and promoting exports.

Can these objectives be squared with
Cosatu’s own restructuring proposals, which
lay heavy emphasis on job security.and
expanded worker power? Wil they be served
by the greatly increased strike rights Cosatu is
demanding? How, without rewarding and rein-
forcing inefficiency, is one to protect employ-
ment in uncompetitive industries and the bloat-
ed public sector? R

While formally acknowledging a post-
apartheid role for private business, unionists
often evince a knee-jerk hostility to profit as
inherently exploitative. More broadly, what is
Cosatu’s attitude towards company profitabil-
ity and to government measures which seek to
promote it? :

major economic change in advance of politi- -
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VATWATCH is deferring any p re-
place the committee members who quit
last month until Zf;e,s 2&? week’s planned
general strike. 1/

Half the 10-member Vatw/mh .g:oqm4nit-
tee pulled out of the -organisation in mid-
Octobar 4fter pressure from the Co-ordin-
ating Committee on VAT, -

Vatwatch chairman'Prof Louise Tager
voiced concern yesterday that, with com-
mittee members misging, Vatwatch was
no longer nationally representative. ® « -«

But Vatwatch spokesman Plerre de la
Rey said: “We have o patticularly active
campaign to re-recruit people tothe com:
mittee. We'll wait and seé what happens
after the strike.” R

Representatives of Nafcoc, Nactu, the
Civies Association of the Southern Trans-
vaal (Cast), the Black Gonsumers' Union
and the Labour Research Service have quit
the committee. =~ "t - S

Tager i3 now assisted by the five re-
maining committee members represent-
ing the Rand Aid Association, the SA Con-
sumer Council, the SA Consumer Union,
the Housewives' League of SA and the
Black Housewives’' League. T

De la Rey said the members who had
withdrawn had done so in sympathy with
the co-ordinating committee view that
government should have formed a statu-
tory body “with teeth” to monitor VAT’s
implementation. RO 4 .

“We are just walting to see what rhetor-
ic and statements emerge next week —
whether the strikers support Vatwatch,
shoot it down or dismiss it. The committee
will then consider its fufure” °
. Tager said each” membér -of the

Vatwatch committee had a constituency to
represent. “Most of the people who have
left have constituencies in the poor com-
munity. We want Vatwatch to be natlonal-
ly representative and our concern is that
the majority of the poor are now not
represented” <« - - - . A

Pending a decision on the vacanciés on
the committee, work is going ahead on
surveys of the prices of goods and services,
Today is the last day of Vatwateh's first

D‘}o Page 2
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Vatwatch 'b“’\;?\e“

post-VAT prices survey. The data will be
analysed next week and publication of the
survey is expected mid-month. The watch-
dog is also finalising sectorial market re-
search into office rentals since the intro-
duction of VAT. .

De la Rey said publication of a list of
VAT offenders profiteering from the new
tax was unlikely. “We have not come
across any blatant crookedness, so we have
no list to publish. It’s wonderful to see the
general response from business people.

@@D From Page 1

Most of the explanations for price rises
have been satisfactory.”

Tager said the concept of price controls
had been raised in the Vatwatch commit-
tee. “There was a brief discussion but the
practicality and merits of price controls
are far off our thinking at this stage. They
tried it in other parts of the world in the
"70s and it did not reaily work. A lot of
people believe that regulation is prejudi-
cial to the consumer.”
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Monetary policy to remain tight

S

ALTHOUGH economic recovery was
imminent it was likely to be relatively
mild, and some stimulus to reinforce
normal market forces might be
required, Reserve Bank Governor
Chris Stals said yesterday.

He told the Financial Mail Investment
Conference in Johannesburg that short-
term prospects for a revival in the eco-
nomy had improved significantly over
recent mionths. There was an emerging
consensus that real GDP should increase
by 1%-2% next year.

“Initially, however, the recovery is like-
ly to be relatively mild and some stimu-
lants of the right substance may be re-
quired to reinforce normal market forces.”

Pressed Jater to specify what he meant
by “stimulants of the right substance”,
Stals said he was not referring to monetary
expansion by the Reserve Bank, which was
unsustainable.

“Fiscal measures to stimulate new
investment‘are what I have in mind, I have
no objection to incentives such as tax con-
cessions fo new industries, but these incen-
tives should be concentrated on smaller

. #hiféihessés in the manufacturirig sector’
In his"addiess, Stals acknowledged that

government and the Reserve Bank — with
its special powers to create money — were
being urged to “kick-start” the economy.
Some proposals linked restimulation of the
economy?fo -the huge social backlogs, and
others hddmére short-sighted sectoral or
political ‘9Bjettives.

“They all have one thing in common,
however, and that is a lack of confidence in
the ability of the SA economy to pull itself
out of stagnation by its own bootstraps.”

als moots
ax brea.l(% K
SpUL Iecovery
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[ SIMON wiLtsoN |
The proposals for a “kick-start” to the
economy were not without mierit, but
should be aimed at reinforcing the immi-
nent recovery, not initiating it. .

Stals signalled a continued tight mone-'
tary stance over the short term by restat-
ing his view'that; taking account of the
persistently high rate of inflation, SA inter-
st rates were relatively low.

“The official discount rate of the Re-
serve Bank at 17% has, indeed, the small-
est margin above the current rate of infla-
tion.of all the industrial countries with
which SA has important economic links.”

It was a major frustration that inflation
was still ahove 15%, but the present mohe-
tary policy was no longer feeding inflation.

He said in order to maintain maximum
economic growth,and optimal living stan-
dards for all, econornic decisions on impor-
tant issues “should not bargai .an ac-
commodating monetary‘poliey. stance to
hale out those who took:wtorg options”.

For the next year, monetary policy
would remain, cautious, he:sai

“#taithbredhst a current account:su
of “R5bn-Rébn‘ for this year and one of
R3bn-R4bn for 1992 and .envisaged a con-
tinued decline ih net capital outflows, from’
last year’s R2,9bn to possibly less than
R2,5bn this year: )

Fixed’maturity foreign loan repay-
ments next year added up to less than $1bn
— less than the expected current account
surplus. Foreign debt obligations for next
year probably would be reduced by capital
inflows and by new foreign borrowings.

@ Ses Pages 12 and 13
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Tager said the concept of price controls
had been raised in the Vatwatch commit-
tee. “There was a brief discussion but the
practicality and merits of price controls
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tried it in other parts of the world in the
*70s and it did not really work. A lot of
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cial to the consumer.”




XT week’s potentially
massive two-day stayaway- .

on VAT is now a certainty,
after the failure of,

eleventh-hour moves by business

leaders to broker further taiks between
the cabinet and the labour movement.

At a press conference on
Wednesday, Congress of South
African Trade Unions general secre-
tary Jay Naidoo warned that the
action, set for Monday and Tuesday,
would be the largest in South Africa’s
history, suggesting a possible turnout
of more than two million workers.

He added that it would be the first
salvo in a-campaign continuing into
the new year, and that industrial action ~

might be broadened to include - stayaway. DREW FORREST reports

demands for an end to PAYE.

‘The VAT campaign and the “gener-
al strike” have been crucial catalysts in
the emerging unity between historical-
ly fragmented anti-apartheid forces.
Drawing together Cosatu and its
smaller rival, the National Council of
Trade Unions, it commands the sup-
port of the African National Congress,
the Pan Africanist Congress, Azapo

ist

Millions CE
for strike as (22
peace bid fai S

i =414

g

‘The general strike willlgo ahead rie:

. week despite a last-minute bid by big

business to avert the VAT-linked

nessmen had attempted to restart talks

aimed at averting the stayaway, “The
government has dug in it heels,” he
said. “The main concern is the revenue
implications of meeting the unions’
VAT demands.”
- And in other developments this
week:

@An *d 3. 500 doctors coun-

and the South African Cc
Party. ..

Black business groupings have also
pledged support. Small businesses
under the umbrella of the National
African Federated Chamber of
Commerce and Industries and
Federation of African Business and
Consumer Organisations are to close
between 11am and 3pm on both stay-
away days, while the South African
Black Taxi Association has asked
members to transport only studerits,

. teachers and essential service workers. ,

Sources confirmed yesterday that
through “person to person” contact
with cabinet ministers, senior busi-

trywide shut up shop in an unprece-
dented protest against the levying of
VAT on formerly GST-exempt medi-
cal services. :

®The Inkatha Freedom Party
attacked the stayaway as “a power-
play in which Cosatu ... wishes to
exploit the VAT issue to humiliate the
government, while projecting them-
selvesand their ANC and SACP allies
as championing the interests of the
people”. The IFP warned that the
action would heighten tensions in the
townships. .

®Non-aligned unions which took
part in the recent union “summit” on

B

Jay Naidoo
VAT announced that they had with-
drawn from various anti-VAT struc-
tures in protest against Cosatu’s “big
federation chauvinism and sectarian-
ism”.

@It is unclear whether the United
Front of Democratic Independent
Trade Unions opposes the stayaway.
But in view of its small membership,
its opposition would have little practi-

cal effect. .
®Cosatu blamed “agents provoca-
teurs” forincidents in which minibus-
es with loudhailers had toured Reef
townships warning residents to
observe the stayaway or have their
houses burgat down. ¥
At Wednesday’s press conference,
volving a range of organisations,
aidoo warned that employers who
disciplined stayaway participants

- would be blacklisted locally and
, -abroad and face worker action.

Business sources confirm a harden-
ing of employer attitudes and the like-
lihood of retaliatory moves. “There

, will be dismissals and disciplinary

action; some employers are threaten-

4ing to close for the week,” said one

source. “Employers feel this is not
their quarrel.”

Claiming that research had con-
firmed a three to five percent increase
in the cost of living for the poor since

the launch of VAT, Naidoo said the
§ unions remained open to talks with the

government on their demands.
In regard to VAT, these call for the

. zero-rating of basic foodstuffs and
medical services, negotiations on ade-
quate poverty-relief programmes and

measures to cushion small business.
Butmore is at issue: labour also wants
an end to “unilateral government
restructuring of the economy” and the
establishment of a macro-economic
negotiating forum involving labour,
employers, political parties and the
state.
“Barend du Plessis” conciliatory
t: at the IMF conf in
Bangkok (acknowledging the need for
asocial contract with labour) have not
been translated into a preparedness to
resolve the conflict at home,” Naidoo

said.




~By DIRK TIEMANN

THE Government’s special tax
concessions to new investors in
mineral beneficiation is expect-
ed to generate investment of
more than R10-billion in the
next two years, says Trade and
Industry Director-General Stef
Naude.

None of the projects has been ‘

given the final seal of approval and
the construction and engineering
industry, still in the doldrums, has
not received firm orders.

The concessions are in Section 37E of
the Income Tax Act 1962, promulgated
in September.

Dr Naude says major groups are put-
ting together projects to meet the re-
quirements of Section 37E. Most involve
mineral beneficiation.

Vi

‘- Balance

He stresses that 37E is not only for
huse corporations, but applies to small
and medium companies which add
value to intermediate products.

Section 37E can give qualifying com-
panies accelerated capital write-offs on
plant and equipment instead of the nor-
mal 20% annually over five years.

Dr Naude says 37E and other
measures are short term and designed
to balance disadvantages in the SA
economy.

A more comprehensive package of
long-term investment incentives, still
to be approved, is contained in a report

prepared by .t_[ﬁ ﬁ;,lgdustrial

STEF NAUDE: Someﬁhing for everyone

Development Corporation. L
Dr Naude says it will provide a stable
macro-economic environment with
lower tariffs and export subsidies, a
su?ply of suitable labour, market dere-
gulation, lower company tax, higher
domestic saving and stable exchange
rates. BT o
Dr Naude says 37E has been eriti-
cised because of its selectivity.
“Responsible selectivity is v
to encourage industrial growth. Inter-
national competition is too strong to
leave it all to the market. .
“We must selectively support those
areas where our chances to become
internationally competitive are better.”
Dr Naude says protection and subsi-
disation will have to be removed gradu-

.ally because the rest of the world does

not play fair either.
But. at least the cost of incentives to

" SA can now be

&uantified — it was
impossible under the old rules, he says.
tion 37E provides for a committee
to designate companies that qualify for
the benefits on the grounds of mineral
beneficiation, exports and international
competitiveness to exploit the com-
parative advantages SA enjoys.
According to guidelines for investors
on how to apply for the benefits, pro-
jects that qualify must add 200% value
and export 60% of the product.
. The committee will also consider the
“supportive” effect on downstream in-
dustries, the costs to the Treasury and
the extent to which the investor uses SA
products and expertise in & YrojecL.
Dr Naude says: “We will be less likely
to favour projects with a large propor-
tion of imported costs.”
. The committee will also consider the

, effect on small and medium businesses

and the “degree to which processed pro-

" ducts will be made available to SA

: Lost ot

: . G
Dr Naude says it is being done in an
attempt to eliminate export parity pric-
ing whereby SA companies are some-
times forced to pay higher world prices
for this country’s products, .
+ This has long been a complaint of
users of some mineral and chemical
products. . L
Dr Naude says it i3 impossible @
quantify the concessions in terms of lost
revenue. A o .
Industrial Development Corporation
senior general manager Maleolm Me-
Donald says the new projects will gen-
erate work in construction and engi-
neering. -~ % ' . :
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JOHANNESBURG. — The planned
national strike against Value Added
Tax (VAT) was the greatest test the
National Peace Accord had faced so
far, peace committee chairman Mr
John Hall said yesterday.

ore

whep AWl |
t tes
nounced on Thursday that it would be
open on the two days in question and
that exams would go ahead.

@ Cosatu and the South African

Police are to work closely together
during the pLanned strike fo combat

L
e

He appealed to leaders of signatory
parties:tokeep to the letter and spirit
of the acéord, even during the run-up
to thé/strike planned for Monday and
Tuesday. - :

Mr Hall also called on leaders to
refrain from inflammatory statements
that might endanger the peace pro-

cess, and extended his thanks to those -

who had stressed their commitment to

peace. -

“The rest of the country is waiting to
see whether, at a time when mass ac-
tion of this nature and extent is being
planned and carried out, the signator-
ies attach real value to the principles
they endorsed in signing the accord.”

@ The University of the Western
Cape will be closed on Monday and
Tuesday and no exams will be written
on these days.

The University of Cape Town an-

p ts of v

Cosatu general secretary Mr Sam
Shilowa said the organisation had set
up a special committee to monitor the
situation at national, regional and L
local levels. : z

@ The Inkatha Freedom Party is-
sued a statement yesterddy claiming
“increasing levels of intimidation by

TANC and Cosatu supporters” forcing
township residents not to go to work
on Monday and Tuesday. . :

A Cosatu spokesman described
these allegations as “lies”. ¢« -~ .

® The Mineworkers’ Union has
warned that employers cannot auto-
matically rely on white workers to fill
strikers’ jobs during the stayaway.

@ Six people were arrested after an
anti-VAT picket opposite the Inland
Revenue offices in Pietersburg yester-
day, police said. — Sapa




VENDORS qualify for in-

put tax credits only if the

goods and services they an
ed or used

buy are consumed or
A bi>) 3

to make taxable supplies.

Included are zero-rated S
goods which are regarded as
taxable supplies, allowing the
vendor to recover any input

{ax paid.

The input tax paid on goods
and services bought partly to
make taxable supplies and

artly to make exempt or non-
taxable supplies must be ap-
portioned.

No apportionment is neces-
sary where the exempt or non-
taxable supplies do 1ot exceed
10% of total supplies.

Two standard methods are
recognised by the Receiver of
Revenue.

The input-based method
calculates _the allowed Vat
claim by dividing the Vat at-
tributable to making taxable X
supplies by the total Vat in- y
curred. This apportionment jtal goods and services pre- can refer to the previous ~cause the property was
does not apply to denied input  viously used in the business. financial year. If the vendor  bought from a non-vendor.
tax or where it can be shown 1t excludes goods acquired  wishes to use another method ) B
that the Vat is directly at-  for supply under rental he must ask the Receiver in The &hysxomerapist who i8
tributable to making taxaple agreements, but includes any writing. a registe e
goods or providing services. exempt activity — for exam- Any goods or services an input credit. of R1Z109

. ple, a photostat machine used bought for both taxable and 33 000 multiplied by 40%;
Invoice by the business, but now sold,  other purposes must attract multiplied by 10/110)-

® The value of any goods and output tax on the full consid-
On the sale of tlsg property
o R

1t the inputs are used to + : . :
% . services supplied for which eration of any subsequent
g‘:k-‘en V;;att ecxfga;ﬁ ?:gh%i an input tax credit was de- sales. for, say, R600000, Vat is
R nied — for example, the sell- For example, a physio- charged on the full selling

claimed and apportionment  jpo i i i
h g price of a car sold to an therapist buys 2 residential
go:ng?c‘%sosﬁyv:‘?emc:‘\llﬁg;: employee, because the ven property, 40% of which is 10 ) v
tion o somply with the oy could not claim an input  be used as a practice, for This does ot apply, to fixed
o eountin Sp oo used. credit. R333 000 before transfer property acquired before
The inv%ig:-based S ethod The figures for these ratios duties. She pays no Vat be-. September 30, 1991.

_ considers;-all Vat incurred,
but not necessarily paid. The

paymentsfmethod uses,.only

‘Vat::‘é) dui tie jtax

price although only a part of
the input credit was allowed,

‘apportionmen!
hase

st value of -goods
supplied under’ instalment
credit agreements. ‘

. @.The'value of sales of cap-




Womenin

@
VAT protes@

THE Receiver of Rev-
enue was on the receiving
end of a petition from
about 400 anti-VAT pro-
testers in Johannesburg
yesterday. S[w)
Cosatu Women's Fo-
rum Witwatersrand re-
gional chairperson Joyce
Kgoli handed the petition
to Deputy Receiver Jan
Labuschagne, warning
him to deliver it to the
Receiver and the State
President and reply
promptly “or we will na
you ceaselessly!” 3':&‘1
Earlier police 'rein-
forcements raced to the

march’s assembly point *

to assist an officer who

was threatened by an

angry mob.

ke officer had arrest- |

ed a taxi driver, and the
crowd was demanding
his release. .
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- By DIRK TIEMAN

THE Government’s special {ax”

concessions to new investors in
mineral beneficiation is expect-
ed to generate investment of
more than R10-billion in the

next two years, says Trade and "
Industry Director-General Stef ¥

Naude. . - S
None of the projects has
given the final seal of approval and
the construction and engineering
industry, still in the doldrums, has

not received firm orders.

The concessions are in Section 37E of

the Income Tax Act 1962, promulgated

in September. "

Dr Naude says major groups are put-
ting together projects to meet the re-
quirements of Section 37E. Most involve
mineral beneficiation. . . .

d .

* " "Balance

He stresses that 37E is not only for _
rations, but applies to small -

huge co:
and medium companies which add
vaiue to intermediate products.

Section 37E can give qualifying com-
panies accelerated capital write-offs on
plant and equipment instead of the nor-
mal 20% annually over five years. .

Dr Naude says 37E and other
measures are short term and designed
to balance disadvantages in the SA
economy. X

A more comprehensive package of
long-term investment incentives, still
to be approved, is contained in a report
pr-gpared by the Industrial

e

.. STEF NAUDE: Something for everyone

" Development Corporation,
Dr i

. macro-economic environment with

. su?ply of suitable labour, market dere- *
L g

.ally because the rest of the world does  Donald says the new projects will gen:
"ot play fair either.

waogg ! L .
SA can now be &uantiﬁed — it was
jimpossible under the old rules, he says.
7 ion 37E provides for a commitiee
to designate companies that qualify for
the benefits on the grounds of mineral
beneficiation, exports and international

-competitiveness to loit the com-
‘parative advantages SA enjoys. ¥
# According to guidelines for investors |§¢

.gn how to apply for the benefits, pro-
jeets that qualify must add 200% value
.and export 60% of the product.

: ;Sl'fl'he committee will 1
%supportive” effect on downstream in-
dustries, the costs to the Treasury and
the I¢iaxtent todwhich the investor usesLSA

roducts and expertise in a projec
P Dr Naude says: “We will befess
to favour projects with a large propor-
tion of imported costs.”
...The committee will also consider the ji

. effect on small and medium businesses

,and the “degree to which processed pro-

"ducts will be made available to SA

processors.”
ekl
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aude says it will provide a stable

lower tariffs and export subsidies, a

ation, lower company tax, higher .
domestic saving and stable exchange
rates. . v . attempt to eliminate export parity pric-

Dr Naude says 37E has been criti- ing whereby SA companies are some-
cised because of its selectivity. .-+ Jimes forced to pay higher world prices

“Responsible selectivity is y -for this country’s products. .
to encourage industrial growth. Inter- .- This has long been a complaint of
national competition is too strong to. users of some minera) and chemieal
leave it all to the market. -« produets. - :

“We must selectively support those . Dr Naude says it is impossible to(s
areas where our chances to become quantify the concessions in terms of lost 3
internationally competitive are better.” = revenue, -

Dr Naude says protection and subsi- Industrial Development Corporation 3
disation will have to be removed gradu-  senior general manager Malcolm Mc-

Dr Naude says it is being done in an

-erate work in construction and engi-{&

But at least he cost of incentives to neering.

raT 7
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EMPTY RANK: A VAT protest poster dominates a pole next to
’ a lone taxt at the normally bustling taxi rank next to the Pa-
rade in Strand Street Extenslon today.

N el

Western fron

But anti-VAT tension brings
death to Free State and Natal

Staff Reporters
VIOLENCE in Natal and the Free State marked the start
of the two-day general strike organised by Cosatu, Nactu
and the ANC to protest against value added tax on basic
food, medical and other essential services.

- The death toll in fighting at the President Steyn gold mine near Wel-
kom, sparked by an attempt to stop workers going on night shift last
night, rose to 10 today. Another 32 miners were injured.

Anglo American spokesman Mr James Duncan said four of the Injured were
in a critical condition in hospital.

Two people were killed and five injured when a hand grenade was thrown
into a room 3t a men’s hostel in Umlazi, near Durban, yesterda{ as tension
built up on the eve of the strike. Today some cars were stoned on the M1 i the
Pinetown area.

At-lbast one Jause was burning i i
burning tyre barrierg.iere set up in the township. *

Certain workers exempted
Lingelethu West town clerk Mr Graham Lawrence said the fire brigade and
security forces were at the burning house in T-block, Site C.

y-and- 2 gom o

two-day stayway, a taxi driver
shrugged and said: “The people
want {o go to work and we
want to earn money.”

An Argus team saw at least
11 policemen, some with shot-
guns, at Mitchell's Plain sta-
tion, where commuters were
waiting for trains.

At 6.30am a yellow police he-
licopter Hew low over the rail-
way line travelling in the di-
rection of Kapteinsklip.

An Argus team also saw a
blue delivery lorry, with a po-
liceman behind the wheel, be-
Xn? towed to Mitchell's Plain
plo ice station by a police vehi-
cle.

The window of the lorry was
shattered.

% i o5 “But the township itself appears very quiet and there is not much move-
. g’.a [ ment,” he sald.
f gge < g S Virtually no black people were on the streets of Cape Town.
< -D'_ 3 € E5¢9 Only health, education and media sector workers were exempted from the
@<y f o620 call fo stay away from work -
> 2>¢ 3 O08Y  and children were told to go to
2% O 98 school and not disrupt their ex-
: g=g 2 0 §5  ams
598 2 $23 The front sections of buses
EEZ & k4 }__13 transporting health care work-
o8< Z g0 | erstowork today were painted
E.» ; <&F | pink. The vehicles also dis-
g.gf E ,_3‘5 Played pink arrows reading
wgE § W o | "Expresss Extra”
EZB 292 Mr Cameron Dugmore, a
NEE we_ | member of the Wesiern Cape
R Bas 82 | ANC executive committee, was
o052 @ 5 | one of several “VAT monitors”
Eg9 asg travelling on these buses.
&oe »p s On the recommendation of
ESe %82 | the Cape Chamber of Indus-
xEE pz 2% | tries, most business were be-
U°E o lieved to be applying a policy
128 So of a no work, no pay.
Tralns ran normally but
were almost empty during the
morning peak and few buses
opera&ed. M‘xinlhus taxi ranks
were deserted, except in Mitch- i
ell's Plain and sumg other col- Market pICket
oured townships. No newspaper vendors were
Asked if he knew about the selling newspapers In Mitch-

ell's Plain, Heldeveld, or Man-
enberg.

At Epping market hawkers
held an anti-VAT picket.

A Buffel with armed security
forces on board was on standby
at Heideveld station.

Traffic on Settlers Way ap-
peared to be normal.

At Kayamandi, Stellenbosch
and Mbekweni, Paar] most
businesses and spaza shops
were closed, railway stations
were almost deserted and
there was no sign of taxis.

In Pretoria a Putco bus com-
pany spokesmen satd the stay-
away was "almost 100 percent”
in townships.




Arresponsible state..
‘ments had been made in '
_the past few days, creat-

Mr Kriel said at the
weekend that police |
would take tough action
against anyone breaking |
the law during the
stayaway, )

The stayaway is under-
stood to have been high
on the agenda of the |
eeting between Presj-
dent FW de Klerk and
Mr Mandela in Pretoria
on Saturday.
Yesterday, Mr Man-
dela told a Diwali cele. |
bration in Durban that
the “demonstrations will |
be peaceful and we have
no intention whatsoever
of interfering with those
individuals who want to
20 to work”,
Cosatu said in its state-
ment that numerouys |

|
ing the impression that]‘
viol and conflict |

Own Corresp

. DURBAN. — The coun-
try faces a massive test
of strength foday and to-
morrow as the ANC,
Cosatu and their allies
press ahead with the
anti-VAT stayaway amid
warnings from Minister
of Law and Order Mr
Hernus Kriel that the
police force will show its
steel. ...

Yesterday police min-

istry spokesman Captain

Craig Kotze said the cir-

cumstances surrounding

the strike amour}te_d to a

“nasty cocktail” and

claimed violence had al-

ready resulted,. - - -
But ANC president Mr

Nelson Mandela vowed
that the demonstrations
would be peaceful and
called on.police Ept to
allow attacks on ‘inno-
cent individuals” by
agents provocateur, vigi-
lantes or death squads.

CITY
PLANS
FOR VAT
ACTION

See PAGE 5

would be the order of |
e day, s

WHile tho: opposed
to the planned action’
had every right to di

e
Cosatu moved to epc}
“general stri{e hysteria’
on the eve uf the pro- |,
posed mass stayaway. *:. |/
The trade union feder- |}
ation accused Govern- |
ment Ministers and the
Inkatha Freedom Party
of whipping up hystel;lﬁ
and a “fear psychosis
on the eve of the strike.
Cosatu repeated assur-
ances that its supporters
would not interefere
with people’s right to
Ol'k e X
wInl{atha is not backing
the strike call, saying it

is not in the country’s in-
terests.

From page 1

T ul
agree withLlille P! 3ésts,
they had no right to man.
ufacture an atmosphere
- of fear and' hysteria, it
added.* = -7

Cosatu said it had is-
sued guidelines to en-
sure that the action
would be peaceful and
free of intimidation,

It accused Mr Kriel of
hardline and provoca-
tive statements which
left the. “clear impres-
sion that there was a se-
curocrats cabal in the

government determined |
to provoke confronta- ‘

tion”. e
“Instead of acting
against peaceful

marches, the Minister
should be acting against
those attempting to
foment conflict on the
days of the general
strike,” Cosatu said.

It repeated its chal
lenge to Mr Kriel to ar-
rest people engaged in
violence or intimidation,

On Friday, police
lodged a compiaint with
the National Peace Com-
mittee, claiming that
Cosatu was infringing
the National Peace Ac.
cord by planning
marches without the
necessary permission.

National Peace Com-
mittee chairman Mr
John Hall appealed to
signatories to keep to
the letter and spirit of
the Accord.

Police reported that
seven people had been
killed on the Reef in the
run-up to the strike at
the weekend, but said

townships were quiet [

yesterday. -
The ANC linked some
of the unrest to attempts
to undermine the strike,
Captain Kotze said
yesterday that police
had been tipped off that
ambushes would be set
for members in town.
ships during the strike,
e pointed to the
death of a policeman in
a hail of gunfire on the
Reef on Saturday as evi-
dence that the tensions
surrounding the strike
had already led to vio-
ence,
® About 300 people
marched through cen-
tral Johannesburg on
Saturday to present an
anti-VAT memorandum
to the deputy Receiver
of Revenue, Mr Jan
Labuschagne.

.
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In Cape Town, about 50% of the' labour force
stayed away, with the greatest sup ort for the strike
coming from unionised, 1ess-skilled African work-
ers. About 75% of clothing workers reported for
work. RN .
Cape Town City Council —' the largest single
employer in the city —reported that virtually half of
its 15800 staff members were absent. , .
The Cosatu-Nactu-ANC statement claimed the
stayaway amounted to & «devastating vote of no
confidence in this government”. _‘
1t said support for the general strike had been
between 80 and 100% in the major industrial com-
plexes of the PWV, Natal and Eastern Cape areas.
The statement dismissed charges that matricula-
tion examinations would be disrupted by the strike,
claiming that more than 90% of matrics turned up at
school. This was confirm e((i;ca 'on’ authori-

es. . L.k ijay .
However, the weekend vigIence cast a cloud over
yesterday’s stayaway. - 3 R

The Anglo American Co: oration, which owns the
mine, alleges the violence broke out when some
miners tried to enforce the stayaway. -

National Union of Mineworkers spokesman Mr
Jerry Majatladi contested this, however, saying the
victims had been attacked on Sunday night as they
were returning from an anti-Vat rally nearby.

The stayaway was most effective on the Witwaters-
rand, in the Eastern Cape! and in Durban, where
both Cosatu and SA Chamber of Business reported
between 80% and 100% absenteeism. # 20 " R

‘According to Sacob, support was weakest in the
Western Cape, Free State goldfields and Northern
Natal, where an estimated 20% to 40% of the work- |!
force was absent. Between two-thirds and three-
quarters of the workforce in Pretoria, Bloemfontein
and Maritzburg stayed away from work, according to
the Sacob figures. : ’

Cosatu general secretary Mr Jay Naidoo called
the general strike an “gverwhelming success”, and
§?id ‘more than 3,5-miilion workers had supported
it. R A TPy e B

All companies and organisations surveyed said
that they would implement & policy of no work, no
pay, but would not take disciplinary action against
strikers. e e i IR

Anti-VAT marchers were arrested in Johannes- } '
burg, Upington, Kuruman, Stutterheim and Jan
Kempdorp. Bloemfontein police used teargas to dis-
perse an illegal march by about 70 people. - I

Mr Naidoo said failure by government to freeze
further unilateral economic vestructuring, or to ac-
cept the need for an economic negotiating forum,
would lead Cosatu to transform jts campaign into “a L
%_eneralised programme of defiance and mass ac- |

ion”. . B N

Yesterday in Natal, two people going to work were
murdered. The killings are believed to be related to
the strike. A domestic servant, Ms Phumuzile
Mkhize, 27, was stabbed on a farm near Richmend
and at Mfakathini, Edendale, Mr Walter Ndlovu, 39,
was stabbed to death as he walked to work at a
butchery. .

At Khayelitsha two men were killed and four
people were ded when g fired on them.

In other attacks, a new dam at Schweizer-Reneke
in the Western Transvaal was damaged in an explo-
sion on Monday morning. — Staff Reporter, Own
Correspondent and Sapa ;
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MARCHING
... The
front row o
some 2 50C
anti-VAT
protesters
march
through
Guguletu
yesterday
to the
offices of
the tkapa
Town
Council,
where a
memoran-
dum was
handed
over to
chief
executive
officer Mr
Kobus
Olivier.
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to follow?

Staff Reporter- -
FURTHER mass- action
could follow this week’s
national strike if anti-
VAT demands are not
met, regional ANC pub-
licity secretary Mr

Moziwonke Jacobs
warneéd yesterday.

Speaking shortly after
a march in Khayelitsha,
Mr Jacobs said further
action could not be
ruled out, -

Earlier, about 20000
people joined an ANC-
organised march, March-
ers presented a memo-
randum to the
Lingelethu West Town
Council demanding that
it does not apply VAT on
service charges,

ANC national execu-
tive committee member
Mr Dullah Omar de-
manded that the council
respond within two days.

There was a moment of
tension when police in-
terrupted the marchers,
,because they were ap:
:parently using the wrong
iroute.,

Negotiations between
police and ANC leaders
were overruled by the
marchers, and police
conceded to the “new”
route but kept a watch-

] eye.




Cosatu

That will be only
option — Naidoo

Staff Reporters

THE Congress of South African Trade Unions
has threatened “mass action and generalised
defiance” if the government ignores the mes-
sage of the two-day general strike protesting
against value-added tax.

Cosatu secretary-general Mr Jay Naidoo said in
an interview that the trade union federation was
ready to enter into negotiations immediately.

But mass action and generalised defiance would
follow if Cosatu was convinced that government
talk of “negotiations and change mean abolutely
nothing”.

Asked to define generalised defiance, he said: “I
would not like to go into that now. But that will be
our only option — to go back to the traditional
ways of defiance.”

Cosatu was not setting government a time limit
in which to respond, he said. “As soon as the gov-
ernrnent responds in good faith we can produce the
environment in which to hold an all-party confer-
ence.”

Mr Naidoo said that one of the biggest successes
of the stayaway was “that our actions were disci-
plined, peaceful and involved so many people”.
The support for the strike had been a “vote of no
confidence in government”. -

He said Cosatu was committed-to bona fide ne-
gotiations.

“Our conception of negotiations differs from that
of government. They want to delay economic is-
sues and make them a subject for a working group
at an all-party conference. This is unacceptable to
us because political change must be accompanied
by economic transformation.”

Unless the democratic movement delivered not
only votes, but houses, better education and health
facilities, “political change will mean little to our
people.”

An estimated 3,5 million people stayed away
from work on Monday and absenteeism, varying
from region to region, ranged from 100 percent to
20 percent.

SA Chamber of Business economist Mr Keith
Lockwood said it was difficult to quantify the cost
of the strike to the economy as it was possible for
business to make up the losses in time.

Qe bit 4l

Gz)

ireatens defiance

“The econoruy di
Every business wo
way. The real loss
opportunities.”

A picket in Tap  wn yesterday was disrupted
when demons -atr s found the police waiting for
them at the L.ter. * Revenue Department offices.

About 70 demonstiaturs were on their way to
hand over a petition when they were confronted by
police who confiscated their banners and placards.

They were escorted to the regional offices of the
National Council of Trade Unions in Corporation
Street where they were told to disperse.

aot close down for two days.
have been hit in a different
s in worker salaries and job

Picture: OBED ZILWA, The Argus.

AWAY WITH VAT: Protest marchers in Khayelitsha where about 20 000 people took
part in an anti-VAT demonstration.

But the group, comprising members of Nactu,
the Workers’ Organisation for Socialist Action, the
PAC and the Pan Africanist Student Organisation,
occupied the building.

They left about two hours later after negotia-
tions with the police.

More than 20 000 people marched in Khayelitsha
in protest against VAT.

Soon after the march began, police blocked the
road with four vehicles because the “marchers are
not following the right route”.

Tension built up as the community leaders, in-
cluding the secretary of the Western Cape Civic

Picture: LEON MULLER, The Argus.

SIT-IN: Anti-VAT demonstraters occupy
Atlantic House in Corporation Street in
central Cape Town after police turned
them away from the Internal Revenue
offices. They left after a two-hour sit-in.

Association, Mr Roseberry Sonto, and civil rights
lawyer Mr Dullah Omar negotiated with the po-
lice.

The police allowed the march to proceed after
the leaders told them the people “are refusing to
turn back”.

Tension ran high again as the marchers reached
the Lingelethu Town Council offices which were
shielded by a row of Casspir vehicles manned by
police.

Along Zola Budd Drive, where scores of houses
have been destroyed in taxi conflict, marshals told
residents “to go inside or join the people’s march”.

At the gate of the town council headquarters, Mr
Omar handed a petition protesting against VAT on
municipal services to town clerk Mr Graham Law-
rence.

Mr Lawerence promised to reply today and ex-
pressed regret about how VAT was implemented.

About 500 people marched to the town council
offices in Mfuleni, Kuils River, to protest against
VAT and living conditions.

A memorandum was handed to the town clerk,
Mr Wilfrid Murray, who said he would respond.

Mfuleni ANC vice-chairman Mr Oliver Nqube-
lani said more houses were also needed because
there were many squatters in the township.

“VAT is a good system, but the goverment
w=o=_na=m<m consulted us on its implementation,”

e said.



VAT blamed for liquidatio |
R‘”’L[ﬂ[ﬂ]' SUSAN RUSSELY 272F:

THE imposition of VAT was partly e
financial state of four companies in the United Storage
Industries (UST) group, leading to their provisional liqui-
dation yesterday, the Rand Supreme Court was told.
Access Storage Equipment (Natal) Pty Ltd, Access
Storage Equipment Pty Ltd, United Storage Industries
Pty Ltd and Conveyall Pty Ltd were provisionally liqui-
dated in terms of an order granted by Mr Justice D van
Zyl. Their labilities exceeded assets by about R1,5m,
The other seven companies in the USI group were
provisionally liquidated in September. ‘
Financial director of the four companies Derek
Fingleson, who submitted an affidavit in support of the
application, said liquidation was necessary because the i
group’s bankers had withdrawn all facilities, |
He said the reasons for the group's financial situation |
were the general slowdown of the economy and the ’
reluctance of customers to place orders prior to the
imposition of VAT, X - :
“As a result of the imposition of VAT, customers |
delayed purchasing material (from the companies) until
the tax had been introduced,” he said, :
Fingleson said the companies had been unable to
generate sufficient turnover to maintain their cash flow
and pay creditors. ’ -
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ISOUTH Africa’s second largest tinion
ifederation, Nactu, has criticised Cosa-
iﬁ:;lu’s role in the campaign against Val-
(ue-added Tax which led to the two-
‘}day stayaway involving 3,5-million
%people this week.

: In a statement by Nactu's Western
iCape region, the federation called on
;'%zlthe trade union movement and its “al-
; ies” to mobilise the working class for
Sfurther mass action until VAT was
‘scrapped.

i Nactu congratulated its members
tfor the “successful stayaway”, saying
. they had played a “crucial role” in the
Western Cape where stayaways had
tbeen poorly supported in the past.

i “We also demand the convening of a
ifconstituent assembly, based on ‘one
iman, one vote’ and that the govern-

e T

Nactu criticises Cosatur
over 1tg ti-VAT role
b A

nlﬂl\

ment resign,” said Nactd regional-
spokesman Mr Ben Petersen.

In criticising Cosatu’s role in the
stayaway, Nactu said Cosatu wanted
to give the impression that it alone
was responsible for the success of the
stayaway. "

Mr Petersen said Nactu was “un-
happy” with Cosatu’s role in the VAT
co-ordinating committee and Nactu
was “busy reviewing” its participa-
tion.

Nactu was also “dismayed” that Co-
satu did not consult Nactu before,
making important decisions, like set-.
ting up joint monitoring structures
with the police on the Peace Accord,
which Nactu rejected.

“Cosatu then expects Nactu to par-
ticipate within structures it rejects, -
without any consultation,” Mr Peter;,

sen said. &

ot
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Loud and clear

By Heather Robertson
and Thoraya Pandy

LEADERS of Vatcom, the anti-Vat
action committee, Were thrilled at the
surprise outcome of n?ﬂy seventy
percent support for £he two-day
stayaway in the Western Cape.
Cosatu spokespersont Mr Bangumzi
Sifingo said the govemment’s claim
of having won over the coloured
community has been proven to be

false.

He hailed the stayaway s @ major
victory for democracy and a “clear
indication and ‘mandate” for the gov-
ernment to back down on its hardline
position on value added tax (VAT).

The fact that few cases of intimida-
tion or violence were reported in the
Cape is seen as triumph for the
region which has shown as little as 10
percent support “for previous
stayaways-

Vatcom's statistics are
City Tramways who reported that use
of buses was almost nil in African
areas and about 10 percent incoloured
areas. Spoornet reported that use of
trains was 10 percent in African areas
and 50 percent in coloured areas.

A SOUTH survey of support from
various sources revealed the follow-

supported by

ing: " -
@ Seventy-five percent of clothing
workers in the Westem Cape sup-

ported the stayaway 10 the delight of
Sactwu officials who anticipated 2

R

ack down

Goudl - \7.:&\\[6\\1)00'“r

o
s

eSponse.

@ South African Municipal Work-

ers Union officials
percent support from their members,
while the Cape Town City Council
reported a 50 percent stayaw‘a)‘ of-
employees. )

@ Construction Workers Union of-
ficials report am 80-90 percent
stayaway.

@ Transport
Union officials report
stayaway.

@ Chemical Workers Industrial
Union reports that 50 percent of
members stayed away-

@ Rural areas showed

reported an 80

and General Workers
a '{0 percent

the ighest

support with a 95 percent bsentee-

ism in Worcester and 100 percent in
Upington.

Despite these successes the stayaway
has been dampened by disclosures of
disciplinary action taken against
workers by certain companies.

On Wednesday, Cosati officials

received calls from members claim-

ing that companies were threatening
dismissal- .

«While we expected that there would
e some disciplinary action, we can-
not gauge the ‘number of cases at this
stage yet,” said Mr Nosey Pieterse,
Cosatu Western Cape treasurer.

The Cape Town Chamber of Com-
merce has stated that itis the preroga-
tive of companies to take action
against workers who stayed away.

Mr Pieterse said: “The stayaway
succeeded because of the wide-scale
public opposition to the tax which

legwork

" a resounding

|
|

signal:
V@%’l”

has already
irvbread and

‘been felt with the increase

basic foodstuffs.”

He said the enormous amount of
{hat went into educational’
programmes around VAT in unions,
and community organisations also

contributed. ~ & - T
-]y is our experience in the labour

movement that it is far easier to mo-

bilise workers around bread and but-

terissueslikewagedemands and VAT
{han broader political issues,” he said.

Mr Ben Petersen, spokesperson for

the National Coun
(Nactu), atiributed the success of the
stayaway to Nactu for the first ime
having the strucfures

workers. & g

He said the abolition of the West-
em Cape asa coloured labour prefer-
ence area had led to an influx of Af-
rican workers who are more militant.

Mr Shaheed Teladia, of Sactwu, said
the positive response from clothing
workers was the fruits of earlier pro-

ests.

He said while the stayaway had been
success for Sactwu, it
had to benoted that workers hadmade’
agreat sacrifice by losing two days of
their pay.

Vatcom wamed
the government continued
the demands. :
Cosatu together

of further action if

with the ANC,

SACP, Nactu and other organisations |

has called for the setting up of 2
macro-economic forum, including afl
major players to negotiate 6n major
economic issues

tike fiscal policy.
__——’-

i1 of Trade Unions |

to mobilise
it |

to ignore
|

\




‘Stayaway =
cost W1ll

fall

cTzln a |

- on 'workei"s

By AUDREY D'ANGELO
Business Editor

THE cost of this week’s stayaway
“will fall squarely on the shoul-
ders of the workers with around
R200m in wages being lost”, SA
Chamber of Business :(Sacob)
gconomists commented yester-

ay.

to a further loss of jobs by encourag-
ing the swing to automation,

“In general production levels were
only marginally affected,” said Sacob
chief economist Ben van Rensburg.

“There is a danger that, given the
current stagnant economic conditions
being experienced, manufacturers
will continue to re-evaluate their la-
bour needs and the prospect of fur-
ther disruptions could cause them to
exploit opportunities to replace men

* with machines, . . -

“On this basis, Sacob must quesuon
whether the strike was indeed the suc-
cess its organisers make it out to be.”

Sacob’s business confidence index
for October shows a further slight
drop, to 88%, from 88,2% in September.
This compares with an average of
92,3% in 1990.

Van Rensburg points out that the
index has not ‘receded to the low ebb
which was reached in 1985.”

But, he says, “the prolonged nature
of the recession, in combination with
other factors has resulted in very high

nied by high

ment

rates of inflation.”

The business mood contmues to be
“buffeted by conflicting messages”.

“The ambiguous nature of the cur-
rent economic climate is well illus-
trated by the fact that while retail
sales have declined in real terms
manufacturing output has risen.”

Such trends, Van Rensburg says, are
“fairly common around the turning
point of business cycles, because of
the necessary lag between production
and consumption.”

He consid®rs the failure to allow for
“bracket creep” in the last budgetis a
maJor reason for fallmg retail sales.

.. p ¥

|

And théy warned that it could lead

—

“This would have started to impact
negatively on the disposable income
of consumers since June or Julyland
explains in part the real declines in
retail sales since then.

“Obviously, hxgh interest rates and
rising unemployment over a pro-
longed period have also played a sig-
nificant role.” {

He expects a steady rise in SA’s

export earnings in coming months, as :

economies overseas improve. - [
b

“It-is also to be expected that fuhds

set aside for socio-economic uplift-
ment and poverty relief will start to
flow into the system now, resulting in
a stabilising and even stimulating ef-

fect on the economy.” bt
] L
.. =y

i n s

3
ot
wavd

v



By Sven Liinsche @1y Eé;

Recent political develop-
ments have delayed the up-
swing in spending, which was
expected to follow the intro-,
duction of VAT last month.

SA Chamber of Business
(Sacob) economist Keith Lock-
wood says the chamber’s month-
ly survey of the manufacturing
industry reveals that the expect-
ed upsurge in new orders for
both consumer and capital
goods did not materialise in Oc-
tober.

“Purchasers of capital goods,
who were expected to take ad-
vantage of the cost-lowering ef-
fect of full input credits on such
purchases, have been dis-
couraged by recent economic
and political developments,” Mr
Lockwood said yesterday.

“As a result, many capital ex-
pansion projects have temporar-
ily been shelved.”

On the retail front, he said,
the recent decline in sales had
given rise to a reluctance on the
part of retailers to piace new
orders, and to stock up for the
festive season.

Sacob forecasts that retail
Christmas sales in November
and December this year will fall

rms”by almost five
percent, compared with the
same period last year.

Sales of R17 billion are pre-
dicted for the two months, rep-
resenting an increase of nine
percent in nominal terms, but a
decline of 4,8 percent in real
terms.

Over the past two years real
Christmas sales have risen by
one percent each year. Retail
sales over the Christmas period
constitute roughly 22 percent of
total annual sales.

Recent poor results by major
retailers underline the slump in
sales.

Even companies that have for
50 long seemed to be immune to
ravages are now feeling the ef-
fects of an economy that seems
to be grinding to a halt.

Last week Edgars produced
very sluggish results for the six
months to September.

The real damage to the
group’s performance was ap-
parently done in the three
months to end-September when
there was no volume growth.

September, in particular,
proved to be a disastrous month,
with few signs of spending in
any sector of the clothing mar-

et
It was the same story at CN?

e T

Gallo. A sluggish six-month
period was knocked for six by a
September that just didn’t hap-

pen.

Indications are that next
week’s results from SAB will
reveal a similar grim picture at
its beer division.

Analysts say this is particu-
larly distressing because beer
sales traditionally hold up well
in trying economic times.

Retailers who have reported
for the six months to September
are pessimistic about Christ-

mas. .
Cost savings
They see little lent in

cast to rise by 10 percent each,
the survey shows.

Mr Lockwood said it was
doubtful, however, whether the
higher capital programmes
would boost employment of ei-
ther skilled or unskilled labour
in manufacturing.

To the contrary. In the next 12
months the industry expected to
lay off 15 percent of its unskilled
workforce and up to five per-
cent of its skilled labour.

Sacob chief economist Dr Ben
van Rensburg said’that while
this reflected the need for com-
panies to invest in new technol-
ogy, it also showed the concern
of busi about the im-

terms of sales growth and only
the opportunity to make some
cost savings by reducing stock
levels.

Looking further ahead, how-
ever, Sacob says manufacturers
are planning to step up their
capital expenditure pro-
grammes in the next 12 months.

“The survey shows that a sig-
nificant number of industrialists
are planning to increase their
rea} capital expenditure — both
to maintain existing capacity
and to create new capacity,” Mr
Lockwood said,

Spending on wear and tear
and on new capacity are fore-

pact of industrial action, such
as this week's stayaway.

Recent political and labour
developments had also had an
adverse impact on business con-
fidence. Nt

Sacob’s Business Confidence
Index in October declined sligh-
ly to 88 points from 88,2 points
in September.

Dr van Rensburg said busi-
ness confidence had been
knocked by the uncertain politiz
cal and economic climate. ©

“While there are no'signs to
suggest the recession is deepen-
ing, there has been no marked
improvement either.”
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Exports to BLSN Bl

o=

vénue has issued a practice note (No 8)
:;qz;?uthorises — subject to certain c;xtld;-
tions — the zero-rating of .goods.bosg i;
SA, for export to certain neighl ou{o ni
states, but delivered locally. The concessi ns
apply to goods sold to purchasers carr)émiZi-
an enterprise in Botswana, Lesotho, vgim—
land and Namibia (the BLSN sf:ates.)l;1 o
babwe is 2 notable exclusion (posm. y)
cause it is outside the Qustoms Ungm”. e

In the case of “nonregistrable goods,” t
purchaser must pro;ide p;oo{hlle }Z ;:nirrg;ng

enterprise there, in

?;:t:glead, tgding licence or or,c)ier fo]:m. 1;1
the case of “registrable ggods su<i1 ta:he
motor car, it is not a 1‘equu‘en.1<=.ntb thas he
purchaser carries on an enterprise, but mef
ly that he is ordinarily resident there.

i i ional tax director
Deloitte Pim Goldby national r
Des Kruger explains that the VAtTdAi?t]c::y
ines goods as having been exporte
%f:rlecoisigned or delivered, by 'the ve‘r}dor, t;)
the purchaser at an address in an “expor!
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country” — that is any country excepting
SA and the TBVC states,

However, in the case of the special conces-
sion, the vendor may either standard-rate the
goods and refund the VAT 2gainst proof that
they have been exported or zero-rate them if
he is satisfied the purchaser has given proof
of residence in 3 BLSN state or of carrying
on an enterprise there. If the vendor
zero-rates the goods without having the pre-

scribed proof (eg the tax invoice stamped at
a border post), he will be liable for VAT,
There would be a need for exchange con-
trol permission to remit VAT refunds to
Botswana, which s outside the common
monetary area. For the purchase of a luxury

e ———— e

AR
U1

car, the amount could
sands of rands,
Reserve Bank GM John Postmus says the
issue has not yet been brought to the atten-
tion of the exchange control division of the
Bank. Conceptually, he sees no objection to
authorised dealers being permitted 1o ap-
prove such transfers, but there would have to
be documentation convincing enough to
minimise the risk that a purported VAT
refund is a ruse to evade exchange controls.
Kessel Feinstein tax partner Ernest Ma-
zansky points out that the definition of “ex-
ported,” in section 1 of the VAT Act, re-
quires the Minister of Finance to approve an

run to tens of thoy-

“export incentive scheme,” and certain other

conditions should be met, Instead, Revenue
has simply issued a practice note authorising
a temporary scheme covering the BLNS
states until November 30 only.

Not only have the formalities not yet been
complied with but the appropriate applica-
tion form is not yet available. The practice
note advises vendors to use a comparable
GST form known as VB 52,

A related matter also awaits attention
from Revenue, says Mazansky. Many busi-
nesses are awaiting the promulgation of ex-
port incentive schemes which will enable
them to zero-rate sales to foreign tourists,
Until this is done, all sales to tourists will
continue to be standard-rated, n




For two days this
week, millions of
workers stayed home.
The tax system they
objected to is unlikely
to disappear in
response, but there is
no denying that the
balance of political
power has shifted ...
permanently. The
government is not
likely to underestimate

The charge was that congress politi-
cians had not understood the need to
“relate negotiations to a base, to back
negotiations with pressure”, observes
SA Labour Bulletin editor Karl von
Holdt.

By narrowing the constitutional

process to technical committee hear-
ings and discussions between leaders,
the ANC was seen to be falling in with
~ government strategy, which was to

- “demobilise” the left and cut it off

from its real source of power.

“This is the big shift signalled by the
stayaway,” Von Holdt said. “For the -
first time since February 2 last year,
the negotiating process is drawing in

| ordinary people through mass organi-
I sations.” .

What the labour movement has
forced to centre stage through tl‘w
VAT campaign and the stayaway isits

— —characteristic preoccupation witheco-

e ]

i nomic and social policy, issues which

the unions again.
By DREW FORRES

(220
F the government-Tised this
week’s VAT stayaway to “test
the water” — as the Congress of
South African Trade Unions
chief, Jay Naidoo, maintairs — it
got its fingers badly burnt.

After the dust has settled, the claims
and counter-claims about numbers
staying home, about intimidation, the
hard fact remains — the stayaway
worked. And it worked on a uniquely
large scale against the unfavourable
background of surging violence and
economic hardship.

Nor can the state easily dismiss
workers’ response as that of staakvee
stampeding to their union masters
voice: the constituent assembly stay-
away early this year elicited a patchy
turnout, while the recent regional
strike over violence on the Reef was
an outright failure.

Appealing directly to people’s [

pockets and coinciding with political
transition, when the government’s
right to rule is under unprecedented
fire, the VAT campaign has clearly
struck a responsive chord.
And although the stayaway is most
- unlikely to force immediate changes
in the tax system, it may have perma-

nently changed South Africa’s politi- .

cal landscape and balance of power.
“There’ll be no more government uni-
lateralism on any issue,” commented
one business leader this week.

The VAT campalgn has served first
and foremost 1o assert Cosatu’s inde-
pendence from its political allies and
d ination to play an ind dent
role in dealings with the state, particu-
larly in promofing 2 worker agenda.

After the unbanning of the African
National Congress, the unions ceded
pride of place in the political arena to

. the ANC, but became incrsasingly
restivé about the movement’s “top-
down” political style.

| direct role in ecanomic and political

{ restructuring were unacceptable and

4 would be resistelis This is not the view

of the whole cabinet~— Manpower
Muinister Eli Louw, for example, is
known to be pressing for Cosatu
involvement in economic policy for-
mulation —and is unlikely to prevail.

Although it may not be a direct par-
ticipant, Cosatu is certain to be
involved in some way in the econom-
ic commission set up by the.impend-
ing Multiparty Conferencec And the

have been low on the negotiating
agenda. .
v In effect, it is underscoring the fact
that without the material upliftment of
South Africa’s impoverished millions
there can be no meaningful political
. settlement — and that economic
: change is as centrally important as the
: extension of political rights and free-
doms.

Law and Order Minister Hernus
Kriel was quoted before the stayaway
as saying that Cosatu demands for a

stayaway has lent new urgency to
business moves to broker a standing
macro-economic negotiating forum
for tabour, political parties: bikifiess
and the state. o

Of equal significance for South
Africa’sfuture is the VAT campaign’s
tole in strengthening “organs of civil
society” — organised pressure groups

outside the state and political parties
— which Cosatu sees as a vital prop of
ademocratic order. )

. “Civil society will have a huge
impact on transition and on the future
democratic South Africa,” Cosatu’s
Naidoo remarked in a recent SA
Labour Bulletin atticle. “The National
Party ... strategy is to deal only with
political parties through the forum of
the All-Party Congress.”

nrawing together Cosatu and its his-
toric idf:ological and organising rival,
the National Council of Trade Unions,

the campaign has served to forge new
links with representatives of white

labour such as the Federation of
Salaried Staff Associations (Fedsal)
‘and the Confederation of Metal and
Building Unions.

The two-day doctors® “strike” over
ll]e levying of VAT on medical ser-
vices is further testament to the cam-
paign’s broad appeal, and dovetails
with the Cosatu national congress
decision to broaden its organising
focus to skilled, technical and profes-
sional workers. . ’

Although white or predominantly
white unions did not join the stay-
away, saying they were constitutional-
ly precluded from doing so, they
appear not to have criticised it. B ©

The Cosatu-led Co-ordinat‘ing
Committee on VAT has also attracted
an unprecedentedly wide range of
non-union interest groups, from civic

BTO.
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For two days this
week, millions of
workers stayed home.
The tax system they
objected to is unlikely
to disappear in

S S | S——

The charge was that congress politi-
cians had not understood the need to
“relate negotiations to a base, to back
negotiations with pressure”, observes
SA Labour Bulletin editor Karl von
Holdt.

By narrowing the constitutional
process to technical committee hear-
ings and discussions between leaders,
the ANC was seen to be falling in with
sovernment strategy, which was to

response, but there is
no denying that the
balance of political
power has shifted ...
permanently. The
government is not
likely to underestimate

“demobilise” the left and cut it off
from its real source of power.

“This is the big shift signalled by the
stayaway,” Von Holdt said. “For the
first time since February 2 last year,
the negotiating process is drawing in
ordinary people through mass organi-
sations.” .

What the labour movement has
forced to centre stage through the

' VAT campaign and the stayaway is its
characteristic preoccupation with eco-
,nomic and social policy, issues which

the unions again.

F the governmentTised this
week’s VAT stayaway to “test
the water” — as the Congress of
South African Trade Unions
chief, Jay Naidoo, maintains — it
got its fingers badly burnt.

After the dust has settled, the claims
and counter-claims about numbers
staying home, about intimidation, the
hard fact remains — the stayaway
worked. And it worked on a uniquely
large scale against the unfavourable
background of surging violence and
economic hardship.

Nor can the state easily dismiss
workers’ response as that of staakvee
stampeding to their union masters’
voice: the constituent assembly stay-
away early this year elicited a patchy
turnout, while the recent regional
strike over violence on the Reef was
an outright failure.

Appealing directly to people’s |

pockets and coinciding with political
transition, when the government’s
right to rule is under unprecedented
fire, the VAT campaign has clearly
struck a responsive chord.
And aithough the stayaway is most
- unlikely to force immediate changes
in the tax system, it may have perma-

nently changed South Africa’s politi-.

cal landscape and balance of power.
“There’ll be no more government uni-
lateralism on any issue,” commented
one business leader this week.

The VAT campaign has served first
and foremost to assert Cosatu’s inde-
pendence from its political allies and
determination to play an independent
role in dealings with the state, particu-

larly in promoting a worker agenda,

Aﬂer the unbanning of the African
National Congress, the unions ceded

pride of place in the political arena to |

. the ANC, but became increasingly
restive-dbout the movement’s “top-
down” political style.

¢ direct role in economic and political
restructuring-were unacceptable and
# would be resisted. This is not the view

{ of the whole cabinet — Manpower

Minister Eli Louw, for example, is
known to be pressing for Cosatu
. involvement in economic policy for-
mulation — and is unlikely to prevail.

Although it may not be a direct par-
ticipant, Cosatu is certain to be
involved in some way in the econom-
ic commission set up by the impend-
ing Multiparty Conference. And the

have been low on the negotiating
agenda.

In effect, it is underscoring the fact
that without the material upliftment of
South Africa’s impoverished millions
there can be no meaningful political
 settlement — and that economic
 change is as centrally important as the
- extension of political rights and free-
doms. .

Law and Order Minister Hernus
Kriel was quoted before the stayaway
as saying that Cosatu demands for a

stayaway has lent new urgency to
business moves to broker a standing
macro-economic negotiating forum
for labour, political parties, business
and the state.

Of equal significance for South

Africa’s future is the VAT cam paign’s
Tole in strengthening “organs of civil
| society”— organised pressure groups
I outside the state and political parties
~— which Cosatu sees as a vital propof
ademocratic order, )
. “Civil society will have a huge
Impact on fransition and on the future
democratic South Africa,” Cosatu’s
Naidoo remarked in a recent SA
Labour Bulletin atticle. “The National
Par.ly - Strategy is.to deal only with
political parties through the forum of
the All-Party Congress.”

nrawing together Cosatu and its his-
toric ideological and organising rival,
the National Council of Trade Unions,
the campaign has served 1o forge new
links with representatives of white

labot}r such as the Federation of
Salaried Staff Associations (Fedsal)
and the Confederation of Metal and
Building Unions,

The two-day doctors’ “strike” over
tl}e levying of VAT on medical ser-
vices is further testament to the cam-
Paign’s broad appeal, and dovetails
w:tlf !he Cosatu nationa) congress
decision to broaden its organising
fgcus to skilled, technical and profes-
sional workers.

Although white or predominantly
white unions did not join the stay-
away, saying they were constitutional-
ly precluded from doing so, they
appear not to have criticised .

The‘Cosatu-led Co-ordinating
Committee on VAT has also attracted
an unprecedentedly wide range of
non-umion interest group'%fym civic
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associations and political parties to
elfare bodies. Many of these are
‘apolitical”, but have remained com-

vening in negotiation and transition is
both the political organisations and the
organisations of civil society,” Naidoo

ittee members despite the stayaway.
. Although the VAT campaign and

= §tayaway have been spearheaded by-

Cosatu, and entailed adramatic rever-
-sal of its past relationship with the
" ANC, it would be a mistake to read
-this as a deliberate union move to

" upstage and seize the reins from its

-political ally. “Our engine for inter-

W /iIOL

stresses in the Labour Bulletin inter-
view. W \waetf
1~ 1 ity

noaaoimaqm suggest that the
ANC’s low-key role reflects both the
push to draw in the widest possible
front of organisations — the Pan
Africanist Congress and Azapo are

part of the co-ordinating committee
and backed the stay-at-home — and
the fact that it must deal with a motley
constituency, including big business.

1t is understood that the ANC’s
president, Nelson Mandela, and its
secretary-general, Cyril Ramaphosa,
wholeheartedly supported the stay-
away.

The challenge now facing the
fabour movement is how to sustain the
momentum it has generated. Like a

As costly as a typical long weekend

THE ininiediate damige to ifi¢

economy from the two-day general
staydway is not as great as has been ber of people actually forniuii
tremipeted. - employed is a'guess, Herice the per-:

. Thedostis not even as high as fhiat
of oneé of South Africa’s Friday-to-
long weekends, ‘when

“That Iy 4 compléte bverstate’
ent of the. cost Says South
rican:Chamber:of Business

= wainga

e  acenrate B
ures for unemployrient; the num.

centage of people, already an esti-
mate, canxiot accubately he transiats

“stayed away.

- @Employess hisd advance
¢ muwmm.a conld have built ip §todk i

onomist Beri van Rensburg:

. ofthe stayaway.

e says that figures produced BY - @Sarie areas oP bt
ttie National Productivity Tnstitute. o 00 2045 of business w

ut the. cost of 4 total
R500:million to R700-million;

Stayawayat ]
o vomplete shutdown pfhusificss: The -

‘miiding industry was lef off Hphily:

mcwignn.invin&wcggw
attendance on both daysy.: 5% s
. @Produétion in Many cases con:

ed into the nismber of those whe

¢ eronomy

inore tham anythi
. ,h.er ot of majorsecto

‘sectors was Himited, becavse ope
Yions continued with skeleton Stiff.

have piadé arfangeme

‘have béen brerstated, the R0

- Hon figure beitg bandied about as

thie Toss fo

. Xt is said somé manifacturers.

- \
ocket-burst, the stayaway may over-
hadow and diminish the impact of
other, less dramatic

protest.

" And it
than Cosatu imagines to hold together
the rag-bag of organisations in the

anti-VAT front. @2Z0D>
The sensitivities of smaller worker
bodies may be a factor. Last week a

-front of non-aligned biack unions

announced that it was pulling out of

¢

various VAT structures in protest
against Cosatu’s “big-federation
chauvinism?. There are also hints
that Nactu’s Western Cape region
is unhappy. with the co-ordinating
committee;complaining in a state-
Bmir Subsequently repudiated
by the head office — of lack of
Cosatu consultation on key deci-
sions.

<o: Holdt points out that when
controversial Labour Relations Act
amendments were passed in 1988,
the unions offered no resistance
because they had shot their bolt
during an earlier stayaway. In part,
this was because their energies had
been channeiled into fighting mass
stayaway dismissals — a potential
threat in the current action.

Cosatu has threatened a continu-
ing protest campaign into the new
year, but a telling programme of
action will be no easy matter.

Further national stayaways will
be hard to mount in the short term
and could damage the fragile anti-
VAT coalition. The only other
measure mooted to date, a push
against PAYE deductions, would
be fraught with practical difficul-
ties.

“The unions will have to find
creative ways of keeping up the
pressure and tabling and pushing
their demands in various forums,”
Von Holdt remarks. “The lesson of
’88 is that once-off action is not
enough.”

forms.of mass
mayprove more difficult

|



DUMA GQUBULE
. .<<mmxm=n Argus Correspondent

. JOHANNESBURG. — The future of
the economy hangs in the balance
following this week’s strike — the
biggest in the country’s history.

There is the possibility of a slide
into economic paralysis. But this
could be averted if the major players
reached an agreement on the econo-
my similar to the peace accord and
the compromise reached between the
country’s sporting bodies.

After the Vat'strike — which was
really about who runs the economy
— political and economic analysts
said it was doubtful whether the gov-
ernment would be able to proceed
with major restructuring of the econ-
omy without wide-ranging consulta-
tions with groups like Cosatu, Nactu
and the ANC. ' |

This situation, of a government
that cannot govern, would be close to
economic paralysis, they said.

“It would mean leaving the econo-
my on hold for two to five years —
with no major restructuring to cre-
ate jobs and growth — until some po-
litical settlement was reached. This
would be disastrous for the econo-
my,” labour consultant Pat Stone
said.

“There would be a lack of confi-
dence in the economy and very little
new investment because no one knew
Ssmnm the economy was going,” he
sald.

However, observers said although
the government would not want to be
seen to be backing down to the
unions, wide-ranging consultation on
the economy was likely in the future.

“As is the case in all areas of South
African society we are entering into
a different ball-game,” Frankel Max
Pollak’ Vinderine economist Mike
Brown said.

“There will be more input from la-
bour and other extra-parliamentary

after Vat strike

organisations when it comes to eco-
nomie policy formulation.”

In the horse-trading that negotia-
tions on the economy would inevita-
bly involve, Mr Brown said all sides
would have to make compromises.

“For example, if the government
wanted to reduce the company tax
rate to 40 percent, they could con-
cede on, say, ANC and Cosatu de-
mands for financial institutions to set
aside a certain percentage of their
cash flows to housing projects. Gov-

.ernment could also concede on de-

mands for land taxes,” he said.

And this process could have unin-
tended benefits: “With Cosatu so busy
negotiating the country’s economic
future, they would have less time to
organise stayaways, as is the case
with the ANC,” Mr Brown said.

Wits University’s Professor Tom
Lodge was surprised the government
had not seized the chance to run the
economy through consensus.

&
ey aulat

Several leaders of organised busi-
ness were firmly behind union de-
mands for an economic forum to for-
mulate policy.

Some business leaders fear that
the ANC, with its limited resources
so deeply immersed in political nego-
tiations, would prefer to let the nego-
tiations on the economy wait until af-
ter a political settlement was
reached.

Others wondered what price the
ANC was prepared to pay for labour
support in putting pressure on the
government for demands like an in-
terim government.

“There is a possibility the ANC will
not.want to see labour having such a
prominent position in the economic
debate,” Mr Stone said.

“In the rest of Africa there has
been a tendency- for governments to
try to dilute the influence of labour
movements because of immediate
economic pressures.”




\nti-VAT s ay away was strikingly placid

- 4

Prophets of doom invariably warn that if The flood of South E:m.ml £00ds in Zambi-
unions had their ‘way, there would be ulti- an shops, he noted, “is ,.,,mcimm_.,mwm tangible

‘AST week’s anti-VAT stoppage was re-

markable for. the low level of conflict b
and violence associated with it, and in mately nothing left to haggle over. you cannot hide”.
this respect jt was a positive manifestation That may be arguable; . ' Zambia’s new President-hgs an uphill slog
of the capacity of the National Peace Accord o ; o . P \ time <[ 2116ad of him, but at least he’s honest,
i "to prevent. polifical rivalries from causing . i _W“ﬁmﬂ“wm meWowmmww mﬁ%m MMMMMM hwﬂwﬁm ) . )
N - . . . PYSRNS P 1 Le- 1. i 3 H
: Eocnuamn . e gt ! B . L A R . rial needs, a strategy that disarms, rather —ﬂ_om. Rushdie uOﬂmn—..O-. again
Participating -organisations ‘cléarly went - _ R - than empowers, ezono icall t b . . A "
to a lot-of trouble tot instil the peace ethic in MichaelMorris =" Dennis Cruywagen . favlted T i mically must be. . ﬂoﬁomwmiw m.:.ow_mi%. .mim Rice ﬂ__“
heirisupporters ile some bloody —— : dned - ¢ ead the first official Sou rican, crickef
1y elr s ueD wom,csmﬂ%m %%o.mm%owg »w% mm A weekly analysfs of the emergent fiew South Afrca Is a m_gwmsﬁ or strike really the most | team on to foreign soil in:more. than 20 years
[>-volving millions of People was strikingly | government 4rere 10 see it in any other | Te ) WeaPOR'in the union arsenal? fo face India, the first country to have im-
placid, R o fetn.. | terms. From this pefspective, it would need | Chiluba trading operily posed sanctions on Pretorta. ,
" But it remains deeply questionable wheth-. | to balance the appearance of.being caring on - N It will be an historic moment and one the
er anything:positive has-or will emerge from the ‘one hand with the appearance of bein; A8 Iond as one may have grown of former overment-supporting press  will probabl
i what, in economic and labour relations resolute on the other g Zambian leader Dr Kenneth Kaunda, his de- MEBE. It i:n wo no:mu% be fi _: p that _«m
. terms, was-an extremely costly venture, N parture has-been like a breath of fresh air. was the National Party’s quoMWon%M& oli-
i~ 3 Post-strike rumblings can be expected to Cosatu and other members of the pro-stop- Refreshing it is to hear that the new in- cies which turned mwﬁ: >w~.mow i nov:._m
.- continue “for sofhe time, with tactical -dis- | page lobby havesreally only had to appear | cumbent, President Frederick Chiluba, has world’s polecat. EYDRGT
~'Putes ‘of one kind or another going on be- | resolute. said Zambia will now trade openly, rather ) ) @ >4NQV Afv
tween the bosses and the hossed, Interestingly, Cosatu will have sent the | than secretly, with South Africa, It is also questioRable whether we'll be re-
J;: The government may- well have ‘been im- ANC a powerful signal about the strength “We don’t want to operate like the United | minded of the important role played by the
Pressed by the turnout, but will it alter VAT | and importance of the union constituency. National Independence Party government | ANC’s Steve Tshwete — aman in a class of
as a result? . But, in the end, how wise is it to use the | Which conducted business with Pretoria at | his own as a sports facilitator — and his or-
snsentially, the stayaway was a political | economy g o Instrument of political | night, but said to the contrary in the day,” he | ganisation in re-establishing South Africa's
~struggle ‘and it would be surprising if the | contention? told a press conference. . International sporting credentials.
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AGAINST all predictions, value added itax
has tended to lower prices — but the béne-
fit to consumers is already being eaten
away by general inflation. H
The first Vatwatch survey since ‘the
introduction of VAT has shown prices have
risen steeply over the past three months.
Prices decreased by an average of only
0,20 percent countrywide since VAT Wwas
introduced on September 30. But, during the
previous two months, prices shot up more
than two percent a month. !
Vatwatch chairman Professor Louise
Tager said: “This is a disappointing trend,
indicating that despite VAT being three per-

~ cent lower than GST and the fact thatthe

demise of GST meant considerable savings
for the business sector, there was hardly any
decrease in October.

“In fact, there was a cumulative increase
of 4,53 percent in prices over three months.”

Zero |

[}
However, at independent stores in black
towns October prices decreased by|39
percent. In Port Elizabeth, prices decredsed
by 2,9 percent and in Johannesburg by 2,6
percent. 4
Elsewhere, however, October prices
ranged from a zero increase in East London
to 22 percent on the East Rand. ~ |’
The trend came to light in the fourth epm-
prehensive, countrywide market survey ¢on-
ducted on behalf of Vatwatch.
The results of the survey show that despite
the lowering of the tax raté from 13 percent
GST to 10 percent VAT, prices of goods and
services dropped by only 0,29 percent.
However, this price reduction came off a
base that had been highly inflated in the two
months before the introduction of VAT} At
the end of August, prices

were 2,56 percent higher

than at the end of July.
At the end of Septemib
— just before the introduc-
tion of VAT — prices
risen another 2,26 percent.
Vatwatch said the ptice
reduction of 0,29 percent in
October appeared to indi-
cate the inflationary trend
of the previous months was
continuing, off-setting any
savings that might have
been derived from the low-
ering of the tax rate. .
‘Taking into account this
_price increase trend,! as

had !

well as the small reduction *

Yor October, the net ptice
rise since the end of July
has been 4,53 percent. |

In the three-mopth
period monitoredeiby
Vatwatch, prices increased
most steeply -in black
homelands, at 10,1 percEnt,

. followed by independent
stores in black towns (8,4
percent), major rural
towns (8 percent) and the
Durban/Maritzburg ayea
(6,3 percent). .

The lowest price
increases over the pexiod
were recorded at East Ljon-
don (1,2 percent), the Free
State Gold Fields (1,4 per-

eonf) and in Tnhannachitre



rob
month, despite increases of
nearly 5percent in the two
months: before VAT was intro-

This is apparent in the fourth
market. survey conducted for
Vatwatch.

The prices of groceries, shoes,
furniture and other goods, as
well as electrical repairs, medi-
cal and other services, were
monitored at 105 outlets in
urban and rural areas,

Vatwatch chairman Profes-
sor Louise Tager said this was a
disappointing trend,

“Despite VAT being 3 percent

lower than GST, and éspite the
fact that the demise of GST
meant considerable savings for
the business sector, there was
hardly any decrease in October
and in fact a cumulative in-
crease in prices of 4,35 percent
over three months.

“Moreover, this reduction
came off a base that had been
highly inflated two months be-
fore the introduction of VAT,

“At the end of August, prices
were 2,56 percent higher than at
the end of July.

“At the end of September —
just before the introduction of
VAT — prices had risen yet an-
other 2,26 percent, The price re-
duction of 0,20 percent in Octo-
ber appears to indicate that the
inflationary trend of the previ-

ip.¢ ’sapp(%gting"

OuS mon 3 continuing, thus
offsetting any meaningful sav
ings that may have been
derived from the lowering of
the tax rate,” she said.

In the three-month period
monitored by Vatwatch thus
far, prices increased most
steeply in the homelands —
10,1 percent — followed by inde-
pendent stores in black towns
(8,4 percent), major rural towns
(8 percent) and the Durban/
Maritzburg area.

During October; prices de-
creased by 39 percent at stores
in black towns, Ifi*Port Eliza.
beth, prices feli by 2,9 percent
— in line with the drop in the
tax rate — and in Johannesburg
by 2,6 percent,
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CONSUN_IER prices following the imposition of VAT last
month dropped by less than a third of a percent
countrywide, the price monitor Vatwatch aid jn a state-
ment yesterday. § g ,

Vatwatch monitored prices of grocéries, shoes, furni-
ture'and other services at 105 outlets it urban and rural
areas, its chairman, Professor Louise Tager, said.

* She pointed out that the drop was low considering that
the tax rate decreased by three percent - from 13 percent
General Sales Tax to 10 percent Value Added Tax,

“Moreover, this pricereduction came off abase thathad
been highly inflated in the two months before the introduc-
tion of VAT,” she said, :

- “At the end of August prices were 2,56 percent higher
| than at the end of July. o
1. ““Atthe end of September - just before the introduction
'| of VAT - prices had risen yet angther 2,26 per cent.”’ -




~ Vatwatch:
: \PI'ICCS@

bm 'ANNESB RG, —f

Consumer. prie de-
creased in October by an
average of 0,29%
countryw1de, the pnce
mohitor Vatwateh. said
inia statement yestetday

‘The net priceifise
Ismce the end of J
‘been 4,5%, - Vatwatch
chalrman Lomse Tager
said. P

“Watwatch monitored
prices .of groceries,
shoes, furniture: and
ther services at 105 out-
ets in urban and ‘rural
"aréas.  The ‘survey was
conducted on their be-
half by the company.In-
terfact.

“She said these 'latest’
: results, [indicated: that.|.

the prlces of goods and
- services had dropped by

only 0,290%, despite the |

lowering of the tax rate
by 3% — from 13%
General Sales Tax to
10% Value -Added Tax.
. {Moreover, this. price
reduction came off a
. base that had been high-
177 lyinflated in the two
months before VAT.”
3 fi‘he 0,29% price reduc-
tmn appears to indicate
the . mﬂatxonary trend of
. the previous months was
cohtinuing, off-setting
any meanmgful savings
derived from & lower tax
rate, she said. — Sapa-.
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massr resngna—
tion »from :the “Medical
Assoc tlon of South
Africa’(Ma8a) for failing
to siipport: it in" s ﬁght
against VAT i\

services, CT .1
The: proposa 3

a meeting .in’Jo

ollowed , Masa’s




@ Call an urgent me ® Urge all South African

Doctors §ontinue anti-VAT fight

About 1000 private prac-
titioners vowed yester-
day to sustain protest ac-
tion against value added
tax until the Government
zero-rated health ser-
vices asnd bas‘i‘c f{)m‘-
stuffs. Kﬂ\f {

At a meeting in\lot’;1 -
nesburg of the Health
Forum of the Co-ordinat-
ing Committee on VAT,
the doctors resolved to:

with President de Klerk doctors to resign from
and Finance Mirister
@ Refuse to charge their
patients VAT. 2.0
@ Reject a 16 percént in-
crease in medical aid
tariffs due next year.

@ Refuse to register as
VAT vendors.

® Urge the World Medi-
cal Association to not
admit the Medical Asso-
ciation of South African
(Masa) as member.

Masa.

‘The meeting was also
marked by a heated de-
bate between the doctors
and Masa secretary-gen-
eral Dr Hendrik Hane-
kom. Speakers took Dr
Hanekom to task over
his organisation’s failure
to pledge solidarity with
doctors who closed their
surgeries in proiest
against VAT last month.
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- n1l :
| ] THERE is i Eﬁmvo:—o nnw:non.mnunamw_oaﬂmximu. X mrnwm_nnﬁ me ontroversialtaxcouldnot  the p ial saving - esti d at R6 biltion - |
I are pocketi m.cnaaun_n <w_=n Added ' paidbyt .. R6billion . be allowed to become a silent tax - as many would be a positive blow to reducing an already ]
[ ] Hux. says Vatwatch, the group formedtoactasa -whichwasth P ial saving to the consumer...- groups would like to see - before the savings  high inflation rate. |
1 watchdog over the tax. but was mE— not being cﬁm& on, T wo.n.__._w_ of the systein was realised by both Q_S=m an nxu.:.w_o of how gm_:%m saw the ]
>~mvamwc=mmhw.= Joh burg y y Throug the p to itor the iness and VAT issue, V: h had ioned a survey
V. f nbiwm.ﬂmmn.. said introduction of VAT, busi and Busil had in many instances merely in-  onoffice rentals in the first month of VAT and had B
I prices should have d d since the introdi had been p ipied with the question of the dprices not fully understanding therebate  found rentals increased by an average of 10,07
| tionof VAT because costs to business people had  rate of VAT compared with GST. . system with the introduction of VAT. percent - landlords had merely added VAT to -
declined but this was not the case for the con- “While this is obviously important, becanse -~ It was pointed out that some businesses were  rentals without first using rebates to reduce the

3,

1 sumer. - - athreep ionin atax rat titutes notaware thattax credits were claimedbywayof ~ basic rental.
B Tager said VAT should not be allowed to ameaningful saving, we are becoming increas- cn..mthm the amounts against tax payable and ‘Tager said tenants had offered noresistance and -

[ become a silent tax and business should be edu- ingly concerned about the i of most fore did not need to wait for the authorities  had happily paid theextra 10 percent; knowing this ]

N cated regarding the savings that shouldbe passed  people about real savings, namely the elimina- . to process claims for VAT paid in generating  could be claimed as an input tax. The net effect of
onto the consumer. tion of sales tax as a cost vam bome by busi- business. this could have been less than 10 percent had the |

B She said ding to the Dep of Fi- ness,” Tager said. ‘Tagersaid VAT wasnota 10 percentissueand VAT system been used correctly, she said. - Sapa. [ |
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VAT savings ‘not being passe

By PaulaFray. &

. [EUDE
VAT savings were not being
passedoiito consumers, ei-
ther thirbligh ignorance or
profitdefing, -an accountant
said yesterday.

Kevin: Fagan said at a
Vatwafth presentation that
althoughiVAT did not add to,
and iit’sgtne cases decreased,
busine§s-costs, there was
growing, évidence that sav-
ings ng’e not being passed
on to consumers.

The ‘presentation followed
a Vatwatch survey finding
that pricés had fallen by a
mere (29 fercent last jnonth
with a cumulativernise of
4,53 percent in the ithree
months since the end of July.

Vatwatch chairman Pro-

P

)ifessor Louise Tager yester-
3]

Consumer;Reporter \P\ "H'

day issued aqwarning.against

.increases being accepted
willy-nilly. She said the po-
tential savings of VAT were
far more substantial than
just the difference between
the GST rate of 13 percent
and the VAT rate of 10 per-
cent.

Co-ordinating Committee
on VAT co-ordinator Dr Ber-
nie Fanaroff said yesterday
that in the light of statistics,
the CCV would ask President
de Klerk to reopen negotia-
tions on the new tax.

He said the survey vindi-
cated what the CCV had
been saying: “That VAT
would be highly inflationary
and cost-savings would not
be passed on to consumers.”

Consumer Union represen-

on:

tative on VatwatcH,fAnna

~Boshoff, said the consumer

group was very perturbed
about the survey results.

Consumer Council’ spokes-
man Ina Wilken said that
considering VAT was_intro-
duced at 3percent léss than
GST, business could now,
benefit from lower produc-
tion costs and pass on lower
prices to consumers. - '

The National Black Con-
sumer Union made a renew-
ed call for legislation to
force businesses to..pass on
VAT savings. NBQU jitesi-
dent Nonia Ramphomane
said the survey indicafed bu-
sinesses were not passing on
savings to consumers.
® Stayaway just first salve
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Rise in VAT |
on the cards?

Staff Reporter.

VAT may have to be
raised.

This was the warning
rom Department of
Finance direetor-
general Dr Gerhard
Toeser at a key econo-
mic conference in
Somer; West vester-
dar. G DIa)

He s3id at the Bureau
or Economic Research
conference that there
was scant leeway for
raising revenue from
other sources to foot the /

bill for South Africa’s in-
creased social’ commit.
ments in the 'gps,

Dr Croeser also men-
tioned the possibilities
' of a capital gains tax, a
land tax and a minerals
tax —but these would be
at a low rate.

® Report — Page 9
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"Penalties for late VAT payments

THE Inland Revenue Department
will charge 18% interest a year on
late VAT payments and pay 20% a
year if it misses its own deadline for
VAT refunds, Inland Revenue tax di-
rector Trevor van Heerden said yes-
terday. £ /Doy (2/1///

Vendors who pay by cash or cheque
have 25 days to hand over the VAT
they have collected to the Receiver of
Revenue. 'If they make the payment
by electronic transfer their holding
period is extended to the last working
day of the month. .

The 18% interest penalty becomes
effective immediately payment ex-
ceeds these deadlines.

Inland Revenue, on the other hand,
.must make the appropriate VAT re-

L |

funds 21 days after receipt of a ven-
dor's tax return which is date-
stamped on arrival. (320

Late refunds will include interest
at an annual rate of 20%, which is
marginally lower than prime and sig-
nificantly higher than the 14% paid
on late income tax refunds.

In another recent development,
government legislated ' last-minute
changes to the VAT systém by pub-
lishing them in last Friday’s Govern-
ment Gazette, ’ : .

In the majority of ‘¢cases, the
amendments are aimed at providing
fi ial relief to or ad-
ministrative relief to vendors.

LESLEY LAMBERT
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Weak

The general strike and doc-
tors’ stayaway were called by
Cosatu and the ANC ostensi-
bly becduse of the levy of
VAT on'éssential goods and
services. But given the num-
ber of exemptions and zero-
rated items under the current
VAT system, Cosatu and its
supporters in the ANC picked
a weak issue over which to
strike.

Clearly the issue is not
whether or not there is a
VAT, since VAT replaces a
grossly unfair and inefficient
sales tax. Small businesses
and small consumers were

made to pay the lion’s share
of GST. And a VAT has been
adopted in an fincreasing
number of progressivé coun-
tries, most recently in Kenya
and Canada. !

An infinitely more plausi-
ble explanation for the deci-
sion to call a strike is that
Cosatu and the ANC wish to
flex their economic muscle to
prove that they control the
economy and that thefiishould
.dictate economic, Hli Hig
has not beenm 1
clearly. But the V:
and strikes have
tention on the real social

issue over

2o\
._mmcmw ._Lwﬂ__q—mmn to be ad-
dressed’ — by means other
than a VAT — such as the
lack of a national health ser-
vice and the insufficient wel-
fare net.

The gist of the protest
against VAT is that it lacks
fairness. Of course an unmo-
dified VAT is fair in the sense
that it treats individuals
equally and that it treats
goods and services neutrally.
But VAT is not fair if pro-
gressivity is the ultimate tax
policy goal.

In order to make a flat rate
VAT progressive, so that the
wealthy are taxed more and
the poor less, exemptions of
essential goods and services
need to be introduced into the
system. The usual candidates
for exemption are essential
goods such as food, clothing
and energy and essential ser-
vices such as medical ser-
vices and education. But in
order to maintain progressi-
vity, mainly the poor should
benefit from an exemption.

The ‘issue be¢oRt es*mud-
dled if people call for exemp-
tion of all medical services,
food or energy. It is absurd to
think that the Government

No interference from Mr
Jay Naidoo and his col-
leagues, please, says a
reader.

and, by extension, all citizens
should provide a 10 percent
subsidy (that is what a VAT
exemption. amounts to) to
consumers of champagne and-
caviar (food) or facelifts and
tummytucks (medical ser-
vices) or central heating and
airconditioning (energy). Con-

whi

h to

goods and services consumed
mostly by the poor should
enjoy a 10 percent subsidy.
Differences about line-
drawing between these ex-
tremes is not sufficient rea-
son to call a general strike. In
fact the Government and the
ANC have covered much
common ground on the need
for exemptions. The econom-
ic debate should be elevated
to discussion, and action, on
health services, educational
support and a welfare net on
basic food and shelter re-
quirements. That would be
worth such a drastic measure
as a general strike.
J P Snijders MA,
LLM (Cantab);
LLM Taxation (New York)
Randburg
o o o
I do not believe that employ-
ers should sit back and ac-
cept Mr Jay Naidoo’s
stayaway blow to our econ-
omy without a clear demon-
tration of Tesistance. . .
‘A principle of no work, no
pay should strictly and con-
sistently be imposed by all
employers, even in respect of

strike

sély, it is only right z-mm[\%.:.ammmn workers. These un

fortunate intimidated people
need not suffer any financial
losses. They should be al-
lowed the opportunity to
make up for the 16 lost work-
ing hours by working addi-
tional hours, even on Satur-
days.

Leave arrangements
should solely be determined
between employers and em-
ployees, without interference
from Mr Naidoo and his
ANC/SACP colleagues; We do
not need their involvement in
a breakdown of discipline and
responsibility in labour rela-
tions.

1 personally intend.to im-
plement an arrangement with
my employees to make up for
lost working hours and trust
that other employers will fol-
low suit. .

it is imperative that fur-
ther stayaways should-be dis-
couraged by means of coint-
er actions. I believe Mr-Nai-
doo_is already actiye/inor-
% ’ganising -the next;
* for the first trivial issue

may arise.

Secunda




are pocketmg profits by
abusing’ value-added
tax; Vatwatch says.
Vatwatch chairman
Professor’-Louise Tager
said on Monday that the
extra profits being made
could well be as a result
of ignoranee on the part
of businesses as to how
the VAT, rebate system:
should work — and in
some cases proﬁteermg
She said that accor
ing to thé; Denartment of
Finance about one-thir
of generd], sales tax w:
paid by, business
amounting to abo
R6 billion' — which was
the potential saving to..
the consiimer. However,"‘.

VAT shor

lowed to‘become 4 silent .
tax and business should ;
be . educated _regarding

the .savings. that_should
be- passea on to the con-

* Mé nwhlle, the
governm should. not
‘get invo gd in a soften-.

; mg up’ pl‘OCeSS for anin-

¢rease i’ the: VAT rate,
the 'Democratic. Party’s.
finance" spokesman,.Mr
Ken Andrew, said’ yes-,
terday. :
- He . was. reacting to'the-
statement by ‘the Direc-
tor-Genéral of 'Finarnce,
Mr. G rhard. Croeser,
that artincrease in VAT
could b‘; the only way for
ernijent.
' the futiire.

e
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JOHANNESBURG
rTax authorities yester-
yday’ confirmed that
‘transfer dutieswould
ot by payablew on “the
purchase of ‘iew. homes
‘currently subJect ‘to
lower VAT rates; ' .
Accordmg 1o
-ments- pubhshedun ;the
Government:,
homes.. comp:
tween Septem

: 31 b ;subject.to'3%
" VAT wh ey.-are-sold,
provxded;the transactwn
s, concluded ‘beé
August 22 and’

,The sale ofnew. homeS'
concluded before-March

: ed ‘these lower
VAT rates inAugust, hé
d ‘transfer - dutles.
-have to. be rein:
ed.on, transac:
subJect to the
wer VAT rates, .
:Howeyer,” there ha§

- of transfer-
dutiés..on" new. home}
| -sales :Delmtte Pim
|#Goldby . consultant Eu-
gené’Strydom. said yes:
terday :he had received:
“eonfirmation” of this
from. the Inland Rev-‘

i:After~March 31, the
. VAT.rate. apphcable to
new:house sales'is likely,
b 10%

o
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By Paula Fray 3

ensur

320

It was up to private
enterprise to pass on
possible price cuts as
a result of VAT be- .
cause there was no
legal way to enforce
this,
Party spokesman on:
finance Casper Uys
said yesterday.

Conservative

Mr Uys said he be-

lieved the higher prices
found after the introduc-
tion of the new tax on
Septemnber 30 were the
result of a mixture of
profiteering and igno-
rance on the part of busi-
ness.

From a legal point of

view there was nothing
that could be done about
the price increases, he
said.

“It is up to private en-

terprise to pass on to the
public possible decreases
| in prices due to input

Ser

way of enforcing this,”
said Mr Uys.

However, he did not
believe legislation was a
necessary or an effective
way of breaking the in-
flation spiral.

“It will mean creating
a bureaucracy which

will not be worthwhile,”

he said. |

“The main problem as.

far as inflation is con-
cerned is that there is no
increase in productivity
but an aggressive de-
mand for higher wages
which has no relation to
productivity at all,” Mr
Uys added. .

African National Con-
gress spokesman Saki
Macozoma said the price
rises were what the or-
ganisation had warned
against during various
discussions with the Min-
istry of Finance.

“The attitude of the
Minister was that we
should help put pressure

CP: no legal way to

these savings. But that
kind of pressure is very
difficult to mount, other
than by consumer boy-
cotts which the Govern-
ment, would not want,”
Mr Macozoma said,

“It is incumbent upon
the relevant Government
department to ensure
savings are passed on to
consumers,” said Mr Ma-
cozoma, adding that to
the public it was obvious
that prices were rising,

“The Government

might say this is a tem-
porary reaction but we
believe this is a perma-
nent price hike,
- “Business might say
the cost of changing to
VAT justifies the price
hike, ‘but VAT is a
simpler tax and the sav-
ings should be passed to
consumers,” he said.

“We call on the Gov-
ernment to take appro-
priate action to protect
consumers.”




No transfer duties on new homes

‘LESLEY LAMBERT ]

TAX authorities yesterday confirmed that l -
transfer duties would not be payable on the - " .
purchase of new homes currently subject to the lower VAT rates.” "*'%¢'> . ‘
to lower VAT rates. @Q‘g‘_gﬁ . ’Hovgever, there has ‘been ho legal -
i in Aamendment in the gazette to enforce the -
th: f;c:f:r'ﬁ::f&nﬁm, ll:om%:bcox}xllﬁel: proposed reintroduction of transfer duties
ed between September 30 ~ when VAT OD New home.sales. Deloitte Pim Goldby
was introduced — and Degember 31 will pe. , SOnSultant Eugene Strydom said yesterday .
subject t0 3% VAT when they are sold, - i Had receivéd confirmatién of this from
provided the transaction is concluded be. the Ifland Revenue Department.”. ®
tween August 22 and December 31. After March 31, the VAT rate applicable
The sale of new homes concluded before £ IeW house salés is likely ta be 10%.
March 31 next year will be subject to 6% At the 10% rate, neither residential nor
VAT. &\m‘o 2] ,,” commercial property sales are subject to
v A ,| : -transfer duties. But private house sales,
_ When Finance v Barend du Ples-  which are not subject to VAT, will remain
sis proposed these lower VAT rates in subject to transfer duties of 1% o the first
August, he said transfer duties would have B3y 009 and 3% on the balance of the value

e

to be reintroduced on transactions subject of the transaction, ..




" THE introduction of VAT
“will significantly reduce
wnon-residential building
-costs, says the latest Rode
wReport. .

i1 Research director Erwin
~Rode says: “According to
-rimy caleulations, this redue-

~VAT bonus for building

price would be R9425, |
This amounts to a 58% ¢t
saving, with the 10% VAT;
fully recoverable by the de- |
veloper or buyer. |
Further evidence has
also emerged that the
building industry has seen

stion will be about 5,8%.~\the worst of the current re-
4nThis is because non-recov~cession, Rode says. Central

erable GST at 13% was pre~_,

<viously payable on materi-J
wals and “plant an
w.equipment, . . Q

97'"In"a_competitive busi-
~hess environment, the 13%
"GST can now be stripped;
+dutof these costs.”

“-“He says if a GST-inclu-g

vsive contract of R10p {with,
labour and materials atM
R40 each, equipment and
“oferheads at R10 and profit
at R10) were stripped of -
GST, as is now the cage, the

wit's . .

Statistical'Service figures
show that the trough was
reached in December and
January ‘Tespéctively, with
both sectors showing ‘good’
growth to.June this year,
“Building costs or con-
tract prices have started to :
accelerate again, reflecting
the strong showing of build.
ing activity. Non-residen-
tial contract prices were
back to nearly 15% in the
second quarter compared
with a year ago,” he says.

3

S N E—




Comp
/AT deali

tend to
held in some quaners that
VAT was introduced for

THE South African
Chamber of Business
says it is concerned by
the fact that it con-
tinues to receive com-
plaints from several
quarters regarding
the attitude of some
big companies in the
their dealings with
smaller businesses
that are not registered
for VAT purposes.
The chamber said at a
Press conference that in
most of the cases brought
to its attention such
businesses had issued
statements to their sup-
pliers that either explicit-
ly, or implying, that busi-

ekt

o

By JOSHUA
RABOROKO

ness will only be con-
ducted with, and pay-
ments made to, suppliers
that were able to furnish
the enterprise with a valid
tax invoice.

It said: ‘‘Such state-
ments are playing into the
hands of VAT’s oppo-
nents, who are arguing,
among other things, that
the introduction of the
new tax will succeed in
decimating 2 large num-
ber of small t that

the view

ngs.

aints over

.goods and services that
they receive from such
and mot

the benefit of big business
at the expense of small
business and the man in
the street.

“While there may be
little or no foundation to
these views, the percep-
tions still exist and are
being reinforced by the in-
flexible stance adopted by
some

whether they are regis-
tered for VAT purposes.
““Where statements
have been issued which
imply that the company
will only deal with regis-
tered vendors, Sacob re-
quests that these state-
ments be retracted and
rephrased so that un-

q

Sacob urged all its
members to re-examine
their  policies towards
dealmg wuh small un-

have developed in recent
years.

“The statements also

and
i make their business de-
cisions on the basis of the
quality and price of the

] suppliers are
not discriminated agamst

“The chamber also
urges its members to as-
sist those businesses with
which they have dealings
that have to, or wish to,
register wherever pos-
sible,”” Sacob said.

‘




VAT group threate

‘crippling’p

lkg'
By Anthony Ndlovk |

THE organisers of the successful VAT
stay-away have warned of an
“economy-crippling mass action” if
President FW de Klerk does not ur-
gently reopen negotiations on the
controversial tax.

VAT co-ordinating committee
(Vatcom) spokesperson Dr Bernie
Fanaroff reiterated that VAT penal-
ised the poor and consumers in gen-
eral, and called for its amendment
through negotiations.

Vatcom said the support for the stay-~
away had demonstrated that the ma-
jority of South Africans rejected the
unilateral restructuring of the
economy through VAT.

rotest

u’llh)

“This rejection goes much wider
than the support for the general strike,
Even organisations which were not
able to support the strike have con-
firmed their support for the demand
for negotiations,” said Fanaroff, He
added the mass opposition to VAT
would not stop.

“All the motivations given by the
government and Sacob for the intro-
duction of VAT, specially for its in-
troduction in a hurry and without ad-
equate negotiation, are proving to be
wrong,” he said, g

Vatcom noted there had been no
dramalic upswing in orders for capi-
tal goods, no flood in investment gs
expected, and there was no evidenice
that manufacturers and trader$ Were
passing on cost savings.




[VAT: 15
firms are
“problem
na?
g

ABOUT 15 businesses
which have failed to
comply with Valued
Added Tax regulations
will be contacted by
| Vatwatch chairman Pro-
| fessor Louise Tager to-
day under threat.of pub-
1| lic exposure. ¢
The tax public;,watch-
dog has threatened com-
panies- transgressing
VAT regulations with
blacklisting — which
would:be made public —
but has relented -after
|| most . offenders started
toeing.the line. .#,.
Vatwatch spokesman
Mr Pierte de la Rey said |
| the roletof the organisa-
| tion wasnot to compile a
l blackl ut to ehsure
X was imple-
mented;'correctly., “How-
ever, Vatwatch wag. re-
ceiving{about 50 calls a

| day which relatéd to

IR




. FW asked to: re-op
\(AT e otlatlo
M 'Si“ -3 u

he Co-or matm Commltte
(CCV) has written to President
Klerk asking him to re-open nego iations
-on its VAT demands,

These are for the zero-rating of basic
“foods, electrlcxty, water and medicines and
wmedical services, measures to cushion
ysmall business and negotlatmns on a

poverty-relief programme.

The CCYV said it welcomed the latest
Vatwatch survey of prices, which showed
Aanaverage 4,5 percent increase, wnjl larg-
er rises in poor areas. This showed the
CCV’s warnings were “very close to the
truth?,

It also stressed that contrary to govem-
‘ment forecasts, there had been no flood of

investment in South Africa aft‘err the
launch of VAT and no dA ﬂatlé l%

ar from business passing on cost sav-
s to the consumer, “massive profiteer-
ing” had taken place. Vatwatch lacked the
teeth to control this, the CCV Sald.
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IT IS time to take a pragmatic view
of capital gains tax and the future of
SA. It may not be popular, but it is
realistic.

The realities of transition politics
are that we will have something
called a capital gains tax — and the
challenge is not to resist it, but to de-
fine it so that it does the least dam-
age and the most good. If we are not
careful, valuable time and effort will
be spent in resisting on principle
something which is irresistible.

This is an inevitable result of the
current political process. The new
SA is largely about “redistribution”,
and the redistribution process must
surely involve such a tax. Ideally, of
course, redistribution will take place
through sharing in growth and not
through a Robin Hood-style confisca-
tion. It would be naive to expect the
political weight of newly enfran-
chised citizens not to carry the day
for a capital gains tax.

Most Western economies have
capital gains taxes either as integra-

Capital gains tax

510 «ful9

ted parts of their inconle tax system
{as in the US) or as separate legisla-
tion — as in the case of the UK.

1f the homes of capitalism can live
with such attacks on “capital” and
have done so for many years, a claim
that it must be inherently destruc-
tive to our economy is hardly likely
to be convincing.

Capital gains taxes are not de-
structive. Throughout the world they
have generated more smoke and
heat than actual tax, and are widely
acknowledged to be not so much ef-
fective fiscal measures as moral
lightning conductors — ome more
reason not to resist the inevitable.

Essentially, what I propose is an
equivalent fiscal debate to the politi-
cal debate of talks about talks —
talks about taxes, if you like. By that
very process, some of the fundamen-
tals are ironed out and bug-bears
may become blessings.

The biggest problem with a “cap-
ital gains tax” at present is that the
phrase means different things to dif-

—

DAVID CLEGG

ferent people. Names can be mis-
leading (as in the case of sales tax)
and emotive (as in the case of capital
gains tax).

What we need to do well in ad-
vance is set the framework for de-
bate so that this framework is the es-
sence of the tax itself. The debate
can revolve around mechanics and
fine tuning and not founder on mat-
ters of principle.

What is this framework? Firstly,
part of our current SA dilemma Is
that much growth is inflationary,
and not capital growth as such. This
needs to be understood and accepted.

To “redistribute” on the basis of
the inflated rand is confiscatory, and
our paradigm must therefore ex-
clude inflationary growth. Opinion
makers, both political and financial,
must adopt and promote the view

that an index-linked capital gains
tax is the only type there is.
Secondly, we must press for ac-
ceptance that capital losses can be
carried both forwards and back. If
our fellow citizens wish to share in
our luck, they must also share in our
misfortune (and pay in, by way of tax
refund on reassessment). There is a
conceptual difference between
losses for income tax purposes —
which traditionally are only carried
forward in SA — and losses for cap-

_ital gains tax.

Thirdly, we must not accept as

even a remote possibility that an un--

realised gain should be taxable.

Financing the tax on the asset
concerned could be destructive to
the very fabric of a person’s estate or
business.

The Margo Commission recom-
mended a form of tax on unrealised
gains in the form of a “capital trans-
fer tax” — a name and concept ad-
poted from UK legislation. However,
that was a rather different thing and
need not be debated here.

m%o@%:mgabm conductor

What is clear is that, until realised,
gains are no more than paper — they
are subject to reversal and should
have no fiscal relevance. !

Lastly, we need to have it clearly
understood how far the tax goes.
There should, for example, be no
question at ali of the tax applying to
a person's principal domestic resi-
dence. It would be preferable for it to
be restricted to certain types of as-
set. However, this starts to get into
detail and — aside from the concept
of a man's home being inviolate (but,
interestingly, it can be taxed in the
US) — I personally have no fixed po-
sition on this.

So, if all these ideas are in place
and we understand the parameters
of the debate, some real progress
might be made towards consensus on
a tax mechanism which can help
emotionally to heal divisions in our
society without doing irreparable
harm to the economy.

O cClegg is a partner at Ernst and
Young-
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Leave pay problen@ )

Two recent decisions in the Income Tax Spe-
cial Court have left the law on the deductibil-
ity of leave pay in a state of contradiction.
Ernst & Young tax partner David Clegg
says that about 18 months ago a case came
before the court in which the taxpayer
claimed a deduction based on a “provision
for leave pay.” This related to a number. of
employees who had worked sufficient days to
qualify to receive the amounts. ’
The Commissioner for Inland Revemue
disputed the deduction on the grounds that,
essentially, the employees would forfeit their
entitlement if they did not take leave within
a certain period. It is difficult, concedes

FINANCIAL MAIL » NOVFMRF® « 1=
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Clegg, to argue with that. The Income Tax
Act requires that there should be an uncon-
ditional obligation imposed on the taxpayer,
before a deduction will be allowed.

But the court went further. It found that,
unless a specific clause in the employment
agreement entitled an employee to cash in
place of leave, nio deduction could be claimed
until he exercised that choice, irrespective of
whether there was a forfeiture clause.

Doubt has been cast on the validity of that
second leg of the judgment. It is argued that,
if an employee is entitled to leave at a certain

A Gaoo
tion. This could flow through the presence of

a forfeiture clause or — possibly — a limita-
tion of a number of days’ leave that may be
accumulated. Such a limit will, of course,
also put a lid on the maximum provision
claimable per employee.

It remains clear that any clause in an
employment contract which provides for
either forfeiture or a maximum accumula-
tion of leave will deny or limit the deduction
of a provision for leave pay, whether or not
clauses of this kind are actually given ef-
fect. »

rate-of pay, one can’t deny that the obliga-
tion to make payment arises simultaneously
with the obligation to permit leave, Whether .
the employee actually takes leave with pay or
cashes in, the employer will be obliged to pay
in the future, and a deduction should be
allowed today.

But the judgment must be respected, and
the past year has seen employers examining
and rewriting conditions for leave and leave
pay, to avoid running foul of it.

In the past 10 weeks, however, a second . .
(unfeported) judgment has been delivered ' ToTm——
by an Income Tax Special Court, disagree-
ing with the second leg of the earlier judg-
ment, and confirming that there is no need
for a specific encashment clause for the leave
pay provision to be deductible.

The second judgment, says Clegg, is likely
to be appealed by Revenue, but does give a
basis for taxpayers to oppose any reassess-
ments based on the absence of an encash-
ment clause — with Revenue relying on the .
second leg of the earlier judgment. (Clegg
prefers the reasoning of the second judgment
on this point.) %

It is still essential, however, to examine
terms of employment carefully, to determine
whether there is any limitation on the em-
ployer’s right to deduct a prospective obliga-

40 » FINANCIAL MAIL » NOVEMBER 15 « 1991
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VAT AMENDMENTS @20)
Loose ends £
— " ship

Government has finally produced a serjes of
amendments to the yAT Act that ratify

Barend d.u Plessis under Special temporary
powers given to him by the Act,

There are 3 few surprises in amendments
_for which no notice had been given. Notable
is one tspgllir}lg out how tax invojces must be
presented where the consi i
Rl sideration exceeds

Kessel Feinstein 1ax partner Erpeg Ma-
zansky explains that previously the tax in-
voree could show the value excluding VAT,
the VAT apd the tota] amount including
VA.T — the so-called exclusive basis, Alter-
natively, it coyld show the amount on ap
inclusive basis together with 4 Statement that
the total included VAT,

_ The inclusive alternative caused ‘difficy]-
n.e§, especially when large retailers.with sig-
nificant buying power insisted thaf tax in~

basis, even?}ﬂ’:ough they were the minority,
An arxl}eqij‘ment effective from April 1

1992{;£\{i\des‘t§;l !)L/y?}!e em

permissible.

Some companies have adopted the prac-
tice of advertising goods in such a way that
the VAT-exclusive price was reflected more
prominently than the VAT-inclusive price,
An amendment ‘now provides that where
both the inclusive and exclusive prices are
advertised or quoted, both shall be set out
“with equal prominence and impact.”

Mazansky says Revenue seems to have
had a perennial problem under both GST
and VAT with returnable containers.

Originally, Section 8(12) provided that
the return of a returnable container would
not be deemed a supply of goods where
ownership had not passed to the purchaser of
the goods and a refundable deposit had been
charged.

This meant that VAT would be
charged on the sale of the contents, including,
the amount of the deposit, but no VAT woulg
be payable to the purchaser on return of the
container.

This provision has now been deleted, so the
persontretiirning the container (if alsoya
vendorishould charge VAT, The amount of
any depolit payable to or refundable by a
vendor in respect of a returnable containér is. -
deemed to include VAT, n
—_—
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VAT proves a windfall for gy

THE introduction of VAT has created boom \
‘times for motor auctioneers ~ ang buyers wl“\(\ AL-AMEEN KaFAA

exemption on Pprivate car deals, mores, Darry] Jacobson, sajq earlier t{u’s
0 auctioneers, Car Auction in Elands. week his company now hag to open its
fontein and Eagle ‘Auction Sales in Isando doors to 20 percent more buyers, .
have already put more than 359 vehicles up IES only been six weeks after the intro-
for auetion this week. duction of VAT anq we already have four

And the managing director of Burch-  auetions a week,” Mr Jacobson said.

oneers of cars

He said buyers have started to realise
that no VAT was Payable when a car,
sourced from a company or individual, wag
auctioned. That has increased demapd,

Mr Jacobson saig with the latest boost,




Small firms
Dy VAT

Weekend Argus Correspondent

DURBAN. — Two months
after the introduction. of
VAT, thousands of small ‘in-
dustries and service firms
face a crisis which -threat-
ens to put many of them. out
of business, according to the
National Industrial Cham-
ber. :

Mr Ian -Hetherington, an ex-
ecutive committee member of.

. the NIC, says many small in--

dustrialists -and service sector

entrepreneurs, especially in the -

informal sector, are strugglin_g

to stay afloat as a result of .
VAT. :

He said the NIC, which is af- -

filiated to Nafcoc and repre-
sents thousands of small busi-
nessmen, supported VAT in
principle. However the system
was far “too pure” for a devel-
oping country and it gave large
companijes an unfair advan-
tage, C

Mr Hetherington sid VAT

imposed “draconian” penalties

on often illiterate business peo-
ple for not complying with
stringent bookkeeping and oth-
... €F requirements, ..~ . Py
Although the Government
exempted firms with turnovers
of less than R150 000 a year
-frqmdégistering as vendors,
mgny™big companies would

- only deal. with registered ven-
dors becduse they needed in.
voices't avoid absorbing VAT
emselves. |
his -forced small firms to
register as vendors. Latest fig-
ULES, Showed 44
~eéxempt firms' had registered,

EY

Gent of:

mands were counter-produc-
tive as the costs were higher
than the amount of tax coilect-
“'ed and jobs were destroyed,
% In relative. terms, the costs
of tax collection were much

man than his larger competi-
tor, he said.

00 technically -

These: 19 percent of registered
vendors ‘;Jroduced only 04 per- -
4 AT, *

.M Hetherington said the de- -

more for -the-small business-

Many entrepreneurs were
being forced to buy personal
computers or hire bookkeepers

7 ( costing at least R5000 a year

. — sometimes the total annual
“-profit of the business — to
.. Mmeet Inland Revenue require-
iiments. ¢ '
:%.
" had the power to close down a
"~ business if it was found ade-
* quate records were not kept —
" a daunting challenge for illiter-
- ate operators in the informal
sector.

Pleas to the Government
over the issue have been fruit-
less. Among the NIC's sugges-
tions are that the tax authori-
. ties: ¢

@ Treat an invoice from a le-
gally-unregistered party as if it
_Is a tax invoice,

@ Compensate businesses on
- a sliding scale for costs they
incur in doing the govern-
ment’s work in collecting tax.

® Raise the registration
threshold to R500 000.

® Educate and help traders

Government tax inspectors ™

©

s 1ol

in the informal sector and soft-
en penalties.

Meanwhile Vatwatch this
week released details of a sur-
vey of office landlords which
showed benefits generally were
not being passed on to tenaiits,

Durban-based Mr Kevin Fa-
gan, a Vatwatch adviser and a
member of Coopers Theron du
Toit, said virtually all VAT in-
curred by businesses could be
recouped yet many business-
men failed to understand this
point. :

While the big chains had “be-
haved scrupulously” in han-
dling VAT, many smaller re-
tailers had not, although this
could be due to ignorance, Mr
Fagan said,

He said surveys suggested
many businesses had increased
their prices in August in a “pre-
emptive strike” ahead of VAT.

He said Vatwatch expected
to face a major job up to
Christmas when spending on
luxury items really would be-
gin.
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ONLY two ers have Sl > ] ,I if 7 {any sign of fowering-their prices,
brought prices down since the I By GWEN GILL 1 according to the retailers.

start of VAT, say the three biggest
supermarket groups. .

But consumers are expected to
benefit in January when the annu-
al round of price increases is
expected to be lower than usual to
compensate to some extent for

T,

Checkers managing director
Sergio Martinengo said both
Lever Brothers and Elida Ponds
had decreased prices by “about
five percent” on average.

Mr Mervyn Kraitzick, food
director of OK Bazaars, also said
Elida Ponds had dropped its
prices by about one percent.

Mr Alan Baxter, general
manager for foods of Pick 'n Pay
supermarkets, said Lever Broth-

ers had allowed a five percent
promotional decrease for about
six weeks from September 30,
when VAT began.

However, Mr Brian Frost,
director of foods for Woolworths,
said no decreases were coming
through at ail.

Among the supermarket items
that have gone down in price as a
result of these decreases are Men-
tadent P and Close Up tooth-
pastes; Surf, Skip and Omo wash-
ing powders; Shield and Ego
deodorants; Geisha, Breeze and
Lifebuoy soaps; and Ponds beauty
products.

No other manufacturers show

- This is despite the fact that
costs should be dropping as input
credits on capital goods and sav-
ings on items on which manufac-
turers previously paid GST, but do
not pay VAT — such as advertis-
ing — are reflected in selling
prices.

“Some suppliers have been
offering rather larger discounts
than usual, but that's because of
the state of the economy, not VAT.
Manufacturers want to clear their
stocks,” said Mr Baxter.

Asked if retailers were badger-
ing suppliers to drop prices, Mr
Martinengo said: “We say: ‘Come
on guys, what about decreases
because of VAT? all the time, but
it's not helping.”

Mr T saiﬁ% Pay

was also urging manufacturers to
drop prices, but all he heard was
the familiar excuse that VAT
would slow down future increases.

At least two of the big retailers
are confident that the usual round
of automatic hikes in January
would either not come at all or be
smaller than usual.

“So far, I've had not had a single
indication of a price hike in the
New Year. This is interesting —
usually by now my file is full of
increase details. But these could
still filter through, I suppose,” said
Mr Baxter.

Mr Martinengo said he was
expecting price hikes, but these
would be “lower than in previous ,
years”.
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IOR MANY consumers and

some businesses, the advan-
tages of VAT are linked to the
3 percent drop in the tax rate.

So much so, that Vatwatch is
still concerned about ignorance
surrounding the real potential
savings: the elimination of sales
tax as a cost to business,

“We know that all kinds of in-
terest groups would like to see
VAT become a silent and un-
coniroversial tax as soon as
possible. But neither the con-
sumer nor business can allow

ings potential of the nmew tax
has been realised,” said Profes-
sor Tager.

“The Vatwatch message is
clear: “VAT is not 2 10 percent
issue. The rate may be 10 per-

I¢t’s time ﬁ@ Em¢-ﬁm EGmM\O%a

cent but the effect is not.”
Vatwatch has appealed to bu-

sinesses to check their cost sav- .

ings and pass these on to con-
sumers. An estimated R6 billion
could be saved as a result of the
elimination of GST.

“Can you imagine the signifi-
cant blow we could deal infla-
tion if a saving of this magni-
tude could be achieved,” asked
Professor Tager.

Outlining how VAT savings
could be achieved, accountant

itive savings for business as
ar as, among others, consum-

ables, mncmncw:.m and capital
equipment were concerned.

Businesses operating in a
VAT vacuum assumed that
VAT was 10 percent and, there-
fore, suppliers’ costs would go
Ev 10 percent, their costs would

% 10percent, businesses
iaE have to charge 10 percent
more and, therefore, VAT was
E:w:euwQ

“This chain of thought ecre-
ates the VAT vacuum,” said Mr
Fagan. “However, VAT is not a
10 percent issue. GST was a
13 percent issue as it was a cost
to business, and the person at

&) 91

Are businesses passing on vital VAT mms:mm to con-

sumers?

Loulse Tager

wants thls answered with a _.mmc::a_sm “‘yes’ before
VAT becomes a sllent tax. PAULA FRAY reports.

the end of the chain paid 13 per-
cent tax.

“People who register for VAT
pay the tax but get it back. VAT
is not a cost to business ... it
means a substantial mmS:n to
business.”

With few exclusions, Ev_.»
eredit could be offset almost
immediately against the VAT

eharged to customers.

“A registered vendor may de-
duct all input tax incurred, pro-
vided it was acquired whotly or
mainly for the purpose of mak-
ing taxable supplies, he has a
tax invoice, or is specifically
prevented ?oE doing so by leg-
Islation,” said Mr Fagan.

Registered vendors would
make substantial savings which

could be passed on to consum-
ers, according to Mr Fagan.

“There is increasing evidence
that this is not happening. Bu-
sinesses are putting the extra
bit in their back pockets and not
passing it on,” he sald.

Presenting four examples of
how business could tackle the
new tax, tax consultant Bron-
wyn Allen showed how under
GST a product from raw ma-
terial to the end of a production
line could cost R2 945.

Under VAT, and operating in
the incorrect VAT vacmum
where savings were not taken

S true potential

into account, the same product
could cost R3098.

The same product chain
going a step in the right diree-
tion, where VAT invoices for
businesses were eliminated,
would mean a drop to R2 850,

‘When input credits in the en-
tire process were highlighted
and deducted so that prices
were marked up on a lower
base, the product could cost as
little as R2 666 — R279 less than
under the GST systenm.

If business costs were caleu-
lated correctly, prices could
come down by as much as
9 percent, Ms Allen pointed out.

In order to move out of the
VAT vacuum in which many bu-
sinesses found themselves, the
entire chajn had to be looked at.

Business's reluctance to pass
on savings to consumers was a
mixture of ignorance and pro-
fiteering, Mr Fagan said.

According to Mr Fagan there
were three choices facing _.E—.
nesses under VAT:
®The VAT vacuum, in which
businesses faced the prospeet of
!Eumum decline or even fail-

.> step in the right direction,
where businesses would still
lack a competitive edge.

@ Neutrality, where businesses
would have a VAT-driven com-
petitive edge which would not
cost them a cent. O




y CHRIS BATEMAN
Ings were being
1a Ray said that by yes-

. The blacklist wa,
r Pierre de ]a Rey,
coming this prob-
ore important than

Smaller retailers

f the largest financial
in South Africa

since VAT was i
more” than VAT allowed

cting to queries
ers that Vatwatch

“They haven't told tenants they
would increase rents by a lesser
amount because of these savings
or that when the lease comes up
for renewal they would lower the '
escalation clause,” he said.

Big business Wwas pressurising
the government to turn VAT into
a “silent tax”.

“We at Vatwatch say to people
— first make sure you get the tax
savings from your suppliers, in-
cluding your office landlords,”

Mr De la Ray said this could
have an effect on inflation and
“benefit everyone”,

_ !
—_——l
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VAT, savings
- don’t have 10
b p'assedj‘on’

'Staff Reporter.
BUSINESS has “n0 legal
obligation” to pass on
billipns of rands in
Value Added Tax Sav:
ingsﬁj’;Vatwatch chief
spokesman Mr Pierre de
1a Rey said last night.

“He.said there were
about R6 biltion in VAT
savings, which had not
been: passed on ito- the
consumer. The only way
to ensure this money fil-
tered down was to “carry
on talking”.

“Many”’ businesses
were also finding it very
difficult to _impleinent

1 ial tax

lise, tha
the benefits to
sumer they would _have
the . ‘»‘competitive [ ge”
in a frée market system
sal the margin”.
froni“,qmpetitors. i
This attitude wotld
lead 'to’ more profitablé
busiriess and more save
ings.for the consumer. ?
Cape Town, Chamber |
mmerce ; business:|<

S
manager N_Ir‘* Bl

asked its 3 200 membess
{0 pass on savings ‘they
“might” have to the con-
T 2ol
‘Bt this;would'on y be
if savings were
he said.




Sainsbury
incentives

By ARI JACOBSON
THE key to SA’s economic success
lies in a policy of well-directed tax
incentives and a sensible framework
to enhance industrial relations, said
UK’s Minister for Trade and Indus-
try Timothy Sainsbury yesterday.

Speaking in an interview, Sains-.

bury pointed to strategies adopted
in the UK which could lift SA’s pro-
duetivity and economic growth.
He mentioned a framework to en-
sure constructive relations between
- Mmanagement and trade unions — to
boost Productivity in the workplace,
FurtherSainsbury said 2 tax sys-
tem should: be implemented to en-
courage eriterprise, among com-

for gA‘

panies and individuals. .

“It’s a simple matter of risk and
reward — the individual o company
should keep the benefits of success.”

Sainsbury also said deregulation
was an important ingredient for a
country’s improved well-being as
““de-nationalisation or Pprivatisation
helps spread the wealth between its
citizéns”,

Another area of focus must'be the
development of smal} businesses,
“The most important way would be
via a tax climate conducive to-the
small entrepreneur,” S

But all these possible pointers
should be seen in an inter-regional
context with SA expanding its trade

net, in a similar fashion 'to the EC. 1




FOCUS: Totting up the totals after the shift from GST to VAT

VAT's magi

= N hour at a municipal parking lot in
Johannesburg now costs R1,23
including VAT. Commercial
garages, on the other hand, seem to
have used the introduction of VAT to hike
up the fees, round them off — and
proclaim “VAT incl”.

The roundness of post-VAT figures poses a
question: after VAT input credits have been
deducted and value has been added in dribs
and drabs along the production way, after 13
percent GST has been excluded and 10 percent
VAT added on, how is it that the prices in
supermarkets and stores still seem to end as
they always have, in 99— ie R9,99—or 75
or,257 Who are the stores kidding?

In at least two stores the public is given the
impression that the old price has been main-
tained and VAT simply added on.

At Woolworths, pricetags and some adver-
tisements show the price before The Change
(with GST added) and the price plus VAT. The
original price is in those nice round figures —
like R59,99 — which usually trap consumers,
and the post-VAT figure ends in odd amounts,
reflecting the effect of VAT.

And Makro, currently on a massive market-
ing drive, runs prices without VAT in large
bold figures and the price which includes VAT
in small type, showing that the 10 percent has
merely been added on.

Atmany of the supermarkets and other retail
outlets which advertise to consumers, the pic-
ture is quite different. It seems to this Critical
Consumer, that Pick "n Pay, for instance, has
adjusted all its figures so that despite any input
credits, value adding, GST removals and VAT
additions, the price would appear to consumers
to end in the magical ,99.

Not so, said Pick ’n Pay director Richard
Cohen. The company has frozen its prices and
there are written instructions to staff that wher-
ever possible, amounts are to be “rounded

¢ numbs

u\ I- 2gulan
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Pat Sidley's weekly
advice on what to buy
.. and what to avoid

down” (or rounded off downwards). But there
may have been some confusion when an item
on promotion re-appeared at its normal price;
the prices would eventually go back to the
company’s normal pricing policy which woutd
reflect these ,99 and ,95 endings.

Merchandising director Raymond Godfrey
of Click’s, whose press advertising, like Pick
’n Pay’s, displays a large amount of these
“rounded down” figures, said in Cape Town
that at the time of the changeover from GST to
VAT the comipany simply added 10 percenton
to its prices. This had led to a mixture of prices,
some of them with odd numbers and some
with rounded figures. Since then, however,
prices have gone up and normal market forces
have come into play.

Edgars, a large chain which advertises quite
aggressively, refers to the rounded up and
down amounts as “price points”.

Since the introduction of VAT, Edgars has
introduced “uneven price points”, the chain’s
Mary Phillips told Critical Consumer.
However they prefer to use the “99 cent price
point” because, among: -offier reasons, it keeps
things clean, making iteasierto run a business.

So wherever possible the stare has rounded
down prices. If an item with VAT-added came
in at R39,57, she said, it would be sold at
R38,99. However, summer sales, which
already reflect discounts, would use the pre-

- 99

feired price points policy — obvious from
their sales advertising.

OK Bazaars director Mervyn Kraitzick said
OK also uses the ,99s and 955 in advertising as
a marketing strategty. The use of these price
points is something customers understand.

The store has rounded down a lot of items,
he added. However, reading from a list of
prices in various stores in the first week of
October, he said the OK was sefling at a lot of
odd prices.

Like other stores, on the 29th of September,
the computers at the OK were simply instruct-
ed to add 10 percent on to the goods and any
really awkward prices were rounded off (at
Jeast he did not say they were “rounded
down™). The example he quoted was that if the
computer had thrown up a price of R1,639, it
would be rounded up to R1,64.

But promotional items still attract the price
points.

Checkers’ advertising reflects some odd fig-
ures and the company says that it, too, merely
added on the 10 percent, with the exception of
items on promotion.

So there we are. Despite the fact that infla-
tion figures, even with their new bases and cal-
culations (VAT Watch has remarked rather
mildly — and toothlessly — that amounts have
not dropped as they would have hoped), we are
still expected to believe that prices were all
dropped because of input credits and then
rounded down where there was a choice.

Perhaps we should be more inclined to
believe what one of the supermarketeers said
— although he made it clear he would not say
it on the record.

He told Critical Consumer that supermarkets
preferred using the price points and that prices
generally displayed this. He believed that
stores were simply in the habit of using these
prices and had probably just slipped back into
it.
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THE ANC has no firm plans for a wealth tax.
Nonetheless, at the mere suggestion, the white-
oriented Press had hysterics. In the event, the
Wnovomma tax is hardly radical. Its major benefit
that, given massive wealth disparities, it
could target those most easily able to pay. Its -
drawback include a tendency to impov-
erish the oo

ne:on u

middle class. :
_ Most whites are not rich. A recent Market
Research Africa (MRA) study suggested that
only 6% of urban whites had net assets worth
more than R500000 in 1991. Half owned net
assets worth less than R100 000 and a fifth less
than R10 000. Most whites own little more than
a house and a car; since they frequently buy
“__mmnw assets on credit, their net assets remain
ow.

The great disparities in ownership mean that
a wealth tax need not affect most salary earn-
ers or small-scale businesses. Yet it could gen-
erate significant revenues. A 3% tax assessed
on the assets of the top 40 private sector com-
panies would increase government revenues by
20%; MRA data show a similar levy on net
personal wealth over R200 000 should increase
revenues by almost 7%. Neither tax would af-
fect the vast majority of the population.

A carefully targeted wealth tax could shift
the tax burden to profits, permitting some relief
for individuals. If we posit, conservatively, a
15% return on capital, a wealth tax of 3% a year

Nw_,.__:_‘

NEVA SEIDMAN MAKGETLA

sent to around 40%. That figure more or less
equals the real rate in the.US. . .

A tax on personal assets need worry only a
small percentage of the population. If the first
R200 000 were exempted, only about 10% of the
population would pay anything at all. At a rate
of 3%, only families with more than R240 000 in
net assets — about 250 000 households — would
pay more than R100 2 month.

wm there was no punitively high tax rate,
moderately productive companies and individ-
uals could pay a wealth tax out of current
income.

Some economists would extend the concept
of wealth to include education or “human cap-
ital”. Apartheid put this form of accumulation
out of reach for most South Africans. A wealth
tax on human capital could help raise revenues
as a step towards over ing these probl

The obvious problem is that such a tax might
discourage the acquisition of skills. This draw-
back could be overcome by addressing only the
historic differences in education provision for
whites and blacks. The tax would thus apply
only to people who attended schools within the
T

would raise the actual tax incidence on i

tional adi It would

ration:
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transform the excess paid fo white families in¢~
a grant to bie repaid over a period of, say, 30
Jyears. It would phase itself out following the

- ‘establishment of an integrated school system.
for liable companies from one seventh at pre- -

The amount repaid would depend, naturally,

. on the number of years of school attended, with

a premium for more expensive university

Four principal arguments have emerged
against a wealth tax: it would reduce capital
formation; cause capital flight; discourage cap-
ital-intensive wne.monmn and prove difficult or
impossible to levy. All but one of these points
turns on the impact on investment.

Closer consideration suggests that these
fears are ill-founded. They presup that
companies now invest adequately and efficient-
ly — a supposition which cursory examination
proves untenable. A wealth tax could foster
more efficient investment in the private sector.,
A corporate wealth tax levied only on large
groups would discourage the centralisation of
capital. Conglomerates could reduce their li-
abilities by breaking up into smaller parts.

Similarly, a tax on personal property would
deter investment in non-productive assets. The
system could promote productive investment
by reducing the tax on desirable investments —
for instance, to produce basic goods or exports
or create employment.

As for the threat of capital flight, it has
become the standard private sector response to

ill-founded

any measure designed to restructure the eco-
nomy. At least from the turn of the century,
most of Europe had a wealth tax of between
0,7% and 2,5%. For 30 years, the Germans had
an additional surcharge of 1% a year to provide
loans to refugees from the Second World War. A
similar tax has now been reimposed to assist

the eastern provinées. = <:. ‘¢

Neither tax caused noticeable capital flight.
Rather, despite much grumbling, the vast ma-
jority of wealthy Germans seem to have ac-
cepted that, if they want a prosperous and
stable society, they must compensate those citi-
zens impoverished through no fault of their
own.

In short, given the misuse of investible assets
by the rich, most arguments against the tax
seem weak at best. The more important ques-
tion is whether and how the state, or whatever
financial institutions it may establish, can do
better.

A wealth tax cannot, by itself, bring about the
institutional arrangements required for a more
democratic economy. The tax may raise needed
revenues from d.v-.oulwﬁm sources, but its
long-run success depends on the ability of the
state and civil society to redirect investment
both directly and by regulating markets.

B The author is an ANC member and teaches

ics at Wits Uni Y- These are edit-
ed excerpts from an article in the latest edi-
“tion of Work in Progress.
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THE Internationial Mon-

etary Fund has acknowl- .

edged that it advised the

South African Gevern--

ment on the formulation

By IKE MOTSAPI
of- VAT, Dr Bernie

. Fanaroff, chairman of the
"Vat Co-ordinating Com-

mmee said yesterday

Fanaroff said the man-
aging director of the IMF,
Mr Michel Camdessus,

had responded to “our °

complaint about his or-
ganisation’s interfer-
ence’’ as to how VAT
should be formulated.
He said: “Camdessus
hasised that the IMF

had advised the Govern-
ment on VAT o protect
the poor. It was necessary
to ensure that the most
vulnerable and needy got
appropriate relief. .

- “This advice was
giveninFebruary 1991.10
the Government when a
team of IMF financial
experts visited the coun-
try,” he said. !

Fanaroff said his com-,
mittee had subsequently
lodged a formal com-
plaint with Camdessus
and demanded to know
why the IMF had “inter-
fered in South Afncan is-
‘sues”’, "

He wamed consumers,
especially the poor, that
the Government was con-
sidering taxing zero-
rated foodstuffs by
March 1992.

- #Qur information is
that the Government is
preparing to do this, If
they go ahead this will hit
.the poor very hard. South
Africa’s poor are in crisis
and, ﬂus move will make
lt even Worse,

‘Immc"a‘lly therGov-

_';erument has not even

taken the advice of the

}MF5 )lc‘z::)lqr_ f sa:d
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VAT virus'is mfectmg

the medlcal

\A\w\oi

N finance minister
Barend du Plessis sneezed
last month, the whole coun-
try caught a cold — but the .

worst affected was the medical frater-
nity.

And the doctors seem unable to cure
the malaise of VAT on medical ser-
vices and supplies. Now their represen-
tative body, the Medical Association of
South Africa, is about to catch the
virus.

The VAT crisis has cracked the
organisation into factions and created
conflicts among doctors. “Dissident”
doctars arenow urging their colleagues
1o quit Masa due 1o s failure to have
medical services re-rated.

Masa openly rejected VAT, but it

preferred not to take any action — like

A0 - 3521 4)

The' comlnhmg combversylover
Value-Added Tax s dividing Masa,
the country’s biggest organisation
representing the medical profession,
reports RAY NXUMALO

supporting members who wanted to
close surgeries and take to the streets,

Masa’s present policy s “to continue
to follow the planned process of con-
sultation, and obtain a commitment
from government toreview its decision
about VAT on medical service within
six months”.

Therein Les the problem. A section
of the membership did take to the
streets last month — to the dismay of
Masa, whichfelt that type of action was
unethical and unprofessional.

Says Dr Kishore Deva, a doctor who

| =Although sirategies to comvince

ishment.
“The relief

rales VAT onhealth

A pre-condmo
25

decrease their members’

e o patintsf 101

scription.

; the benefis
the med!ca‘ schemes.

government SO.

of the concerns?
addressmgsm;lr: Selieved mbemade- ‘

0 overcoil.le the negamle o
ces of VAT on
O patiowarthefact
health services had
from VAT is regard

cnm]nau n agﬁms'- -
e prval sctor, i Masa i I

iting
of finance on a reque
sion be reviewed be

nced by

far are aimed at

matonlypubhc
‘been exempted
ded as blatant dis-
jents treated in

mem:mswl‘
st that this deci-
fore the end of

1992 1fDn lests 2E10-
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care.
n attached to this

‘monthly sub-
would effectively pass

rofe&g @1

took part in

* can’t wait for March while ourpanems

are dying of TB.”

Masa’s policy has disillusioned
‘many doctors whoare opposed to VAT
on medical care and basic foodstuffs.
And they claim that some of the VAT-
related decisions Masa has taken were
not first put to members. )

“I am amember of Masa, but [ find it
strange that iy opinion on the imposi-
tion of VAT was never canvassed,”
Deva said.

He saysthatthe actions ofthe associ-

ation are the opposite of what it claims
to stand for. Further, the “dissident”
doctors feel that the association has not
done enough to address apanheld
Masa’s federal council is composed of
44 members — all of them white.

- Federal council chairman Bernard
Mandel announced on Tuesday that,
“In order to broaden its representation,
Masa’s federal council has been dou--
bled to afford more doctors the oppor-
tunity of taking leaderhlp positions
with Masa.

“The assomatlor; has also made
every effort to involve other key role
players in health, in their individual
capacities and through their organisa-
tions, in the many vital issues which are
currently being addressed, such as the
dispensing of medicines, future health
‘policy, the treatment of hunger strikers,
registration of medical doctors with
foreign qualifications who wished to_
return to South Africa.” C

However, this will not be enmxgh to
‘mollify thé “dissidents™

“We refuse to be used by the govern-
ment as its tax collectm,” said Dr Joe
Maelane. “Our main concern is the
plight of the patient who is going to be
taxed for beingill” *

Many of the “dissident” doctors feel
"Masa is not representing their interests
and they are seriously considering

out of the organisation. -
. Mandeldo&snotbehevetheumlhs

Justified. )

“The biggest challenge for the medi-
cal profession is to achieve equitable
healthcare for all in South Africa. By
displaying a spirit of positive criticism,
and not condemnation, a strong sense
of purpose has developed among Masa
inembers,” e said.

“Mandel reiterated Masa’s opposition
to VAT on medical services, and its
commitment to connm;epmng fora
zero-rating. B

€ Street protests, W
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found this week.
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[ the. boycott call.

- Al 18 people
viewed in the Johannes-
burg CBD said they sup-
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By THEMBA KHUMALO

BLACKS overwhelming-
ly support Azapo'
for a national boycott of
white businesses during
- protest
against VAT and the on-
going-township violence.

s cal

3

mopt|

zciwcrmro =>-n==w=

|

a
Press snap survey

;
inter-

oodley; Azat viewed, ©
secretary,

uld know b;

4

iro:ﬁ_. to go ahead with

-~ ._DOOU TSHABALALA .

_0 back
Clprer  2¢

. His: organisation was plementation of <>N E_m
busy consulting its rank- to end township violence, * .

ute Christmas :._mr. by
buying in time.”

rn_. four - Q:E_.m: so_.m
prepared to sacrifice the

and-file members through ‘most of those interviewed An insurance company < Christmas . luxuries in’
its branches and other po- sajd.+ "+ . employee, Jacob Tshaba-, Sympathy with the unem-
litical organisationsy* However, Qou. im_.:on "lala, of Mofolo .North,yyployed and the bereaved

countrywide before mak- - black businesses ,not :to
ing a final decision. i misconstrue the - boycott

Those interviewed by ' and use it to enrich them-
City Press said there was | selves..by- increasing

prices on consumier goods.:

no-. point in celebrating ' | N
Christmas when the town- © {-Nombulelo’. Makhubu
ship violence . had ‘cost ; bf Orlando West, Soweto,
‘money and ‘many inno- ; isaid: “The government re-:..

e’ . Tecalcitrant., after:

| ported i -Azapo’s boycott , cent lives thisygar.. . - “maing;. :
call. A he VAT sys- ‘our; go.awx vmﬁmv,mim% to.:
| . Nearly half those inter- 8:.. basic foodstuff was | protest “agairiat, <>H.u$m,«.
" | viewed said they support-~ taxed, leaving those, who w;z&r:a.u,ﬂ-og_a Nhla?
{ed .._..amw. yeott, provided “were employed pénniless vﬁo.o».,gomncﬁw:% sup¥
the orgasisation consult- and the unemployed.des- .. ported sthe Boycott,- .@nm .
ed otfierfpdlitical bodies. titute, ;said those inter-; said she had:already done’

her; Christmtasy, m&ovn_zm\
.and 'the action soc_n not
affect;her oa ™

I-wasn’t tryitig, Sé:..
cumvent the cowoo? ¥
usuaily ayoid the fast min-~-

v
wowooz_nm ir:m

. bu-

4
- Eommmm. wonld force white w

.m mployers to use their in- !
uence on the govern-
_ment to reconsider _ﬂm im-

also supported the call o

- based and other o_.mwimw.

no;, families. of peoplg who
, m.

ied during the <_c_n=on.

condition it- was broad-'

‘

Although - Yer. ¢

tions endorsed it.

“At least'we must be

. ..:o”_..no. have. Christmas
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ment store, said she and . ‘Sunday lunch,” said Ma-
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There was nothing new
in township folk Having
“Black Christmases” be-
cause they had been there
since 1976, said recep-
tionist Wendy Ramolosa.

'l don’t’ think “anyone
il his right mind will op-
" pose Azapo’s call because
VAT and violence affect
-everyone. If one survives
the train attacks- or -the
random street killings in
the township streets, one
--will .certainly- not avoid
- VAT, said Ramolosa.

Charles Biilo com-
mented: “Pm  ready to
-sacrifice™ my ~Christmas

« pleasures_to fight VAT
and “‘the township vio-
lencé,” while Willie Kam-
bulé had” the last word.
“Azapo is right,” he said.
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“Receiyer fay,

| MaRc HASENFUSY |

.-THE new business-travel allowance
fleduction tables, introduced by the
Receiver of Revenue at end-Septem-
ber, favour the car allowance scheme
user over the company car user.
Nedfin’s Fleet Market Develop-
»“ment manager Norman Purdue said
that for business usage of 40 000km a
year, the taxable exposure for a
R125 000 vehicle reduced from R2 830
a month to R2 503,

.. If the driver kept a log of business
Jisage above 20000km, the taxable
exposure under the new table was
-only R1574 compared to R2 033.

 “Under such circumstances the
new figure compares well with the
taxable exposure of R1 367 for com-
pany car drivers,” Purdue said.

* For a R34 300 vehicle the taxable

YIS car allowfﬁ‘c’:)e scheme

Allowance vs company car
Vehicls vatue Fi125 000 (VAT Inc)

o W compary
fogiciation o

g gl R -
15 20 25 30 35 40 40+

'000km
Grephio: FIONA KRISCH  Source: NEDFIN BANK

exposure at 40 000km a year was
R346, below the R375 of a company
car, provided business use above
20 000km was logged.

He attributed this to the substan-
tial increase in cents/km allowed for
maintenance. For a vehicle costing
R18000 to R20000 the claimable
maintenance cost jumped from 5,5¢
to 13,3c/km, while the fuel aliowance
rose from 1L1c to 12,6c/km.

The above-mentioned figures as-
sume 48 months’ usage with the
allowance covering tyres, fuel, main- |
tenance and inflation,

The increase in the retail cost of
cars, projected at 16% or more for
the current year, is also reflected in
the new business-travel allowance
deduction tables. The bottom value,
previously R10 000, is now R16 000.

The top end cost value of vehicles
has moved from R100 000 to R150 000
and the fixed cost element, for a
vehicle costing between R90 000 and
R100 000, has increased from R30 155
to R32 497, Purdue notes.







Govt looks
replace esta)

GOVERNMENT is investj-
gating the, possibility of im-
plementing a capital trans-
fer tax (CTT) to replace
estate duty and donations
tax and is also considering
-the merits of a capital
gains tax (CGT), spokesmen
confirmed yesterday,
However, reports that
government might intro-
duce a tax on
including p
from private house sales,
were not correct, Spokes-
men from the offices of
Finance Minister Barend
du Plessis and the Depart-
ment of Inland Revenue
said, ! )
A capital transfer tax is

regarded as 2 more com- Q
prehensive and  effectiye™~'

.to frééze the
f fagt-appre-
Undéf"lﬁiglsyste‘ﬂl, peo-
ple.ofter use trusts and do-
natjons {o frahsfer largeas-
sets, such as homeg or share
— PORLfOIiS, Yaj-free:.
"It i3 also possible that a

capital gains,_capital. gains. tax will be-
rofits made:c

ome part, of a futyre tax
Systemyn ¢ e

L\‘_The'stronges;t arguments

in favour of a CGT is that it
removes the differentiation
between’ capital gains. and
{axed earnings and pre-
vents, people ayoiding tax
by switching income gains

into capital gains,

o

I\

s
means of taxing estates, do- ) "“The main arguments

nations and generation-
skipping devices such as
trusts,

Under the present sys-
tem, estates which exceed
R1m are taxed at 15%, Do-
nations between spouses
are not taxed, while dona-
tions become taxable only
if they exceed R20000 a
Yyear,

Trusts, on the other har!d,

against it are that it s diffi-
cult to administer and
yields a low return because
of relief provision$ such as
deferrals .of tax liabilities
on 'replaced assets: and ‘the
. exemption of house sales,
Also, - in." high-iniflation
countries like SA, it is diffi-
cult to justify. defining in-
flation profits a? capital

gains.
i




A major issue was submerged by the anti-VAT strike, says Mike Siluma

Ster 24

w.—.amm Congress of South African
Trade Unions’ démand for the
formation of an economic forum
to deal with économic issues in
the transition to a nonracial de-
mocracy — a call that terided to
be submerged in the furore sur-
rounding this month’s anti-VAT
strike — has paved the way for a
new battle front between Pretoria
and ‘the ANC-SACP-Cdsatu alli-
ance over control of the economy.
In the strike's aftermath, Cosa-

mrmvwé&Jw_%s lo

tu and its anti-VAT allies threa-- "

tened sustained action over VAT,
but debate within the alliance is
pointing increasingly towards an
even ‘more fundamental show-
down with the Government on
overall economic policy.

Cosatu has expressed fears that
“the Government is hastily restruc-
turing the economy to pretect
whites’ interests and ensure that a
new government would not be
able to meet the economic needs,
of the underprivileged majority.

Jay Naidoo said: “By restruc-
turing the economy during a
period of transition, the Govern-
ment is trying to ensure that the’
democratic moveinent enters po-
litical negotlations with one arm

9]-
tied behind its back.” .

The roots of thé union drive for
a macro-economic negotiating

forum, or an economic policy ~

forum, lie in last year’s watershed
agreement between Cosatu, the
National Council of Trade Unions,
employers and the State on new

-labour legislation. Parties to the *
- agreement acknowledged the need
_to “discuss, in an appropriate -

forum, the impact of labour rela-
tions issues on thé economy”. ’
In the interim, Cosatu and al-
lied organisations have moved
" with speed to fermulate their pro-
posals for an economic forum, but
not before dealing with some
wzn_& tactical questions raised
y the concept of such a forum.
Chief among these are:
@ How to link the alliance’s parti-
cipation in constitutional talks
(which are, in any case, bound to
impinge on the economy) with Co-
satu’s campaign for a separate ec-
onomic forum.
@ Whether Cosatu should attend
.the multiparty talks as a sepa-
rate entity or as part of the ANC-

.. SACP alliance, given Cosatu’s de-

termination not to be relegated to
the spectators’ stand in the talks.

~® How the forum would
existing advisory bodies such as
the State President’s Economic
Advisory Council and the National

Manpower Commission. constitute
@ Whether, by taking part in a
forum including the Gover ployers

pok for the employer body
the SA Consultative Committee on
Labour Affairs, said no agreement
had been reached on what would
an “appropriate
forum”. “It's my opinion that most

Cosatu and its allies would make

country’s economic problems.

The forum — which would in-
clude the Government, the main
political parties, the unions and
organised business — would deal
with macro-economic policy, in-

cluding VAT and the Budget;-

socio-economic needs, including
housing, health and welfare; and
labour market policy.

This means the forum cannot
get off the ground without the par-
ticipation of the Government and
the employers. But what are their
views on the matter?

While the employers and the
Government say they are commit-
ted to some form of “appropriate
forum” to discuss labour and
other economic issues, they have
not put forward their views on its
structure and functions.

Bobby Godsell, the labour

themselves co-responsible, in the -

.

eyes of their followers, for the

acknowledge the need
for ways in which key economic
stakeholders like the unions and
business can make an input in eco-
nomic matters in an orderly and

.. constructive way. But there is no

developed Saccola position on the
issue.”

The Government seems to be-
lieve any forum on the economy
should be subordinate to political
negotiations. Before moving from
his portfolio as Manpower Minis-
ter, Eli Louw said the Govern-
ment’s view was “while organised
labour and organised employers
are important players in the eco-
nomic debate, they are not the
only ones”, and there was a need
to link economic initiatives with
constitutional talks.

He added: “Having parallel
talks (on the constitution and the
economy) is an option, but there
are other options. The Govern-
ment cannot make any preserip-
tions.” O




By Paula Fray(%3 .0

The Co-ordinating Commitiee
on VAT will hold a series of
“public hearings” early next
yedr to stimulate debate after
the Government refused to re-
discuss the new tax system,
the committee said yesterday.

In a letter to the committee,
Finance Minister Barend du
Plessis said the implementa-
tion of VAT had been techni-
cally' smooth, there had been

and the Government was pre-
paring an extensive investiga-
tion into all relevant aspects

3
ngs’ on VA

.5i

of the tax early next year.

The committee subsequent-
ly wrote to the State Presi-
dent, contradicting a number
of the Minister’s claims.

“There is overwhelming
evidence of continued public
rejection of the present VAT
system. There is no evidence
of the fiood of capital goods
orders or investments which
the Minister claimed made it

.. impossible to delay the imple-
“mentation of VAT.”
rising public acceptance of it;. -

Thé committee also called
for a public investigation of
VAT, and said it had “ex-
pressed dismay that the Gov-

s, s
n'ext year |

] / Grnment nas yet again acted”

unilaterally in its plan to in-,
vestigate the effects of VAT”. -
The committee again called'|.
on President de Klerk to: )
@ Renegotiate the zero-rating ‘]
of food, water, electricity, .y
medicines, medical services.
@ Help small businesses.
@ Adopt a proper poverty re-’ i
lief programme. o
@ Negotiate the terms of ref-
erence and procedures for the [
investigation of VAT’s effect.
@ Discuss the pending taxa-
tion of foods which are zero:..
rated only until March.
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Scheme to )

cluding tax on profits
made on the sale of pri-
vate properties is under
consideration, a Finance al n even
Ministry spokesman has

confirmed.

He 'said the tax, which ~ “ l‘” o
could be included in next Z i
year's Budget, was under m o re
discussion in Government
circles and had been under next year could not be ex- Carl Nlehaus said he had
mvesugatwn “for some cluded, but he thought ““z seen Press reports on the
time"’ *- lot of water still needed to matter but would not com-
Mr Pieter Coetzee said flow under the bndge be- ment until he had spoken
the possibility of a capital fore that happens™”. to the organisation’s eco-
gains tax being introduced  ANC spokesman  Mr nomics department.
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' |'Tax shock looms for
|house sales market®

B
] TOM HOOD_ property market, with laws re- o acquire a[fortﬁag?; and' mar-
¢ | Business Editor stricting ownership and subsidy  ketable fiomes of ap acceptable

. Schemes skewing er residen-  stangard,
I A TAX on private house Sale  tia] market valies ggd oW pro-

profits could knock the ar- - posals to put another damper on Ouipiry needs to create

¢ | ket into a tailspin and dagh free market forces, gl‘?:;sangss Ofog:ilgf: o cost-etsif&c-
: hopes of early economic re- “People wil] simply be too curre}r,lt holli,sing backl(:) meet the
| covery, says Mr Keith Wake- scared to buy or se|] unless it’s . X & [
field, national chairman of absolutely essential, . ;;F;uttl,r;g ex;:tipileitxynstg r:lﬁgfgst
* | Multiple Listing Services d - “If the government takes o homes wi curic, A
. a fon%er chairrgnan Xfcthe alx:]. slice of the gaction every time pri- demand for furniture, appliances
stitute of Estate Agents, vate individuals se]] property, jt ~ and other durables.
will take the steam out of the “More importantly, it means

i
" C
i oommenting on reports that real estate market and enq any  many more jobs in the building
{ F.‘m:'ancg.mester Barend du Ples. hopes of promoting sogial stabil-  industry and in manufacturing,
I SIS In his next Budget will Pro- ity and economic growth through  which further stimulates the
Fi b e [ s

. A cals, Speaking for more than 7000 , : ;
{ Wekefield said today it woulg be  estae agegts working out of 1 200 soxr a?{aketfﬁel‘if said comm‘g, o
| a m;JO" social and economic MLS member offices, Mr Wake. e furore over Va

blunder. field said the resig ential property “and an ill-timed official hint that

T urge the government to cop. market had remained “surpris. :h: Z:Ti‘t:?teaﬁ;l sl?vee?t)i & "wgs'
sider all the implications of such . ingly buoyant” in spite of politi- anotheg exaxgn 1o of %%reaugrati o
; a tax and to abandon the propos-  cal uncertainties ang high inter- insensitivit P
]‘ al immediately. est rates. “If the g};.vernment must raise
: “The home ownershj ladder is But taxing gaing b rivate in- A
| a cornerstone of wealllt)h genera-  dividuals regmgoved glep chief in- rrtlprelmoneg 1t would be better to
tion — and the primary hedge centive for improving living Stimulate the économy.
against inflation — in a ‘western standards, . “That would yield more reve.
economy.” The government’s top priority nue from direct personal taxes
It seemed the government should be to encourage home and indirect sources such as
could not keep its hands off the ownership by making it possible VAT,” Mr Wakefield added,




"Second

clerk arresl
Staff Reporte @

A SECOND tax cferk h
been- arrested and
pended from his’d
at the Plein Street of-
fices, the Receiver of
Revenue, Mr Ernst Con-
radie, said last/aight.
The suspensk
arrest of the cler]
after aninternal’
gationjwas launched
following the”Cape
Times exposure of irreg-
ular GST payments on
vehicles»at the",f_leceiv—

er’s office.C\ )&}
Mr Conradi€izdl the
clerk had beenjarrested
and was out onbail.
—_
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AUDREY D’ANGELO N
SDARING food prices — hoosted by the !
imposition of value-added tax (VAT) on []
some items previously exempted from
general sales tax — helped to push the
dnnual inflation rate up to 16,8% in
[ gqnln)berﬂ mpared with 15,4% in Sep.
A ] AR Tl
-0} rise in the in-
tion rate, as measured by the con-
#amer price index (CPI), was 1,8% com-
With 14% in September. "
#/The annual food price inflation ra
Was 25,7%, the highest rise in 10 years.
-{Fhis compares ‘with 19,7% in Septem:
Jer and 16% in October last year.
“Although. the lower 'ihcop:e ‘group-

T it was not hit hardest
{by the rising inflation rate, . : ..
k2 The CPI for the middle-income
& | ~group rose hy 17,4% year ear and

. © 1% month on month, . .

i 'fThe: index for the upper income
group rose by 16,8% year on year and

v %8% month on month. The index for
lower income group rose by 16,2%

on year and 1,7% month on month.

' 4The CPI figures for October have
Beer awaited eagerly because Reserve
nk Governor Br Chris Stals has said
gontinying high inflation is one of the

ey were::] and

hat the ingroduction of |’

id not account ‘for the

the food only index. Food 5
ing investigated by a com-

mitte t.up by the government.. %,

+ 2 Capil arket  ratés-fell ‘after the |

ﬁguqes were announced: ). . e |
-s xThe Central Statistical:Services said
that without the introduction .of. VAT,

! the' annual - inflation rate would have

bgely; .}ﬁ,ﬁ%. -




TREVOR McGLASHAN

IN MY OPINION

Caught in freeze frame s

W

Trevor McGlashan is o
director of Robin
Beale & Associates

A i

SA once had a budding film industry but
Finance Minister Barend du Plessis and the
Commissioner for Inland Revenue succeed-
ed in killing it. True, they were aided and
abetted by a number of taxpayers who were
advised to make use of loopholes flowing
from the wording of the Income Tax Act on
marketing allowances.

Action was called for by Revenue but
overkill was not. Part of the problem is the
Minister, commissioner and their advisers
rushing through draft legislation with undig-
nified haste.

Taxpayers who invested in films are still
awaiting assessments. At one time it ap-
peared a mini-court would be established to
approve certain films and disallow others.
Now it appears that the commissioner, ex-
horted no doubt by the Minister himself
(who still doesn’t know the difference be-
tween tax avoidance and tax evasion) has
decided to disallow al! allowances linked to
films.

Though the Act has been amended to
abolish special allowances, the fact remains
that taxpayers committed funds to projects
on the basis of allowances available at the
time. They have been treated arbitrarily and,

in some cases, unfairly.

Taxpayers today believe they will be
treated harshly once the word film appears
onareturn. This is a major disincentive, even
after the replacement of marketing allow-
ances with a separate subsidy system outside
the Act.

No subsidy will help if investors are not
prepared to put up money because of mis-
management of film deductions by Revenue,
Bigger and better subsidies are not the
answer. Resolving the tax assessment confu-
sion is the solution.

Participants in Jock of the Bushveld were
originally assessed on the basis that their
allowances were valid. Now, apparently,
they are being reassessed with the allow-
ances disallowed. Yet what film could be
more genuine than Jock of the Bushveld? A
good South African story, filmed here, using
local actors (including the star) and shown
locally as well as abroad.

As a result, though there are several reput-
able film-makers — both SA and foreign —
with some interesting projects in hand, no-
one wants to invest in a film. To do so will no
doubt delay the taxpayer’s assessment, result
in long legal disputes with the commissioner
and end up costing the taxpayer a fortune in
legal fees, no matter how innocuous the
available tax breaks seem,

In a recession, here is an industry ready
and willing to start rolling. An industry,
moreover, that could net substantial foreign
earnings and create local employment. But,
in present circumstances, no taxpayer will
touch it. Taxpayers are even wary of rulings
from the commissioner — since some past

rulings on films have been reneged on,

Even investors flush with cash who, in
normal circumstances, would be willing and
happy to invest in films (regardless of tax
breaks) will not touch a film project.

The time has come for the Minister to get
his act together and call a meeting with
representatives of the film industry, leading
tax advisers and the commissioner, to for-
mulate acceptable proposals so that this na-
scent industry can turn the extremely tar-
nished screen back to silver.

The Minister should include the Reserve
Bank in these discussions as there are many
foreign investors willing to come here to
make films, but the local debacle over the
film industry and often unjustified Reserve
Bank suspicions have kept them away.

But even more‘is needed. The current mess
concerning films and assessments needs to be
sorted out much more quickly than the pend-
ing test case, which could take four to five
years.

I believe less than 10% of films that took
advantage of marketing allowances abused
the benefits, Some were not great box office
material, while others might have been mis-
managed productions. But is careless crafts-
manship reason enough to disallow taxpay-
ers’ allowances granted in the Act?

SA has the technology, skifls and talent to
make good films. It has in many instances
cost advantages, and, with the international
thaw, opportunities are certainly arising.
The only obstacle is the dreaded word Silm
on a taxpayer’s return, which is guaranteed
to cause more stress and strain than even the
worst prima donna film star.
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Southern Life economist Mike Daly said |

i,

yAT-fuelled price hikes saw the infla-
tion rate rocket to 2 59-month high of
for October, 1atest figures show.

The CSS said yesterday‘the consumer
price index shotupby
food prices continued

Food inflation was 95,7% in October, its
highest in more than a
main contributor to the latest inflationary
plow. From September the food price in-
dex climbed 5,6%.

The 16,8% year-on-year rate compares
to September’s 15,4%.

The implementation of VAT was respon-
sible for 1,2 percentage points of the in-
crease, With other factors causing a 02
percentage point rise.

1f VAT was stripped out of the index, the
figure would have been 15,6%, still higher
than September’s 154%.

‘The Co-ordinating Comumittee on VAT
said it proved govemment and big business
were cashing in while the poor suffered.
The capital market saw it asa bullish sign,
while economists found it «disappointing
to expected”.

Bankorp chief economist Nick Barnardt
said the figures were disappointing as
there had probably been increases in an-
ticipation of VAT hefore October and there
was no evidence of the fall in some retail
prices that independent bodies had
claimed was oceurring.

He hoped posifive ‘factors like the stable-
exchange rate ‘and lower increases in im-

ort prices, money creaticn, the PPI and
salaries and wages would be reflected ina
considerable dectine in CPL inflation next
year. Interest rates and inflation had to be
Teduced before @ ‘meaningful upswing in
the economy, he said.

were in line with neutral ex-
pectations, and were 2 technical fillip be-
fore starting to fall, ¥We should expect
almost 14% by the middle of next year and
about 125% by year—end," e said.

A substantial drop in the rate should
start coming through onceé the effects of
VAT had worked through the index in 12
months, Daly said.

Other economists had mixed feelings
optimism

the figures

about the rate, but there was

Jevels yesterday after the
figure coming in
expectations. ‘The
strengthened to 16,21% from
16,38%.

1 To Page 2

Consumer price index
o, change year-on-ysar
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; : . Worse was still to c

on the inflation front, he St of
the foods that ove o sated
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while sugar, coffee, tea and cocoa ices
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Consumer prices surged by
almost 2 percent in October
— with half of that attribut-
able to the implementation
of VAT, according to the
Central Statlstlcal Services
in Pretoria,

The CSS released the latest :
consumer figures yesterday.

South Africans were paying
almost ‘17 percent more for
goods in October than they were
12 months ago. The inflation
rate, which measures these an-
nual incFeases, stood at 16,8 per-
cent — its highest level in more
than four years.

October’s ‘inflation rate was
1,4 percentage pomts higher
than September’s rate of
15,4 percent.

The' €SS also said the annual
rate 'of increase in the Food
Price Index of 25,7 percent was
the hifhest for more than a dec-
ade. The previous highest in-
creasé ‘was in April 1981 when
food prices rose 26,7 percent,

Thé monthly increase in food
price§ for October over Septem-
ber was a staggering 5,6 per-
cent.

Among the largest rises were
in meat (10,6 percent), vegeta-
bles 91 percent, and fruits and
nuts (8 percent).

Fdod prices were particular-
ly hard hit’by the introduction
of VATjsirice most items Had
previoysly been{excludeg from
GST and are now subject to the
new 10 percent VAT rate.

The CSS said that, excluding
VAT, the QOctober inflation rate
would have measured 15,6 per-

Co- -ordinating Commlttee on
VAT chairman Bernie Fanaroff
said yesterday the newlyire:
leased inflation figures’ proved
the Government was' inconipe-
tent and could not be trusted to
run the economy. 3

Mr Fanaroff said the Govern-
ment have argued that “VAT
~ will not hiirt”, =+ but:the evi-. |

: dence was agamst them 'as the
 latest figures showed that it has
contributed substantially to the
plight of the consumer:,

“The CSS figures are the tip
of the iceberg. We do not be-
lieve the worst is over. The ef-
fects of the fuel price.increase
have not yet come through.”

Cosatu spokesman Neil Cole-
man said his organisation de-
manded that the Government
enter into negotiations 'both on
VAT and other aspects of the
economy as the Government
was guilty of mismanagement.

“This is only the beginning of
the initial price spiral due to
VAT — how much worse is.it
going to be further down the
road?” Mr Coleman said. ;

A spokesman for the Minister
of Finance, Barend du Plessis,
said he could not respond last
night to. questions on the effect
of VAT on the inflation rate, -

The Consumer Union’s imme-
diate past president Anna Bo-
shoff, who also serves on the tax
watch body Vatwateh, said it
had been expected that VAT
.would initially bring about an
increase in the inflation rate -
but said'it would‘hopefully soon
level out.

@ Inflation takes off
~ Page 16
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FLEAMARKET traders are ‘convinced the: Receiv-

er of Revenue is on their trail after tax ‘registra-

tion notices were served on them — but the Re-

| ceiver has denied a witchhunt. R

. The notices were handed to stallholders on
Greenmarket Square, one of the city’s most popu-
lar tourist attraction. ' :

Some stallholders were upset that revenue offi-
cals had started action against them while seem-
ingly ignoring other informal traders like the
township spaza shops. o

Officials asked stallholders questions about how
much, money was earned at the stalls and who
owned them. i

| The owners were asked to contact officials at
the Receiver to clarify tax details. . .4

Cape Town's Receiver, Mr Ernst Conradie, said
Inland Revenue had had reports about the income
of certain stallholders. 1t was the duty of officials

to investigate these.




THERE can be no doubt
that the introduction of
VAT was a major event in
the lives of most business
people and their bus-
inesses.

In many ¢ases, especial-
ly in the larger companies,
significant resources were
directed to the implemen-
tation of VAT, Often a
steering committee was
set up to co-ordinate the
implementation of VAT.

This involved numerous
meetings of the commit-

‘tee, attendance at semi-

nars, meetings with
various other personnel in
the organisation {(oper-

y of life
\Tiwer (Buss

By }:RNEST
MAZANSKY, tax
pariner, Kessel
Feinstein

whose turnover largely
comprises sales of fi
and who serves the poorer
end of the market could
well find his turnover fall-
ing because he has had to
increase prices by about
10%.

The reason is that ‘food
was exempt from GST but
is now subject to VAT.

On the other hand, a

ational staff, data-process- Ccompany selling directly to
ing emloyees and others), COmSUmers items that were
outside software consult- Pl y subject to GST

ants, printers and the like.
Large amounts of re-
sources and many man-
hours were devoted to
planning for a suecessful
implementation of VAT.

Undoubtedly, this gave
rise to high costs, By and
large, though, it i3 doubtfal
whether the direct costs at-
tributable to implementa-
tion have had any signifi-
cant affect on earnings —
probably the most serious
effect was the fact that it
prevented resources from
being directed at more pro-
ductive goals.

But this is a short-term
effect.

Of greater Interest is the
extent to which VAT will
affeet the longer-term
earnings of companies, The
effects will depend on
several and I would like to
discuss two of them.

First, one must consider
the impact of price
changes on the company,
as well as their relation-
ship to the market the com-
pany serves.

For example, a trader

of 13% is now able to re-

owever, nobody should
expect an immediate re-
duction in costs and hence

prices
Although there should be.

" an jmmediate impact on

prices charged by virtue of
an effective reduction in
costs of intermediate
goods and services, one
cannot expect the same ef-
fect as a result of the drop
in effective costs of capital
equipment,

The reason for this is
that no credit is now given
under VAT for GST paid on
capital equipment ac-
quired before September
30, 1991. Thus goods made
after the implementation
date of VAT and using
equipment acquired before

that date will not be affect-

duce its prices hecause' ed.

VAT is only 10%. This can
result in a‘stimulation in
turnover, especially of big-
ticket items.

These matters do not
directly affect those com-
panies which do not deal
with consumers but with
-other businesses. Obvious-
1y there will be a ripple
effect.

Second, companies
which spend large amounts

on capital and intermedi-
ate goods will find their
cost structures falling

True

The reason is that GST
was payable at a rate of
13% on the cost of capital
equipment and intermedi-
ate goods and certain ser-
vices — for example, ad-
vertising -—— and formed
part of their cost.

Now, however, VAT is
recoverable as input tax.
Consequently, the true cost
to the husiness of this
equipment and intermedi-
ate goods and services
should, in theory at amy
rate, fall by about 11,5%
(ie, 13/113).

Slower

However, the costing of
goods will fall as the com-
pany expands and buys
new plant or to the extent
that it replaces existing
machinery.

But this is a long-term
situation and the benefits
will be felt in the next few

years.

Ideally, the benefits that
companies receive as a re-
sult of VAT should be
passed on in lower prices
or slower increases.

Many large companies
have committed them-
selves to pass on benefits.
Moreover, large com-
panies, by virtue of their
buying power, can often
pressure their suppliers to
pass on benefits to them.

If this happens to any
significant extent, it must
contribute favourably to a
lowering of the inflation
rate and generally act as a
stimulus to the economy.

This, in turn, will have a
favourable impact on the
bottom line of all
companies,




VAT savings @2 ‘consumers can wait
BUSINESS could not be expected to pass, . \\ .
VAT savings on to the final until | T SHABON W.OOD |
it benefited from them first, Grocery Man- The main culprits behind 2 25,2% year-
wiacturers’ Association executive directr  On-year surge in food prices in October
Jerémy Hele said at the weekend. were a month-on-;{lyonth. 105% hike bi“
) : : . ' -meat prices, a 9,1% rise in vegetable
ol s el e e W1 e and i % el andt
1y 17%, largely as a result of VAT levied on —prices, as they kad betome lishle for VAT
goods i)reviously free of GST .’2 aft‘:r l‘);lelmgsexer:lp:hferqm (gg’% ﬁfth CPI
o nother spur to the increase in‘the
“It is still too early to expect companies_’in October 8vas medical and health care
;g‘l,gv’v’e; ep?aq?js on the theory that they will *~ costs, up 3,1% in a month following their
s id. .. ove into the tax net. ~
The;.one area where manufacturers A Housing ‘costs showed one of their big-
would'save was in capital equipment cred-/:_> gest jumps for a long time in climbing
its butithey did not buy capital equipment 24 1,7% month on month. The year-on-year
every day. rate was, however, still low at 64%\




HE VAT strike and the out-

cry in wealthier communi-

ties about proposed wealth

taxes are powerful remind-
ers of the angry, sometimes dis-
ruptive, reactions tax evokes.
They epitomise the dilemma SA
reformers face in finding addi-
tional sources of revenue to fund
development in a country which
is already heavily taxed.

The crux of the dilemma, says Tax
Advisory Council chairman, Michael
Katz, is how to reconcile concessions
on the revenue side of the national
Budget to encourage savings, invest-
ment and growth; and social spend-
ing on the expenditure side to enable
socio-economic development and
political stability.

To be effective, a new tax system
will have to provide a careful bal-
ance between what is perceived as
fair by the system’s “contributors”,
loosely defined as participants in the
First World economy, and its “bene-
ficiaries”, the disadvantaged
Imasses.

If contributors feel they are being
overtaxed they will either lose inter-
est in generating profits which will
result in a decline in output and em-
ployment, damage the integrity of
the tax by avoiding it or *ake their
skills elsewhere.

il f the beneficiaries believe the sys-
tem is biased, their frustration will
itranslate into political action which,
in turn, will impair economic
growth. Resistance against UK poll
taxes and the VAT strike in SA ‘are
harsh reminders of this.

The current direction of SA’s tax
reform is closely linked to interna-
tional trends. The cornerstone pro-
posals of the Margo Commission
were a reduction in nominal income
tax rates, coupled with the expansion
of the tax base through the removal
of discretionary allowances and the
introduction of broad-based indirect
taxes like VAT. These proposals
were very much in line with develop-
ments in major Western economiies,
such as the UK, and more recently
| African countries such as Tanzania
and Zimbabwe which learned that
high tax rates are not a panacea.
There is widespread agreement

SA’

tax experts

grapple with the
dilemmas of reform

Loots also proposes new forms of
income tax such as a minimum busi-
ness tax and argues that company
tax should favour firms which invest
a large percentage of their profit. A
withholding tax on dividends with
deductions for investment in produc-
tive capacity could also be explored.

There has also been support in the
ANC for the reintroduction of divi-
dend tax. Katz argues that this would
be counterproductive. Apart from
reintroducing double taxation, - it
would encourage companies to place
more emphasis on equity rather than
loan capital, making them overly
vulnerable to economic downturns.

Katz says the recent decision. to
scrap proposals for a fixed low-rated
withholding tax on interest earnings

LESLEY LAMBERT
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that the process of reducing nominal
corporate and personal income tax
rates should continue. However, the
financial authorities warn that it
may have become unaffordable fol-
lowing last-minute VAT concessions.
The reduction of rates has been
accompanied by the removal or limi-
tation of allowances which has in-
creased effective tax rates.

While broadening the tax base, the

removal of allowances should also
make the system more neutral. How-
ever, the thinking on fiscal neutrality
appears to be undergoing a quief,
Eonma not uncontested, re-evalua-
tion. Government recently approved
accelerated depreciation benefits
for companies involved in the benefi-
ciation of local raw materials for
export markets. Trade and Industry
Minister Org Marais argued that it
was important to boost export indus-
tries and offer incentives which
would make SA as attractive as the
Pacific Rim countries.
. The removal of flaws in the exist-
ing income tax system and an im-
provement in the administration of
the system are other ways of broad-
ening the base without looking for
new taxes, says Arthur Anderson
senior partner Pierre du Toit.

But he adds that sooner or later
the “contributors” are going te have
to come to terms with the idea that
wealth taxes — in more sophisticat-

ed attire than a straight percentage
of net wealth — are inevitable.

*“A tax on net wealth is not feasible
and probably not desirable as an in-
strument to tax wealth,” says Lieb
Loots, head of the University of the
Western Cape’s economics depart-
ment and a key adviser to the ANC.

However, Loots argues that a new
tax policy, while continuing with a
meoderate reduction in rates, should
incorporate new taxes to improve
the perception of fairness. His pro-
posals — a comprehensive capital
transfer tax, coupled with a capital
gains tax, a progressive property tax
and a rural land tax — are essential-
ly aimed at taxing weaith.

A already has wealth taxes in
the form of donations tax and a 15%
estate duty on estates exceeding
Rim. The government is investigat-
ing the Margo Commission’s recom-
mendation of a comprehensive eap-
ital transfer tax to replace estate
duties, donations and generation-
skipping devices such as trusts, a
popular vehicle for reducing taxable
estates. It is also considering the in-
troduction of capital gains tagx, in
spite of the commission’s recom-
mendation to the contrary.
The strongest arguments in favour
of this tax are that it removes the

differentiation between capital gains
and taxzed earnings, which is current-
ly biased against wage-earners, and
prevents people avoiding income tax
by switching income gains into cap-
ital gains. It also provides the per-
ception of fairness.

Critics argue that it is complex to
administer and yields a low return
because of relief measures and the
exemption of private house sales,
while the burden of the tax often falls
on lower income earners who are
forced to realise gains to obtain cash.
Another argument against capital
gains tax in high-inflation countries
is that it is difficult to justify tax-
ation of inflation profits as capital
gains. Most high inflation countries
which introduced capital gains tax
tax only real gains.

Loots’s proposals of property and
rural land taxes are likely to touch a
raw nerve, particularly since they
are proposed in conjuction with
steadily increasing municipal rates
and capital transfer and capital
gains taxes. His opponents will argue
that a process of fiscal redistribution
is already under way. Individuals’
contribution to government rev-
enues has increased from 25% in
1976 to 38% this year, while that of
the corporate sector has slipped
from 29% to 20% over the same

eriod, largely due to the declining
we.rimm of the mining industry.

was indicative of the sensitivity sur-
rounding the introduction of taxes
which could be perceived as unfair.
A low-rated tax on interest would
have been politically unmarketable
because it would have benefited indi-
viduals in the higher tax brackets.
Assuming moderate declines -in
corporate and personal rates and 3%
growth, Loots estimates that over
five years an additional, cumulative
R55bn (in 1991/92 terms) could be
raised over and above present bud-
geted revenue levels. He also esti-
mates that the abolition of apartheid
could result in a further R18,8bn sav-
ing on current expenditure over five
years. After deductions for debt ser-
vieing, these could provide addition-
al government revenue of about
R60bn over the five-year period, as-
suming that the deficit before bor-
rowing remains at its present level
of 3,4% of GDP. Y

lternatively, Loots says, if ego-
nomic growth is slower than expect-
ed, or if tax reform generates les:
than anticipated, additional expendi-
ture could be maintained by increas-
ing the deficit before borrowing.
Much negotiation and creativity
will be needed in planning a new,
workable and effective tax system.
Certain characteristics are cruciak a
broad base, fairness and certairty
for investors. Du Toit says the new
system will have to be protected. by
means of strict adherence to the rule
of law and, possibly, the introduction
of a tax bill of rights. -
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Little good seen in

By Frank Je 3).

Real estate leaders have
slammed reports about a
capital gains tax on prop-
erty deals, which they be-
lieve would have severe
repercussions.

With affordability al-
ready being stretched to
thedimit, it is claimed that
such a tax could worsen
the problem as owners
raise asking prices to
compensate for the levy.

One of the industry’s
strongest crities, Keith
Wakefield, national chair-
man of the selling net-
work, Multiple Listing
Services (MLS), sees the
implementation of such a
tax as having a severe im-

pact on economic growth,

Urging the Government
to abandon the proposals,
he says: “It seems people
cannot keep their hangg
off the broperty market,

“We have had laws re.
stricting ownership, syb-
sidy schemes skewing
upper residential market
values — and now the,
want to put another dam.
pener on free market
forces.”

Scott McRae, MD of the
Camdon's group, says the
tax would be a blow to the
market unless it was ap.
companied by tax reljef
on bond repayments,

McRae believes that
without some relief for the
homeowner by way of

ST
capital gain

AL 201214
tax

bond repayment, should
the tax be imposed, the
authorities could see a se-
vere shrinking of the mar-
ket generally and a seri-
ous drop in turnover and
construction activity.

Pat Lamont, assistant
general manager, banking,
of First Nationa] Bank,
believes if such a tax were
implemented, it would
have an impact on the
market.

There is an underlying
need for homes, he says.

“The buying and selling
days of the past are gone,
People are no longer just
in the market for fun.
They are there because
there is a need”
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PRETORIA — GST and VAT collec-
tions thi inancial year are likely to
fall ‘mot an Ribn short of the

"R19,4bn budget estimate, Finance

sources prediet.

The sources said the estimate was
based on a vat rate of 12%, which had
since béen rgduced to 10%. Addition-

+ al' exemptions granted by Finance

Minister Barend du Plessis would
also contribiite.o'the shortfall

the same pem?)d Jast year. Flrst VAT

;eturns were” only due on November
5

¢ame déspité' an escalation in con-
sumer goods prices of at least 15%, to

| GERALD REILLY -

the poor state of the economy and
inereased individual debt.

Stellenbosch University E i
Research Bureau chief Ockie Stuart
said the likely fall in VAT revenue
would force government to increase
taxes in the new financial year.

Stuart said there was little pros-
pect of relief for individuals or com-
panies,

Government, he said, would have
to squeeze income sources to meet
" This was why' he; thought it miore
than likely government would ;raise
petrol tax, resulting’inja; 17¢ a litre .
petrol hike, probably fi
year. ¢ &
Petrol was used ds 4 ﬂscalrmstru-
ment in other countries to a.-far |
greater extent than in 8A, he said. .




CAPE TOWN — Inland Revenue is to

recommend {0 Finance Minister ar- — — .
end du Plessis that the Income Tax if)eg sc%{‘;‘lg‘st ‘_Vé‘t’.“ld,:“:’g more certainty
‘Act be amended in _the next parlia- 's retirement provisicn.
mentary session to allow a husband £0 |, The amendment WoulC {9;5‘53“" legis-
claim his wife’s retirement annuity ate the practict which appliet 1% 1990 and
contribution under certain eircum- would protect the-v?’md rights of people
i1 1997 who had relied on it in the past as the five-
stances unti . ear moratorium would be sufficient to

In a letter to the Life Offices Association  ajlow for upfront costs. !
(LOA) the Commissioner Iniand Rev-  Meiring said it often made tax sense for m‘ﬁv

enue has proposed an amendment to Sec- a married woman to be the member of 2
tion 11 (n) of the Income Tax Act that will retirement annuity fund as she would
give a married woman the option of trans-  qualify for a separate R120 000 exemption
ferring the de}iucf.lbllxty of her retirement  of the lump sum on retirement — in addi-
annuity contribution to her husband where tion to the R120 000 exemption available to
she does not have sufficient tagable in-  her husband.

come of her 0
er Owh «The proposed amendment will make

In order to qua\'lify the annuity must be A A
effected before March 1 1992 and the 0p- this kind of retirement planning partict-
larly valuable

tion will then continue until February 28,
1 v member of a pension fund and where the

wife's contribution to a retirement annuity
er in the year from Inland Revenue tha together with his own cont sbution can be
the husha%d could n:t claim his wife's deductible up to 15% of his taxable income.
contribution because of the introduction of “The transfer of the deductibility t0 the
full separate taxation. husband is also of great significance where

Old Mutual's jegal services manager he has already attained the age of 70 and
and LOA pol'xcyholders’ taxation commit- can therefore DO longer contribute to a | di

tee pgwﬁri Meiring, retirement annuity I his own name.”

welcomed the
~ _‘_//__\. — b4
. P

997.
The proposal followed indications earli-
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NIT TRUSTS are a highly tax-ef-
l l ficient form of investment, as

long as they are not used for
speculative purposes.

‘While other investments are subject
to income tax of up to 44 percent, all
dividend income as well as the first
R2 000 of interest income earned is
tax free. Andno tax is payable on the
increase in the value of units bought,
or capital appreciation.

Unit trusts have hardly been affected
by the introduction of VAT.

This is because buying or selling
unit trusts and the initial management
fees paid are regarded as financial
services, which are exempt from
VAT, reports Sanlam’s unit trust
admifiistrative manager Aubrey du
Toit.

Some expenses, such as auditors’

Tax-efficient
 Sodl shiz i l?/ﬁ!
mvestment

320

fees and regional services levies, are
subject to VAT, which is-recovered
from dividends paid out.

A levy on financial services, or
turnover tax, also came into effect on
October 1 this year. This is levied at
the rate of 0,75 percent a year on the
interest portion and profits on interest-
bearing assets in the unit trust portfo-
lio. This is also recovered from divi-
dend payments.

The impact of these taxes is neg-
ligible and comes out at a fraction

of acent.
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Cecil van Bredu is a director of Coopers
Theron Du Toit

The taxpayer should have the right to be
awarded costs in the Income Tax Special
Court but the law allows only a highly cir-
cumscribed right to costs. This gives an un-
fair advantage to Revenue,

This is particularly disturbing because
taxpayers often fail to obtain relief by object-
ing to an assessment.

Assessors at Receivers’ offices often apply
the Act incorrectly through ignorance but,
once an assessment is issued, it is difficult to
persuade an assessor to change his mind,
despite formal discussions and submission of
legal opinion by counsel or other consultants.

Assessors tend to feel bound by their earli-
er decisions. An assessor’s seniors in most
instances support him; they would rather
take the easy way out by referring a dispute
to the commissioner.

The commissioner’s office, almost as a
matter of course, compels the taxpayer to
take his case to court — sometimes even
contrary to the advice of its own legal repre-
sentatives.

Being well-staffed with advocates special-
ising in tax, it can go to court without incur-
ring significant costs.

.E_m ”wwiwn—. can obtain ccBuE.wEo rep-
resentation only at great expense. He isin a
Catch 22 situation because he has to incur
substantial costs even if he wins his appeal.

The Income Tax Act says the Special
Court may not order costs against the com-
missioner except when his claim is held to be
unreasonable.

In the few cases in which this issue has
been raised, it has been held that unreason-
ableness refers to the commissioner’s claim
or ruling on the merits of the case, not on
whether he acted unreasonably in dealings
with the taxpayer.

Nor does a right to costs arise merely
because an appellant wins on appeal. An
application for costs against the commission-
er will succeed only in exceptional cases;
indeed, there is no reported precedent where
costs have been awarded against him.

To worsen matters, the commissioner’s
office has instructed Receivers to decline all
requests for extensions of time to pay taxes
under appeal. Thus the taxpayer has to pay
the tax in dispute before he has the chance of
a fair hearing.

It is imperative, therefore, to amend the
Income Tax Act to make the commissioner
liable for costs in all instances where the
taxpayer is successful on appeal, in a matter

4
D
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where the commissioner declined a settle-
ment offer, or an invitation on a reasonable
basis to concede the case before the hearing
of the appeal in the Special Court.

Establishing the court’s right to make a
general order on costs will not be appropriate
because the taxpayer will then be exposed to
a possible order to pay the commissioner’s
costs if he loses.

This would be undesirable. The Special
Court is supposed to be an accessible and
inexpensive tribunal. The present rule re-
garding the taxpayer’s liability should there-
fore stand — that he can be ordered to pay
costs only where his appeal is frivolous.

If the commissioner is to be put at risk for
costs, he will be more inclined to settle dis-
putes, so easing the pressure on the Special
Courts and bringing income tax appeals in
line with the practice in other courts.

There a litigant is held liable for the costs
of the other party if he refuses an offer of
settlement formally filed with the registrar
of the court — and he is subsequently sub-
stantially unsuccessful at the hearing of the
case.

Over the years the Special Court has con-
stantly urged the parties to resort to pretrial
hearings to settle disputes out of court — but
with little success. -}
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By FERIAL HAFFAJEE
VALUE-ADDED Tax has benefit-
ed sqme small businesses, but the
fax must change to help all of them,
believe major players in the sector.

Retailers paid General Sales Tax
at the'end of the month, They now
have 'pay VAT upfront and claim
itback as an input credit.

The new tax has also added new
administrative burdens on generally
unsophisticated informal sector
businessmen.

“VAT has placed a strain on the
cash flow of ™many vendors and they
have less stock on hand,” says Nick
Motsatse, human Tesources manag-
er of the African Council of
Hawkers and Informal Businesses.

Small Businesses Development
Corporation GM Jjo Schwenke
believes unregistered retailers are
the hardest hit sector of small busi-
nesses. These businesses, he con-
tends, feel the impact of VAT on the
Streets and at the market, The fruit
and vegetables most street traders
sefl are now in the tax system under
VAT. They were exempt from GST.
Hayikers now get less fresh produce

for their money and charge more for
their goods,

Claiming input tax credits is a
major plus factor of the new tax. To
do this companies must be able to
produce VAT certificates from any-
one they have dealt with. This is

R
\

business Weighs up VAT,

largely labour intensive. The new
tax favours capital intensive busi-
nesses through its system of input
credits for capital expenditure,
Motsatse also says VAT placesan
administrative burden on small busi-

causing problems for i 1
smal} businesses and is making big-
ger companies unwilling to trade
with them.

Schwenke believes a system of
notional tax input credits wil] solve
the problem. Smal] business lobby
groups have put this proposal to
government,

Inland Revenue Director Trevor
van Heerden says: “We are quite
happy to introduce this system to
industries which apply for it as long
as we get sufficient details to ensure
it works efficiently.”

South African Chamber of
Business  economist Keith
Lockwood says the organisation is
“aware that the system of input cred-
it certificates is creating problems
for small businesses”,

Schwenke adds that VAT will
make small businesses Jess compet-

nesses. R f small b

and vendors now need to rup aneffi-
cient and updated bookkeeping sys-
tem. -

Lockwood counters, “VAT is not
nearly so onerous from an adminis-
trative point of view.” The only
book-keeping the new tax needs is
an extra column in the cash book.

Motsatse says: “There has been
positive feedback from some ven-
dors, particularly registered ven-
dors.” Because VAT s three percent
lower than GST, registered vendors
make some savings. )

Van Heerden believes “VAT has
not created many problems for small
businesses”. He says the govern-
ment has not had any negative
response from smai} businesses.
That many small businesses hadreg-
istered for VAT aiso pointed to
acceptance of the new system,
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UITSLAG VAN TUSSENVERKIESING VIR DIE
VOLKSRAAD: KIESAFDELING VIRGINIA

Ooreenkomstig artikels 108 en 109 van die Kieswet,
1979 (Wet No. 45 van 1979), word die volgende beson-
derhede betreffende die verkiesing van 'n lid van die
Volksraad vir die kiesafdeling Virginia gehou op 28
Eovember 1991 hiermee vir algemene thligting gepu-

liseer:

No. 2942 6 December 1991

RESULT OF THE HOUSE OF ASSEMBLY BY-ELEC-
TION: ELECTORAL DIVISION OF VIRGINIA

In accordance with sections 108 and 109 of the Elec-
toral Act, 1979 (Act No. 45 of 1979), the following parti-
culars relating to the election of a member of the House
of Assembly for the Electoral Division of Virginia held
on 28 November 1991 are hereby published for gen-
eral information:

a) Naam van verkose persoon 1t itqebrin litieke (a) Totalegetal | Totale
b) Meerderheidstemme  van| semme“'\',gie’én?,,?;',},‘:,?g” party Getal stemme uit- | getal
verkose persoon Votes polled for, and political party | verworpe- ebring Kiesers
Kiesafdelin (c) Datum met ingang waarvan represented stembriewe (b) Stempersen-| op
Electoral 9 verkies verklaar : Number tasie kieserslys
Division 2a) Name of person elected of batlot (a) Total number| Number
b) zl[l:jccigéy of votes of person Kandidaat Polilioke Party papers of \lllggas oh‘/’?‘les
{©) Date with effect from which| Candidate Political Party refected | ) Baling voters’
declared elected percentage list
Virginia. ... | {8} J.M.Beyers J.M.Beyers |Konserwatiewe Party/ 25 {(a) 12819 23087
7980 Conservative Party
J. 8. Klop- |Nasionale Party/
pers National Party
4814
{b) 3166 (b} 55.52%
(c) 1991-11-28
DEPARTEMENT VAN FINANSIES DEPARTMENT OF FINANCE

DIREKTORAAT: BINNELANDSE INKOMSTE

KANTOOR VAN DIE KOMMISSARIS VAN
BINNELANDSE INKOMSTE

No. 2899 - 6 Desember 1991
Praktyknota No. 14
INKOMSTEBELASTING: WERKNEMERSBELAS-

TINGAFTREKKINGS TEN OPSIGTE VAN BEDRAE
BETAALBAAR AAN DIREKTEURE VAN MAATSKAP-
PYE (INSLUITEND LEDE VAN BESLOTE KORPO-
RASIES)

1. Die Inkomstebelastingwet is gedurende 1990
gewysig om by die woordomskrywing van *“besoldi-
ging”, in paragraaf 1 van die Vierde Bylae by die
Inkomstebelastingwet, 1962, enige voorskot betaal of
betaalbaar aan 'n direkteur van enige maatskappy ten
opsigte van dienste wat deur die direkteur aan be-
doelde maatskappy bewys is of nog bewys moet word,
in te sluit. Die woordomskrywing is verder gewysig om
sekere bedrae betaalbaar aan direkteure van
maatskappye van die uitsluiting van “besoldiging” te
verwyder.

2. Die uitwerking en toepassing van hierdie wysig-
ings (wat op 1 Maart 1991 in werking getree het) op die
woordomskrywing van ‘besoldiging” is in Praktyknota
No. 11 gedateer 11 Februarie 1991 behandel. Pro-
bleme het egter ontstaan in gevalle waar die belas-
tingjare van 'n direkteur en maatskappy saamval en
die besoldiging wat aan die direkteur toeval ten opsigte
van 'n bepaade belastingjaar eers bepaal of bewiliig
word na die einde van daardie jaar. 'n Voorbeeld is dié
van ’n direkteur wat geregtig is op 'n salaris wat bepaal
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Practice Note No. 14

INCOME TAX: EMPLOYEES TAX DEDUCTIONS IN
RESPECT OF AMOUNTS PAYABLE TO DIREC-
TORS OF COMPANIES (INCLUDING MEMBERS OF
CLOSE CORPORATIONS)

1. The Income Tax Act was amended in 1990 to
include in the definition of ‘‘remuneration” in para-
graph 1 of the Fourth Schedule to the Income Tax Act
any advance paid or payable to any director of any
company in respect of services rendered or to be ren-
dered by such director to such company. The definition
was further amended to remove from the exclusion
from “remuneration’’ certain amounts payable to direc-
tors of companies.

2. The effect and application of these amendments
(which came into operation on 1 March 1991) to the
definition of “‘remuneration’ were dealt with in Practice
Note No. 11 dated 11 February 1991. Problems have,
however, arisen in cases where the tax years of the
director and company coincide, and remuneration
which accrues to the director in respect of a particular
tax year is only quantified (determined) or voted some
time after the end of that year. An example is that of a
director who is entitled to a salary based on the compa-
ny's profits and which is, therefore, only determined
and paid after the end of the company's financial year
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word ooreenkomstig die maatskappy se wins maar wat
eers vasgestel en betaal word na die einde van die
maatskappy se finansiéle jaar wanneer die wins bepaal
word. Die direkteur neem geen voorskotte nie en aan
die einde van Februarie moet hy voorlopige belasting
betaal op die volle bedrag van sy beraamde inkomste,
insiuitende die salaris wat aan hom gedurende die toe-
pastike jaar toegeval het. Daar word in daardie stadium
geen werknemersbelasting in berekening gebring nie,
maar op 'n later tydstip, wanneer sy salaris bepaal
word, moet werknemersbelasting op die volle salaris
afgetrek word aangesien die salaris dan aan hom
betaal of verskuldig word. Die direkteur sou dan dubbel
die bedrag van sy werklike belastingaanspreeklikheid
betaal het.

3. Daar is gevolglik ingevolge paragraaf 11 van die
Vierde Bylae by die Inkomstebelastingwet besluit dat
werknemersbelasting nie afgetrek hoef te word nie
van—

3.1 voorskotte betaal of betaalbaar aan 'n direk-
teur van 'n private maatskappy; en

3.2 besoldiging betaal of betaalbaar aan 'n direk-
teur van 'n private maatskappy, indien—

die maatskappy se jaar van aanslag eindig gedu-
rende die laaste 6 maande van die jaar van aanslag
van die direkteur (d.w.s. tussen 1 September en die
laaste dag van Februarie); en

die bedrag van die besoldiging eers na die
einde van die jaar van aanslag waartydens die
besoldiging aan die direkteur toegeval het,
bepaal word.

4, Werknemersbelasting moet nog steeds afgetrek
word van besoldiging (insluitend byvoordele), behaiwe
besoldiging waarna in paragraaf 3.2 verwys word, wat
betaal word of verskuidig geword het gedurende die
jaar van aanslag waarin dit toeval.

§. Waar die omstandighede van 'n besondere geval
nie deur paragraaf 3.2 van hierdie Praktyknota gedek
word nie en die mening daarop nagehou word dat
werknemersbelasting nie van die besoldiging van 'n
direkteur van 'n private maatskappy afgetrek moet
word nie, kan 'n aanwysing, ondersteun deur 'n verdui-
deliking van die omstandighede en redes waarom
werknemersbelasting nie afgetrek behoort te word nie,
van die betrokke Ontvanger van Inkomste aangevra
word.

6. Praktyknota No. 11 word hiermee ingetrek.

0. 2909 6 Desember 1991

Staat van Inkomste ingevorder gedurende die tyd-
perk 1 April 1991 tot 31 Oktober 1991.

Tesourie, Pretoria.

when the profits are determined. The director takes no
advances and at the end of February is required to pay
provisional tax on the full amount of his estimated
income, including his salary, it having accrued to him
during the relevant year. There is no employees tax to
be taken into account at that stage, but when, some
fime later, his salary is determined, employees tax
must be deducted from the full amount thereof since it
then is paid or becomes payable to him. The director
will then have paid double the amount of his actual tax
liabiity. @@

3. It has accordingly been decided in terms of para-
graph 11 of the Fourth Schedule to the Income Tax Act
that employees tax need not be deducted from—

3.1 advances paid or payable to a director of a
private company; and ]

3.2 remuneration paid or payable to a director of a
private company, if— ’

the company’s year of assessment ends during
the last 6 months of the year of assessment of the
director (i.e. between 1 September and the last day of
February); and
the amount of the remuneration is only quan-
tified after the end of the year of assessment in
which the remuneration accrued to the director.

4. Employees tax must continue to be deducted from
remuneration (including fringe benefits), other than re-
muneration referred to in paragraph 3.2, which is paid
or becomes payable during the year of assessment in
which it accrues.

5. Where the circumstances of a particular case are
not covered by paragraph 3.2 of this Practice Note and
it is considered that employees tax should not be
deducted from remuneration payable to a director of a
private company a directive supported by an expla-
nation of the circumstances and reasons why
employees tax should not be deducted may be
requested from the appropriate Receiver of Revenue.

6. Practice Note No. 11 is hereby withdrawn.

N
No. 2909 (370) 6 December 1991

Statement of Revenue collected during the period
1 April 1991 to 31 October 1991.

Treasury, Pretoria.

Begroting Maand Oktober Totaat 1 April tot 31 Oktober
Inkomstehoo! Head of Revenue Estimate Month of October Total 1 April to 31 Oclober
180192 199t 1990 1991 1990
R R R R R
Staatsinkomsterekening State Revenue Account :
Binnelandse Inkomste: Inland Revenue:
Bel; inkomste Taxon Incoms ....... .| 44817200000 | 3502534974 | 3204682712 24 108011 766 |21 922556 186
t 1969-94 Loan Levy 1989-94 . - - - 1754 663 264 800
Sales tax 19444000000 | 1555107 550 | 1585234901 | 10569 044 539 110381210041
{3elasting op toegevoegde waarde ............ g?rI'ue addedtax..........cvoerirer wcoione - 358 066 - 358 089 -
fnger belashings. er taxes:
Belasting op . ;‘l‘ ; “tax 430 000000 . 30954617 39 15?; ggg 202342 ;07 28? ggg ggg
Rentetelasting op buttelanders ............... lon-residents’ tax on interest.... ... - 3642
e ngw?" e L profits. - 155 807 108925 359456 414075
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Begroting Maand Oktober Totaal 1 Apn tot 31 Oktober
Inkomstehoof Head of Revenue Estimate Month of October Total ¥ Aprito 31 October
1991552 1991 1990 1991 1990
R R R R R
Dx 6000 000 332853 840 446 2850799 4082932
E: 75 000 000 4549781 7577762 52855062 58737 987
Trade securitie: 175 000 000 13 602 438 16721608 126 209 417 160 963 409
Seélregte en gelde. Stamp duties and fee: 655 000 000 61991014 57294364 428 192 645 372195528
Heresegte. Transfer dutif§ 875 000 000 74 543 540 69 439 765 530 742 236 447 273 637
Diverse - — - - -
i Mining leases and 320 000 000 222N 304 460 139 097 439 157 195777
Rents Interest and dit 55 000 000 12425765 18108 903 43710333 45368 873
Hetfing: Levies 9000 000 549043 1407 172 6740 507 2329254
Terugvorderings van lenings en voorskotte. Recoveries of loans and advances .. 56 000 000 9363 147 8971776 27225843 21732655
De ivii 994 000 000 121 195238 97 646 699 665313 226 726153 708
R [67711200000 | 5387689746 | 6197 050 242 | 36 904 815623 | 34 587 606 664
Min: Betalings aan selfregerende nasio- Less: Payments to self-govemning
nale state. i 1075 200 000 90 354 000 75888000 | 632080000 | 529 719 000
Totaal: Binnelandse inkomste.... Total: Intand revenue.... R |66636000000 | 5297 335746 | 5121352242 | 36 272 755 623 | 34 057 BB7 664
Doeane- en aksynsregte: Customs and excise duties: .
Doeanereg Customs duty. 2635 000 000 194 912 660 233918143 | 1648436092 | 1444588411
Aksy g Excise duty 3 555 000 000 342746 500 277236350 | 1937505962 | 1643182627
Surch 1409 000 000 95743 489 189 039 680 860932188 | 1221737975
Diverse. s 233 000 000 (21818389) 20944 482 87930 570 116711327
Fuel levy 4520 000 000 483 088 449 319303258 | 2740 110054 | 2344 004599
Gewaone heffing.... Ordinary Levy .... 111000 000 6211594 5114183 3B 385 406 64361424
R |[12463000000 | 1101784303 | 1045556096 | 7313300272 | 6834 586363
Min: Bedrag tot krediet van Sentrale Less: Amount to the credit of Central
inkomstefonds. Revenue Fund. - - - - 223 500 000
Belalings ingevalge Doeane-unie- Payments in terms of Cusloms
ooreenkomst Union Agreements .. 4233000000 | 1037556750 711437250 | 3201472000 | 2130526750
Totaal: Dosane- en Total: Customs and excise d R 8230 000 000 64 227 553 334118846 | 40216828272 4480559613
R (74866000000 | 5361563299 { 5455481088 | 40294 583 895 | 38 538 447 277
Suid South African Development Trust Fund....... 50 000 000 6494497 154222 42 165 555 56 531274
Fonds vir Research Fund. 1200 000 - - - -
Toewysings uit brandstotheffing: , Allocations from fuel levy:
Ol i i 6000 000 - - - -
Suidwes-Afrika .... 10 000 000 - - - —
TEVC-lande. 140 000 000 - - - -
R 207 200 000 6494 497 154222 42 165555 56531274
R 75073200000 | 5368057798 | 5455635310 (40336 749 450 |38 594 978 551
Inkomsterekening: Volksraad Revenue Account: House of Assembly
inkomste. - 3870 445 38953027 110 383 058 90077 435
Inkomsterekening: Raad van Revenue Account: House of
Verteenwoordigers Representatives
ke - 2663786 2772684 22062927 21327642
inkomsterekening: Raad van Revenue Account: House of
Afgevaardigdes Delegates
i Inland revenue, - 1166 402 659964 4880856 4400 501
R - 7700633 42385675 137 326 841 115805578
R - 5375758429 | 5498020985 | 40474 076 201 38710784 129
met opgaaf I by with statement published by
Goewermentskennisgewing 2730 in Govemment Notice 2730 in Govern-
Staatskoerantvan 22 November 1991; ment Gazette of 22 November 1991:
In Transito, 31 Maart 1991.... . In Trangil, 31 March 1991 ... - - - 198 934 099 -
In Transito/Te veel oorgedra, 30 Septem- in TeansitfOverremitted, 30 September
ber 1991 1991, - 240 949 206 - - -
005 hierbo Collections as above. - 5375758 429 - 40 474 076 291 -
R - 5616 707 635 - 40673 010 390 -
In Transito/Te veel oorgedra, 31 Oktaber In TransiOverremitted, 31 October 1991 - 91338777 - 91338777 -
1991 -
In Transito Inkomsterekening: Admini- in Transit Revenue Accounl: Administra-
strasies tion: - {25602 282) - (129 626 209); -
in Received i Account..u.....R 5682 444 130 - 40 634 722 958 -
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VAT inquir toend ||

JOHANNESBURG — The tt()TI free VA’I‘ ing elephone ser-
vice set up to assist vendors will be termmated from December
25, the Department of Inland Revenue has*, ‘announced,

The department set up the service on July 15 and some’50 000
inquiries have been received, .

“The service will remain open until December 24, 199 t
assist those 'vendors whose first | bi-monthly VAT 201 return falls
due in this month,” a statement explamed e

From, December 25 ohwards queries can be du'ecte ito the ven-
dor’s Récgiver of Revenue,

“The’service was part of Inland Revenue’s programme to ‘assist’
vendors and proved to be popular,” the statement added. — Sapa.

.
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Cash crisis looms for Nats

as tax revenue falls s

DEREK TOMMEY

JOHANNESBURG. —
Latest Treasury fig-
ures show that tax
revenue is falling well
behind government
spending, resulting in
the government defi-
cit reaching a record
R8,6 billion for the
seven months to Octo-
ber.

The figures reinforce
the view that the Na-
tional Party for the first
time in its 43 years of
rule is facing a serious
financial crisis.

At no time since 1948
has the government ever

had to introduce what
can be termed an “aus-
terity Budget”.

The economy, even
when depressed, has al-
ways been strong
enough to generate
enough tax revenue to
enable the government
to spend quite freely.

The tax figures show
this is no longer happen-
ing. Revenue is lagging
further behind expendi-
ture.

And with the Reserve
Bank reporting the re-
cession deepening, “with
all components of spend-
ing falling simultaneous-
ly”, there is no sign of
any improvement in the
government'’s finances.

Figures issued by
Central Statistical Ser-
vices show revenue col-
lection in the first seven

" months of the Govern-
- ment’s. fiscal year rose

only 6 percent, com-
pared with the Budget
forecast of 11,1 percent.

While revenue has
been lagging, the state’s
expenditure has been
soaring in the same sev-
en months to 17 percent
higher than last year,

The result is that ex-
penditure has exceeded
revenue by 18,7 percent,
compared with 7,6 per-
cent in the same period
last year.

This has led to a huge
increase in the govern-
ment deficit. At the end
of October it had
reached R8,6 billion,
compared with R5,1 bil-
lion a year ago, and
amounted to 76,7 per-
cent of the deficit voted
for the full fiscal year.

At the same time last
year the deficit was 35,9
ercent of the budgeted
igure.

The government,
along with most other
sectors of the economy,
has been hurt by the:
world recession, which"

appears to be intensify-
ing, as well as by the
Reserve Bank’s tight
money policy aimed at
providing a foundation
for strong long-term
growth.

The government has
also been hit by a devel-
opment of its own mak-
ing: This year’s increase
in personal income tax,
which again helped trim
consumer spending.

Although some adjust-
ments were made to tax
tables in the Mareh Bud-
get for inflation-induced
fiscal drag, these only
retricted the increase in
income tax rates, but
did not lighten them.

This was a serious
mistake for it was al-
ready evident that the

el

hort

economy was moving
deeper into recession,
and some tax relief
might have helped to
stabilise it.

As long as South Afri-
ca remains in recession,
it cannot expect much
growth, even in nominal
revenue.

The Director-General |

of Finance, Mr Gerhard
Croeser, hinted in Stel-
lenbosch last month how
the government would
tackle the situation. He
said it could be looking
at an increase in the tax
on fuel, an increase in
VAT, and some way of
increasing company tax
without actually in-
creasing the company.
tax rate. ’

-—— .
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Revenue

JOHN VILJOEN

Supreme Court Reporter

A COMMISSION will investi-
gate allegations of corruption
in the revenue service and a
senior tax official will be paid

settlement.

Mr Trevor Norman Foster,
deputy director in the Depart-
ment of Inland Revenue and
deputy head of special investi-

been promoted for two succes-
sive years because he made al-
legations of corruption.

R164 000 toward his legal costs"
in terms of a Supreme Court

gations, claimed he had not-

‘cdrruﬁémn' prob
after court awards R164

His Supreme Court dispute
with the Director General: Fi-
nance ended yesterday when he
undertook to abandon all litiga-
tion against his employers in
terms of a settlement made an
order of court by Mr Justice
J J Fagan.

Only for the. purposes of the
settlement, Mr Foster is now
rated as being “classified pro-
motable out of turn”, but he
will resign on December 31.

The Director General will
pay R164000 toward Mr Fos-
ter’s legal costs for all disputes
which have arisen between
them.

The Director General has un-
dertaken to.have' Mr Foster’s
allegations “properly investi-
gated” by an independent com-
mittee or commission.

Mr Foster has undertaken to
refrain from any investigations
or actions on his part in this re-
gard.

He has also abandoned “ir-
revocably” all claims, or court
applications which he may
have contemplated agdinst the
Director General and his de-
partment ‘in regard to any is-
sues between the parties.




By RONNIE MORRIS
: Supreme Court Reporter

THE ‘Renartment of Finance is to
probe charges of corruption and mal-
administration against itself in terms
of a Supreme Court settlement with a
* 1| top tax official.

It will also pay the official, Mr Trevor Norman
Foster, R164 000 for his legal costs. .

Mr Foster, a deputy director and also head of the
.special investigations team of the Department of
Iniand Revenue, brought two applications against
5 | his bosses for overlooking him on promotions.
- 2] He claimed that his promotion had twice been
y blocked af‘ter‘he had exposed corruption within the
N revenue service.
: Mr Foster, who will resign from the Department of
$ Finance on December 31, has undertaken to aban-
don irrevocably all claims and/or court actions
against the department. :

-committee oF conim

vl | @

He also undertook to stop investigating corrup-
tion or maladministration because the director-
general bad undegtaken, and committed himself, to
have the allegations investigated by an independent

ission, .~ Co

The patties furthef gndertook to regard the terms
of theé: setflement, as"fifivate and confidential and
not take any steps to make it public.

The court heard that on November 8 last year he
was evaluated by an evaulation committee and was
found not to be “a candidate for promotion”.

A merit assessment found his work “not complete-
ly satisfactory”.and as a result he lost a yearly
professional allowance of R20000. - }

Two judges subsequently set aside a decision by
the director-general that he should not be rated for
promotion and that his performance was unsatisfac-
tory. .

Mr Foster subsequently brought a second applica-
tion when he was again assessed this year and found
not promotable on the basis of his alleged “poor
interpersonal relations”. ’

erirlizh

Trevor Foster

PAID OUT ...

Central to this issue was the fact that over a
period of time he had brought evidence of corrup-
tion and/or maladministration to the attention of his
seniors, Mr Foster said. .

Yesterday, in terms of a settlement which Mr
Justice J J Fagan inade an order of court, the diree-
tor-general acceded to all Mr Foster’s claims
brought in the May application. These were:

That the director-general give reasons why he was

evaluated in his present rank as “not completely
satisfactory”; w¥ was rated as “not at all a
candidate for py * nn4 why his acceptability
rating should £ ) acceptable.

The director-general further placed on record
that Mr Foster was now being rated as “having been
classified promotable out of turn”.

Mr Peter Hodes SC, assisted by Mr Les Rose-Innes, instructed by Mr Jaremy
Simon, of Gelb Gelb Simon and Shapiro, appeared for Mr Foster.

|
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INLAND R;v_eriue's controversial decision
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to deduct P&YE from all ts paid to
directors has been partially withdrawn.

A note published in the Government Ga-
zette on December 6 says employees’ tax
need no longer be deducted from advances
paid or payable to directors of private
companies and close corporations.

In additioni, if the company’s year of
assessment ends between September 1 and
the last day in February, and the bonus
paid is quantified after the year end,
PAYE need not be deducted.

BDO Spencer Stewart tax director Mat-
thew Lester warns that a director receiv-
ing a fixed salary, for which he is under no
obligation to repay if the company does not
perform according to forecast, will still be
liable for employee tax. :

“The application of the practice note is
completely dependent. on the true agree-

idn;the company/close

—
get around PAYE,” says Lester. .
The six-month condition puts a time liri-
it on the fiscus’s waiting period for its
money. .
“Revenue is not prepared to wait until
the third provisional top up tax payment
which is only due by end August following
year, to receive the tax,” Lester says. '
In other words, companies with year
ends between March and August will still
have to pay PAYE on directors’ bonuses
while those with year ends between Sep-
tember and February wilt be exempt.’
KPMG Aiken and Peat tax partner Hen-
nie Coetzee says the statement removes
many of the practical difficulties sur-
rounding original requirements and .is a
step in the right direction.

However, by. only adva
from the net it opens up the possibility of

ment existing betwegtit
corporation and thé ‘director/

Tt will not suffice to simply ‘label’ a
director’s salary as being drawings so as to

tax a
In general though, tax experts wel-
comed the move.




PAYE oy 13]12{4
Revenue retfreats @
— -~ Ttireais

When Paye became applicable to directors’

business community,
Many tax practitioners pointed out unsatjs-
factory features of the new procedures, Now,
in practice note No 14, dated December 6,
Revenue has made important concessions,

The original effect Wwas to redefine “remu-
neration?” to include any advance paid or
Payable to any director of a company (or
member of a CC) for services rendered,

Revenue now acknowledges that the
changes have given rise to problems in cases
where the tax years of the director and com-
pany coincide and
lermineﬁ after the end of that tax year. An

calculated after the financial year-end.
Suppose the director takes no advances.

Then at end-February he will be required to

Pay provisional tax on his full estimated

some time later, his salary was determined,
Payewould have to be deducted from'the full
it would have been paid or
become phyable to him, The director would
then have paid double his actual tax liability,

This anomaly arises because the ‘Act, in
dealingwith tax Ppayable on the provisional
basis, works on the basis of ap estimate,
which caiches the remuneration on its literal
wording; ‘The Fourth Schedule (after the
1990 amendments) catches the same income
when paid later on its literal wording.

To remedy this, Revenue has decided (in
terms of the Fourth Schedule to! the Act)
that Paye need ot be deducted from aceru-
als or remuneration paid or payable to a
director of 4 private company and’ members
of a CCif the year of assessment ends during
the last six months of the year of assessment
of the director (that is, between September |
and end-February) and if the remuneration
is quantified only after the end of the year of
assessment in which it accrued,

Paye must stil) be deducted from other
remuneration (including fringe bengfits) paid
Or payable during the year of assessment.

Where a case is not covered by,the latest
Practice note and a director of ‘private
company: feels that Paye should not be de-
ducted from his remuneration, he may ask
his Receiver of Revenue for a directive, His
request should be supported by an explana-
tion, advancing reasons,

Emnst & Young tax partner, lan Henstock,
is critical of the Scope of the changes, He
finds it irrational that the exemption is con-
fined to private companies with financia)
year-ends within certain Jimits, He considers
that the concession should apply to a]], As
matters stand, all that will happen is that
private companies wilj change their year-end
to bring their directors within the exemption.

Kessel Feinstein tax partner Ernest Ma-
zansky concedes that it was logical that, if
Revenue sought to subject directors’ remy-
neration to Paye, it had 10 tax advances,
otherwise they could easily avoid Paye by
taking advances instead of salary.

He points out that directors of private
companies who earn fixed salaries unrelated
to profitability will stijl have to pay Paye.

However, the way the practice note is
drafted, not only directors whose full salaries
are determined after the year-end of the

profit-sharing arrangements.
Thus, if a director receives a fixed monthly
salary plus 5% of profits, the entire remy.
neration package is exempt from Paye pro-
vided the year-end requirement js satisfied,

Mazansky suggests one case where a dj.
rective might be applied for: a director of a
private company whose year-end is, say,
June, and where withholding Paye on a saja-
1y determined after the year-end will cause
financial hardship. ’

He also notes that there js no stated date of
implementation for practice note No 14/J

CHNAAN S
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Therefore it would appear to apply from date
of issue (December 6). Though the practice
note is silent on the matter, it seems that

where Paye has alre;

ady been deducted, the

amount should'be set off against provisional

tax payable at the
further Paye need be

in the qualifying circ
_

end "of February. No

deducted from now on

umstances,




Govt tenders anger ad industry

THE advertising industry has ex- MARCIA KLEIN
pressed concern about the handling L j

of public interest organisations’ to be successful. However, SACS had
account pitches. @ 1o authority to act on pitches which
Association of Advertising Ag were not purely government, and the
cies (AAA) executive vice-president recent pitches were happening out-
Peter de Klerk said yesterday the \;§side of its anthority,
Rl4m national peace committes Agency heads said yesterday that
account — awarded to Hunt Lasearis v about eight disillusioned agencies
and HerdBuoys ~ was an example of N\ had withirawn from the national
the pitches which had not been han- ,\ peace committee pitch,
dled properly and amounted to abuse ' ? They said these public body pitches
of the ad industry. Others included were put out out to tender, which
the Reserve Bank account and the meant that dozens of agencies were
ently \%

AIDS account, which was rec spending up to R100000 on a pitch
awarded to Hunt Lascaris. against a host of other agencies.

De Klerk said he was “disenchant-Q  “They said there was no reason to
ed with the way that public bodies™\, ask every agency in the country to
were abusing the advertising agen-3  pitch, and a short list of four or five
cies”, and the AAA had approached agencies could easily be chosen on
credentials.

the national peace committee chair-
An agency head said public inter-

man and “the highest possible au- :
thorities in government” about the est groups were in a difficult position
issue. as there was pressure on them to put
He said the AAA had been using SA an account open to tender as it had to
Communications Services (SACS) to appear to be fair. “This sets the stage
act as a conduit between the agencies for a set of circumstances which is
and government with regard to gov- not conducive to the relationship ne-
cessary for great advertising,”

ernment pitches, and this had proved

Technikons, universities warned of cutbacks

CAPE TOWN — Government yester- "

day warned it would be “impossible” [ Potwicar starr ]

to meet educational needs of techni.| pardising the country’s ability to

kons and universities next year. lm’K/compete internationally, '
National Education Minister Louis oY Pienaar said education spending

Pienaar said there would be a “con- would amount. to about 20% of the

siderable difference” between the N\ 1992 Budget.

needs of these institutions and the Sapa reports Woods said engineer-

state’s ability to fund them, N

cutbacks in government funding had@
plunged SA research into crisis, jeo-

Top tax official
gets sett!gg)ent

>

CAPE T he Department
of Finance is to probe charges of
corruption and maladministra-
tion against itself in terms of a
Supreme Court settlement with a
top tax official,

It will also pay the official, Tre-
vor Norman Foster, R164 000 for
his legal costs and an undisclosed
settlement, 55{]‘2’ . /ﬂ/z[‘,'[

Foster, a depufy director 'ahg
head of the special investigations
team of the Department of Inland
Revenue, brought two applica-
tions against his bosses, claiming
that his promotion had twice been
blocked after he.had exposed cor-
ruption within the service,

Foster, who will resign on De-
cember 31, has undertaken to
abandon irrevocably all claims
and/or court actions against the
department,

He also undertook to stop inves-
tigating corruption or majadmin-
istration because the director-
general had undertaken and
committed himself to have the al.
legations investigated,

- The parties further updertook
to regard the terms of the settle.
ment as private and confidential,

The court heard that on Novem-

ber 8 last year he was evaluated
and found to be an unsuitable
“candidate for promotion”. As a
result he had lost a yearly profes-
sional allowance of R20 000,
Two judges subsequently set
aside a decision by the director-
general that he should not be rat.
ed for promotion, — Sapa,

HAMILTON
RUSSE
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| TOP:Depaitment ‘of Inland. Reveniie offi-
‘[ cials‘are to.be investigated following seri-
-1 ous allegations of ‘corruption.’ .
“FIn_a*“private and:confidential” agree-
;| “ment: made:am ordér-of-the Supreme Court
| ;this week;the'director:general of finance,
B rogser, hasundertaken to'set up an

»yor Foster,
- the speci s :
'partment dfInland Revenue in Cape Town,
who had been pressing for an inquiry into
corruption since February 1989

Towever; Mr Croeser sought to have the
terms of the settiement kept confidential
and Mr Foster agreed “not to take any
ste 1:a_"'to nake the terms of the settlement
public

Ina on, the department is to pay Mr
Foster R164 000 for his legal costs, Mr Fos-
ter is to resign on December 3.

The settlement followed an application
brought by Mr Foster against the depart-
ment for overlooking him for promotion. It
was his second such application in a year.
. Mr Foster argued that he had been penal-
ised for insisting that alleged corruption in
the department be investigated.

From 1984 until 1989, his work perform-
ance had been so highly regarded that he
was given, two special promotians.-

His fortunes changed in 1989 when he
brought alleged corruption among senior
officials to the notice of his superiors. Lat-
er, he was rated “unpromotable”.

In a memo written to the department in
March and included in court gapers, Mr
Foster accused a senior member of the
Cape Town revenue office of delaying re-
plies to certain wealthy taxpayers for up to
two years — thereby allowing a postpone-
ment of their tax payments, .

Mr Foster also gave details of a case in
which the Commissioner for Inland Rev-
enue had ordered that two Cape Town com-
pany directors and two partners in an inter-
national firm of auditors be charged with
tax fraud involving R1-million.

Senior counsel advised the Receiver that
the claim shopld be settled fairly for
R475 000, but two years passed without a
resglonse from revenue officials.

Then, following the Commiss, sner’s “per-
sonal decision”, & settlement was conclud-
ed “at about.R217 000",

When Mr Foster reported another inci-
dent to the Director of Inyestigations in
Pretoria, his su erior, Mr U Horstmann,
§-called.him.in.and demanded that he take a

to
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annuity

ik
.CAPE TOWN — The Commis-
-Sioner of Inland Revenue is pro-
~posing to discontinue the fixed
amount tax deductions of R3 500
(less pension fund contributions)
*and R1 750 for retirement annu.
“ities after the end of the 1997 tax
year.
o Revenue believes the fixed amount
deductions are no longer justified as
, it considers the total deduction of up
o 27,5% of total income presently
“allowed for pension fund contribu-
utions as adeg:xate.
1t argues the fixed amount dedue-
-itions were not intended to be used as
- supplement to pension fund contri-
butions and were retained only to
«protect existing rights of deductabi-
(lity when the 15% rule was intro-
duced in 1979. Revenue also believes
~-the rules on fixed amount deductions
complicate determination of the
maximum deductible annuity fund
contribution.
But the Life Offices Association
. (LOA)has expressed concern over the
step, believing that a stable tax envi-
. sronment is eritical to encourage pri-
- yate pension provision. .
» “We are extremely concerned that
* .this move may be s&n as a clamping
-down on private pension provision
* which would most certainly be the
;wrong message at this stage,” said
LOA policyholders’ taxation commit-
tee convener and Old Mutual legal

BUSINESS DAY, Wednesday, Dacoember 18 1991

evenue plans t
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services manager, Abri Meiring.

“The taxpayers who will be hard-
est hit by the proposed amendment
will be existing members of pension
funds who also contribute to retire-
ment annuities to augment their re-
tirement provision.”

The LOA has requested that if the
fixed amount deductions are to be
removed this should be implemented
from a specified date onwards rather
than be applied to all retirement an-
nuity policies from 1997. This would
protect existing policies and ensure
tax certainty.

“We believe that no taxpayer who
entered into a long-term retirement
contract should in any way be disad-
vantaged by a future change to the
tax position which would essentially
have a retroactive effect on his/her
long-term planning,” Meiring said.

He said the LOA would prefer a-

complete overhaul of the deduction
formula if Revenue insisted on re-
moving the fixed amount deductions.

In its response to Revenue, the
LOA has suggested an increase in the
15% maximum allowable deduction
on annuities in the 1992 tax year to at
least 20% for taxpayers below the
age of 50 years and by an additional
1% for every year over age 50 witha
maximum of 30% reached at age 60,

uctions

[

Meiring said the suggested -
creasg would also “soften the blow”
for members of pension funds who
contribute to annuities should Rev-
enue do away with the fixed amount
deductions. Such people would then
be ablé to base their annuity dedue-
tions on at least 20% of non-pension-
able talxable income such as fringe
benefits and interest. At a level of
R8750 a year (or even less if over 50
years) of such income the current
R1750 |deduction would effectively
be mali%ltained.

“It i$ also becoming increasingly
difficul} for self-employed people to
make ddequate retirement provision
on the basis of 15% of their taxable
income,” Meiring said.

Self-employed people were at a
disadvantage relative to pension fund
members when it came to fiscal in-
centiveq for retirement provision.
The base for the 15% deduction had
also been eroded by the exclusion of
gross dividend income in 1980.

As part of its proposed overhaul of

the formula, the LOA has recommen- |

ded the: limit for deductible reinstate-
ment coptributions to anpuities and
for arrear contributions to pension
funds be| increased from R} 800 to at
least R3,600 from the 1992 tax year.

The L{DA has also asked Revenue
to extenc the age at which RA annu-
ity contributions must terminate
from 70 ‘to 75 years. .
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FOCUS: So where’s the consumer policy for the future?

~ Shoppers,

'EW\(;;‘}\ \

W
= TH constitutional talks underway,
H the voteless will vote within the
b foreseeable future. They will have
£ BF asay in theirlives. :

But will they have health care at an afford-
able rate? Will they drive cars made to over-
seassafety standards? Will agricultural epnirol
boards be reinstated? ) .

Wil the poor have enough to eat? Or will
those in charge of food production make sure
they themselves eat well, and no one else
does?

Wil our law still make the assumption, in
the phrase caveat emptor (let the buyer

heware), that consumers must watch out for .

themseives? Or will there be more safeguards
for consumes to protect them from sharks?

These are critical issues, and none of them is
on the agenda for constitutional talks.
Consumer isses are at the bottom of the list
— even for South African consumers, who
traditionally think somebody else will take
care of the problem. *

Sometimes “somebody else” daes: the gov-
ernment, the only institution with the muscle
(and often the desire) to implement measures
designed to protect consumers. But this year,
Jittle was done to protect the consumer and an
immense amount was done which ended up
harming them.

The most noticeable event in this pattern
was the introduction of Value-Addéd Tax. No
measures were introduced alongside VAT to
prevent the exploitation of consumers — SO
consumers were tipped off mercilessly. The
proof is in the inflation rate, measured by the
government— which has an interest in mak-
ing things look betier and not worse.

Tt ran at 16,8 percent for the year ending in

October: food inflation ran more than 25 per-
cent for'the same 12-month period.

In October this year — the first month VAT
was in force — general inflation rose 1,4 per-

ou’re on
ﬂyz\‘n— '
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CAITCAL
CONSUMER

Pat Sidley's weekly
advice on what to buy
...and what teavoid

centage points higher than in September, pre-
VAT. . .

‘A commission of inquiry hias been instituted
to find out what has happened to prices. Itis
unlikely to apportion direct blame to the gov-
ernmen. And certainly nobody will be
required to make amends or rectify the situa-
tion. .

The Presidents’ Council has proposed that
the Consumer Council —a toothless body —
be given incisors, at long last. :

But the government will have to decide on
this and send a proposed-law through parlia-
ment. .

Consumers will wait.

In the meantime, there is little hope from
anybody else on the horizon for effective con-
sumer measures. Even the African National
Congress believes it is doing nothing —
although on closer enquiry, this proved to be
slightly incorrect.

Certainly no formal item of cqnsumer issues
appears on the ANC’s agenda for negotiations,
and no research under the title of consumer
needs has been undertaken.

But rising outof the VAT row, the ANC and
Cosatu are about to embark on a programme
which should gather more adequate informa-
tion about consumers — particularly the very

or — and mobilise support among them.

Actually, both the ANC dtid the Cngress of

yN\MM 1q)izfa- < )1z
South African Trade Unions Cosatu) are
more accustomed to consumer power than
they know. Both organisations have inspired
and carried out successful consumer boycotts.
They measure them in political terms, because
they are usually aimed at a potitical problem
— but they constitute the ultimate consumer
sanction in any situation.

This is the kind of public response Cosatu
and the economic: division of the ANC are
hoping can be inspired when, along with the
Co-ordinating Committee on VAT, they insti-
tute a public forum
give the public an opportunity to express their
views on several VAT-related problems.

On February 14 and 15 the committee’s
commissioners will hear evidence on VAT
from the public in several major centres and
the public is being asked to submit written
ideas too. This, as usual, means only those
with access to urban areas or those who can
read and write will participate in the forum.

- However it is not the end of the issue — and
the ANC hopes to devote energy in the new
year to researching the needs of the poor.

As a start, they will be trying to gather more
reliable data. What do the poor eat, when they
eat? How do they live? What diseases do they
get? How many are there? )

Would price controls help the poor? What

ol is there for control boards?

in February next year {0

Out of this, the researchers hope, will flow |

-some useful suggestions about dealing with
the most pressing of consumer probiems in
this country — the needs of millions oo poor
to constrpe what they require.

Of course, for mostof us, things will remain
the same. They will get tougher and tighter as
prices rise with no relief in sight. And the
sharks will sharpen their teeth — ever sure in
, the knowledge that there are plenty of ignorant

and weak consuntrers out there, suckers forany
‘scanrgoing. .

— 1
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The Arglis Correspondent

JOHANNESBURG. — As
the year-on-year food infla-
tion surged to its highest
level in 2 decade in Novem-
ber, a Vatwatch survey re-
leased yesterday found
zero-rated foods now cost
more than ever before,

News of the continuing spiral
in food prices prompted calls
for urgent; “firm and construc.
tive” action to be taken as soon
as possible,

The monthly Consumer
Price Index (CPI) figures re-
leased by the Central Statisti-
cal Service (CSS) showed that
between ‘November 1990 and
November this year food prices
soared by 26,9 percent to its
highest level since March 1981,

According to CSS, the excep-
tionally large year-on-year in-
crease of, 269: was due largely
to a 38,1 peresht increase in
the price 'of meat, 43,4 percent
increase in fruitiand nuts and a
33,9 percent increase in vegeta-
bles.

But the overall inflation
rate, which measures annual
increaseg in all consumer

goods, was 15,5 percent in No-
vember ¢ompared with 16,8
percent in October,

According to Vatwatch, con-
sumers now are paying 14,5
percent more for seven zero-
rated foodstuffs since July. The
items monitored were canned
sardines, maize meal, milk
powder, samp, rice, brown
bread and fresh milk,

Vatwatch said: “0f these,
milk powder rose by 35 percent
and brown bread by 15 percent;
fresh milk, rice and maize
meal now are costing less than
five months ago.”

The rate of increase in the
prices of goods and services
appeared to be slowing down
— from 2,6 percent in August
to 2,1 percent in November —
after the introduction of VAT
on September 30,

The Vatwatch study showed
meat was a major contributor
to higher food costs. In the
five-month period the country-
wide price increases of minced
meat, boerewors and stewing
meat averaged between four
and six percent.

“The price increase of the

total meat basket from July to
November was highest in Dur-
ban (29,5 percent) and lowest in
Pretoria (17,8 percent).

The Housewives’ League’s
Mrs Lyn Morris said: “Food in-
flation at 26,9 percent is unac-
ceptable: I find it frightening.
It is at the stage where we
need to move quickly as we
have a problem,

“With these figures at hand it
is obvious the Department of
Trade and Industry must re-
lease constructive and firm
findings very quickly.

“We can’t have food prices
going up at this rate every
month otherwise people just
won't be able to eat. Food in-
flation is at a runaway state.

The continuing rise in the al-
ready high food price index
was cause for serious concern-
Consumer Council spokesman
Mr Daan Kruger said,

“The drop in the inflation
rate for November of 1,3 per-
cent is good news for consum-
ers, but the continuing high
food price index is cause for
serious concern,” said Mr
Kruger, '
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Food hikes conti
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FOOD industry spokesmen said yesterday
the fresh 10-year peak in the rate of food
inflation could reflect the continued effect
of VAT as well as seasonal price changes.

But they said the latest figures were,
nevertheless, disturbing and added that the
current .. investigation by the Board of
Trade apd Industry into the food price
issue could clear the air regarding the
source of price hikes,

Retailers said yesterday that increases
resulting from VAT would continue to be
reflected in the year-on-year figures for
food price inflation. The higher month-on-
month increase could reflect the fact that
many-major Fetailers refused to accept
price Increases before VAT and during its

only now starting to filter throug]

The major contributors to higher160d
prices in November were fruit and nuts, s
which showed an increase of 8,2% over 1\
October, meat (5,1%), vegetables (%g%) I

" and eoffee, tea pad cocoa(&}?«;};%&,}{, 4
on

% Red Meai Producers’ Absoc
spokesman confirmed that since October,
production -prices had shown a marked
increase after lagging for about four years,
He said this eyclical phenomenon ‘was
common over a seven-year period,fand
prices could be expected to increase %Ver
the next two years. £t

f
]

§

implemeﬁ%ation,'and these increases were

Pick n Pay chirman Raymond Acker- |
OTo Page 2 | i . t

—

FOOdG“m;LI’H.

man said apart from the effect of VAT on
meat prices, meat was generally more
expensive when there were good rains, and
there was a glut of meat on the market
during a drought.

He said the changes in the prices of other

. produce was often climatic, and some of

the increases could be purely seasonal.
Ackerman added that his group had re-
corded a 13% increase on all food prices.

OK Bazaars marketing director Mervyn
Kraitzick said meat prices had risen by
about 7% to 8% over the past few months,
excluding the effect of VAT, and fruit and
vegetable prices had risen by 5% to 7%.

'
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g —Froni Paye 1
The tea, coffee and cocoa price hikg
mainly reflected an increase in the price of
tea. He said this was because the OK haik
not accepted price increases by suppliers:
before VAT and during the VAT change
over, but these increases could not be held;
off indefinitely. r
Consumer Council deputy director Ben]
Stafford said while the drop in the inflation:
rate was good news for consumers, thé}
council was concerned that the food price!
index was still increasing. He also ex:
pressed concern about “businesses that!
abuse the Christmas season by drasticallys
increasing their prices”, "
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TOM HOOD

INSURANCE companies
are to fight proposals by
Inland Revenue to abolish
major tax concessions on
retirement annuities from
1998.

The proposals are being
discussed with the Life Of-
fices Association (LOA),
which represents the coun-
try’s insurance groups and
which wants the change to
apply only to future policies.

The changes would not affect
the retirement annuity deduc-
tions of self-employed people
and others not members of pen-
sion funds.

Life offices have reported re-
ceiving a flood of phone calls
from worried policy-holders.

More than 1,3 million individ-
uals pay into about 1,8 million
annuities and in most cases the
tax savings make them an at-
tractive way of saving.

About R1,8 billion was paid
into RAs in the 12 months to
June 30, including premiums
from 211000 people taking out
new policies.

A large proportion of this
amount is coming from self-em-
ployed people who have no pen-
sion funds.

The Democratic Party has
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“I'm sorry, sir, but I've just been mugged by the taxman.”

also urged the government to
“think twice™” about the propos-
als.

Ken Andrew, the DP spokes-
man on finance, said financial
assistance to the elderly who
were unable to provide for
themselves “is a huge drain” on
State resources.

“This demand will increase
sharply, so it is essential that
the government encourages
everyone to provide financially
for their retirement,” he said.

“It is extremely worrying that
there are proposals under con-
sideration that could reduce the
tax incentives for people to

make private pension fund pro-
visions for themselves by way of
contributions to retirement an-
nuities,.”

Abri Meiring, chairman of the
LOA policyholders taxation
committee and Old Mutual legal
services manager, said the pro-
posals could be seen as a clamp-
down on private pension provi-
sions, which could be “the wrong
message at this stage”.

Hardest hit by the proposals,
he says, would be members of

pension funds who also contrib- .

ute to retirement annuities to
augment their pension fund pro-
vision.

The LOA wants an increase in
the 15 percent maximum allow-
able deduction on annuities in
the 1992 tax year to at least
20 percent for taxpayers under
the age of 50 and by an addition-
al one percent for every year
over 50, with a maximum of
30 percent at age 60.

The LOA also wants the age
at which retirement annuity
contributions must terminate
raised from 70 to 75 years.

The effects of the proposals
would be lessened if they ap-
plied to future policy-holders
and not to past policy-holders.

The plan came to light when
the tax authorities notified the
LOA, which is now making

counter proposals.

An insurance industry survey
recently calculated that only
one in every 100 workers could
afford to retire on pension.
About 95 out of every 100 people
retire on less than R1000 a
month.

An Inland Revenue spokes-
man said it was proposed to dis-
continue fixed amount tax de-
ductions of R3500, less pension
fund contributions, and R1 750
for annuities after the end of the

. 1997 tax year.

Fixed amount deductions
were no longer justified because
the total deduction of up to
27,5 percent of total income
presently allowed for pension
funds was considered adequate.




A number of firms have agreed
-to; Jigve their records examined
Vatwatch auditors to deter-
mine whether VAT is being im-
.| 'plemetited correctly, the tax
- watchbody said at thie weekend.

‘Vatwatch chairman Profes-
sor Louise Tager said VAT im-
: plemented in a way which
,would reduce the cost to busi-
# ness should lead to lower prices
“or at leagt a slow-down in the
- rate'of inflation.
|7+ “A recent Vatwatch survey
s ‘showed the rate of increase in
- the'prices of goods and services
‘appeared to be slowing down
- since ‘the. introduction of VAT.
" Zero-rated food, however, cost
:.more thah' before.
The overall increase in prices
" decreased from 2,6 percent in
-August:to 2,1 percent in Novem-

ber.: e
.7 “VAT-related savings ought
to retard the rate of retail price

watch enters

Consumer Reporter $\‘\K 1% \\ u}g‘\eases, but this will not-come

ew ‘phase

about overnight,” Sald
sor Tager. ' . ..0%

She said the removal of ‘sales
tax on the business sector’s ex-
penditure on consumables
should positively effect: pnces
1mmed1ately

“But the ellmma?on fSales
tax on capital purchases will
take longer to filter through.”

The first phase of the Vat-
watch programme — the moni-
toring of reports and com-
plaints by consumers — has
ended and the telephone facility
discontinued, said Professor
Tager. Consumers can .still
write to Vatwatch at PO Box
47390, Parklands 2121.

The second phasé will com-’
mence next month, comprising-
a systematic evaluatlon to, de-
termme the extent to which

facturers, w s, e~
tallers and other links in the
chain were achieving and pass-

e I

ing on VAT-related savings.
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| Correspondent
| JOHANNESBURG. — A

number of firms have

agreed to a Vatwatch

audit. .
Value-added tax

charged in a way which
would reduce the cost of
business- should .lead: to
lower prices or at least
slow the inflation rate,
said Vatwatch chair-
woman Professor Louise
Tager. . - .

A survey showed' the
rate of increase in the
prices of goods and ser-
vices appeared to be
‘slowing' after the intro-
duction’ of VAT, Zero-
rated food, however,
"cost more.

The overall- price in-
crease decreased from
2,6 percent in August to
2,1 in November.

“VAT-related savings

] ought to retard the rate

of retail price increases,
but not overnight,”. said

'| Professor Tager.

“Lowering the tax to
10 percent was probably
responsible for the aver-

| age price decrease of

0,29 percent in October.”

Removing sales tax
on businesses’ spending
on consumables should

| impact -positively on

prices immediately.
“But’ the elimination
of sales’tax-on capital
purechases "will take
longer 1o filter through
to consumers,” Profes-
sor Tager;sai b
Consujitersiican still
write toVatwatch, PO'

Box 47390, Parklands
2121, .

o PR |
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INCREASING demands are bein Placed
on wealthier taxpayers as the tax au-
thorities seek additional revenue
sources, says: KPMG Aiken & Peat tax

| wrpartner Prof Hennie' Coetzes, - -

' “The tax- authorities are tightening up in
every drea from fringe benefiis to tax
planning schemes to ensure tax collec-
tion is as efficient as it cax; bé;’;lciwetzee

L A

says. 'f“Z 2

“We can also expect attention to-be given
to taxing'so-called wealth by raising the
gifts tax'and estate duty,-and introduc-
ing a-capital transfer tax and a capital
gains tax,” he says. :

The growing pressure on wealthier tax-
payers has‘bheen prompted by the huge
scope of economic and finaneial needs
of a “new” SA, says Coetzee, . .

Theré has’ been a shift away from the
principle that “it is the right of every
taxpayer'to so order-his affairs as to
minimise his tax liability”, g

“You can’seldom go wrong with planning

| that demonstrates a genuiné commer-.
| cial purpose’and which clearly is not
based Solely on tax avoidance.” -

" “But we Kave {0, accept that the commer- -

cial purpose;motive undereuts the pop-
ularly lield precept that tax avoidanceis
acceptable but tax evasion is illegal. T
believe we "can kiss that distinction
good-bye,” Coetzee says,” - .

[ Some Revenue officials regard tax avoid-

ance as tax evasion, he says. A number

of schemes — among them investments

[ in plantations and the purchase’of ‘aii-
craft — are being investigated,

All. this "could have. unpleasant conse-

querice: for-taxpayers when completing '

‘ the IT.1%tax r'eturn‘fom‘l, says Coetzee.
+ If the form’ Incorrect.or incomplete, an
! assedsment. can "be "re-opened years
- afterwards ‘and any. infraction may in-
cur back-dated interest, he says.




TOP officials in the Department of
Finance have strongly resisted an
investigation of charges of high-
level corruption in the Depart-
ment of Inland Revenue,

The allegations were first reported to
the Commissioner of Inland Revenue in
Pretoria by a senior Cape official more

than two years ago.

Since reporting his allegations of cor-
ruption, the official, Mr Trevor Foster,
has twice had to seek the protection of
the Cape Supreme Court against actions

by his superiors. Both
times he was successful,
and the Department of
Finance has been ordered
to pay his legal costs —
amounting to hundreds of
thousands of rands.

In a letter to Cape Town
attorneys, director-general
of Finance Gerhard
Croeser has said the alle-
gations bring into public
question “the integrity of
many officers, named as
well as unnamed, and, in-
deed, that of the depart-
ment as a whole”.

According to court
records, they include
charges of “large-scale
corruption, gross negli-
gence and irregularities by
persons attached to, or pre-
viously attached to, the
commissioner’s office in
Pretoria”,

Surprise

In addition, it is alleged
that “revenue officials in
senior positions flagrantly
flout the laws applied to
ordinary taxpayers”,

Ore official is alleged to
be a tax defaulter who,
after a surprise investi-
gation, had additional tax
assessments totalling “six
figures?,niade: inst him,
+ According -to the' court
papers;; another official
was mentioned.in a report
by a senior official to head

certain thg
dllegations®/ of
“as a mat
and three

inance
rqsis\t

Siiwe,  z4l1219) °

x graft
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court’s protection

By MARTIN WELZ

gave the Cape supreme |
Court an undertaking that
he would appoint an in-
dependent commission of
inquiry, no such inquiry has
yet been launched.

Referred

A spokesman for the
Department of Finance in
Cape Town told the Sunday
Times that an independent
inquiry was to be conduc-
ted by “someone appointed
by the Department of Jus-
tice”, No date had been set
for the inquiry. .. ..

In Pretoria a spokésmian
for the Department of Jus-
tice said the.departiient
knew nothing”about such
an inquiry. He referred the
Sunday Times: to-the De-
partment. of Finarice..

The Department . of
Finance " claimed “1t* was
precluded from . making
any further comment by
the terms of a court settle-

ment. {4 i

As recenfly’ as August
this yesf, an_official was

threatening to force “per- |

after speaking out
L -

petual silence” on Mr Fos-
ter, a chartered accountant
in the Cape Town Receiver
of Revenue’s office. Mr
Foster has been pressing
for an inquiry since Febru-
ary 1989.

Days later Mr Croeser
over-rode the threat by the
official. He claimed in a
letter to Mr Foster’s attor-
neys that he needed “as a
matter of urgency” to
ascertain the validity of
the allegations,

According to Cape
Supreme Court records, on
August 16 this year Mr
Foster’s attorneys handed
affidavits regarding “mal-
administration” in the
Department of Finance
(Inland Revenue is a divi-
sion of the department) to
the director-general,

Copies of these affi-
davits are not included in
the court record “because
of their sensitive nature”,

This month Mr Croeser
undertook in a court settle-
ment with Mr Foster to
“have these allegations
properly investigated by
an ind d i

committe
y

sought to have'the fi L
the settlement-agreermi
with Mr Foster kept “prict:
vate and confidential”. In
. the agreement — made an

iorder of court — they

‘agreed “not to take any

steps or initiate any action
whatSoever to make the,
terms of 'the settlement
public” %% T

Mr Foster, who has an
+honours degree in taxation,

held the rank of deputy di-
rector in the Revenue
office in Cape Town. He
was responsible for some
of the biggest tax-evasion
cases investigated in Cape
Town.

From 1984 until 1989 his
work performance was so
highly regarded by his
superiors that he received
two special promotions,

But when he brought
various allegations of cor-
ruption against senior offi-
cials to the notice of his
superiors in Pretoria,
everything changed. They
allegedly rated him “un-
promotable”,

Question

Since then he has repeat-
edly been subjected to
“evaluation” by special
comrmittees appointed by
the department.

Court papers disclose
some of the serious allega-
tions made by Mr Foster
against the department.

InMarch one of the com-
mittees appointed by the

One of’

members, charged Mr Fos-

ter with “undermining the

authority"” of one of his sen-

iors by referring to this
“very sensitive matter” in

a phone conversation over-

heard by other Revenue

officials.

eparfment to evaluate Mr |




Firms ‘benefit from

CT3i|rfa

strange tax degsions’

A NUMBER of major national and in-

ternational companies were the “hap-

Dy beneficiaries of some very strange

tax decisions by senior officials of the

Department of Inland Revenue”, DP

(I:IVIP Mr Robyn Carlisle charged yester-
ay.

He was commenting after a senjor
tax official, Mr Trevor Foster, had tak-
en the department to court twice for
overlooking him on promotion.

Mr Foster alleged the department
had failed to promote him as he had
uncovered corruption there,

Mr Carlisle said it was “new a mat-
ter of public knowledge that things

|
are very serTowSly amiss in Inland
Revenue”. .

“Middle-class whites are being
taxed to death while corporate taxes
get proportionately smaller every
year.

“The time has come to clean up mal-
practices in the tax field, particularly
in respect of company tax,” he said.

He said the DP called for a “full
public inquiry or commission into cor-
ruption and efficiency in the Depart-
ment of Inland Revenue”.

The director-general of finance
could not be reached for comment last
night. o
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THIS has béen a year most business
people would like to forget as soon as
| possible. - .

Uncertainty and lack of confidence in
the new South Africa are high on the long
‘list of factors responsible for the coun-
.try’s poor economic performance.
*The list iscludes a weak rand, high
inflation of consuiner and capital goods
| prices, high interest rates, crippling tax-
es, social and labour. unrest.

Productivity -in most industries is un-
acceptably low and good service is al-
‘most non-existent,

. If lack of confidence in the future of SA
business is a factor inhibiting further or
renewed investment in capital goods and
projects — in. spite of President De
Klerk’s urgings for it to be done — then
the Minister of Finance should seriousl

—

- By MAX _w_a__z |

However, Mr .Du Plessis, it seems, fa-
vours a widespread tax cut — personal
income tax — more than something as
specific as investment tax credits if and

breaks

S [Twes (guss) 29} 122

Appropriate. tax credits now would be
most helpful to several industries and
could at a minimum help the Government

- to’ get -things going again.

A good example is the wE.-m motor
industry and its allies serving SA’s trans-
port needs. Especially in need of a hoost
are makers of heavy commercial

when it is possible for the Gov to

make concessions. .

The Margo Commission on taxation
was: also unenthusiastic about tax
allowances.

Inland Revenue takes a narrow, view,
wanting to know in advance the extent to
which increased or accelerated invest-
ment in capital goods will offset the re-
duction in collections. X :

Seeking to quantify industry’s response

T ider the reintroduction of invest-
ment or initial tax allowances as an add-

ed spur to get things going.

to tax is about as silly asa
customer’s asking his advertising agency
to quantify. the response to an advertise-
ment in terms of speeific orders.

hicles and to a lesser extent buses.

¢ Sales of new heavy trucks in 1391 were
the lowest in nearly 25 years.

Vehicle manufacturers have made

huge capital investment in plant, equip-
ment, manpower and facilities to make
the most modern and and productive
trucks available.
- Because of a lack of confidence, com-
bined with other factors, fleet owners
have mot been replacing trucks for
several years.

he position is so bad that the average
age of the national fleet, ding buses,

fleet is i dire need of updating, the Gov-

is 10 years.

The makers of more than 30% of the
heavy truck tractor units in service are
no longer represented in SA.

A geriatric national fleet is unretiable,
ineffactive and uneconomic to maintain
and operate.

Fleet owners and smaller operators
would welcome a tax credit that would
make the cost of their investment appro-
priate to the job they must do. For in-
stance, they need tax relief in the year of
buying a truck.

Banks taking over such a tax credit
could reflect thé concession by reducing
finance charges.

Fax credits should not be static. They
should be reviewed every year to ensure
that they are properly pitched, or whe-
ther they should be suspended for a time.

B the ional road t

should ‘play its part in causing a
climate to encourage the private sector’s
investment it so desperately seeks.

The spin-offs from.an attractive tax
credit when buying a new truck have
considerable potential. ~

More assembly line jobs would be cre-
ated. £ not, at least there would he a drop
. the loss of jobs at assembly plants.

New vehicles mean safer and more
reliable transport services, a growing
contribution to vehicle produetivity and
more efficient use of fuel.

1t is time for the Government, as the
motor and other industries have done, to
show its confidence in the comniry by
investing a little more in the future anda
Tittle less in what is politically expedient
now.
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