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Taxpayers are being penalised
for cumbersome payment sys-
tems in the Department of Pub-
lic Works, says Frank Wright,
president of the Master Build-

hranch.

He said this week it had be-
comne so difficult for contrac-
tors to get their final accounts
settled by the department that
many now avoided tendering
for state work.

“This means the taxpayer,
who in the end funds the depart-
ment, is not necessarily getting
the lowest price or the best con-
tractor for the job.”

Wright said private sector cli-
a! ents usually settled a final ac-
+ 4, count, for the last portion of a
contract within two to three
.} months.

v - “However, when one deals

Public Work§ Dept .

rovolfes bul‘f er’s iré
Property Editor 20

ers Association, Cape Penisula ‘

" the department’s settlement

with the department, the fin;
settlement can take anything
from three to five years.

“During this period, the re-
tention money — from one to
five percent of the contract sum
— does not earn interest.

“This is a costly situation for
the contractor, even with infla-
tion running below 10 percent.
In fact, the money held back
could amount to more than the
colr)xtractor’s entire profit on the
Jo B

Wright said the situation was
complicated by the depart-
ment’s inability to resolve diffi-
cult issues, or even to use re-
cognised dispute resolution
methods such as arbitration or
mediation where a genuine dis-
pute did arise.

He made a plea for change in

system.
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attorneys -Bell,” Dewar, ‘& 'Ha
pectors:alsosraided the.
auditor, Ralph Hellman:

£fices of

nt privi ] ] i the’
t case and.to'litigation’still pending.-
These were refused-and the attorneys said
they'would hand over:the documents on]:
if CEIV acourtorder,

‘The departmént’s:chief regional inspec-
or Dirk’Leriche ‘assured: Bell,"Dewar &'
.'Hall ‘as the raids‘we progress that'B:

happened to be
'-to rdid Mancer,
o thL

Tax raid 89"}, 3

back to 1987. The items included cutlery,
haircuts and expenditure on squash.

Debbie Mancer said Dicker had initially
denied to the Mancers that the young
Badenhorst was related to Absa’s CE. Ba-
denhorst himself confirmed the relation-
ship at the end of the raid. .

“I was angry,” said Deboie Mancer, “and
even more angry when I found that Piet
Badenhorst’s son was in my house. He’s the
one who searched qur house.”

Piet Badenhorst said he belleved his
son’s involvement did not represent a con-
flict of interests. Badenhorst senior denied

" Finance Department had made a mistake P

. questibps
I 1

@ O From Page 1 .
that he had instigated the raid, that he
knew about it before it took place, or that :
he was conducting a campaign of harass-
ment inst M. . Asked whether the

glving his son the job of joining the raid, co

Badenhorst said the department’s affairs

were “not my concern”, !
Mancer’s attorneys spent much of yes- .

terday trying to clarify with Leriche what 1 ‘

Badenhorst’s role was in the investigation,

and the reason for the raids and their tim-

ing, Leriche was asked to give 2 written as- ‘

surance that Badenhorst would be re-

moved from the inyestigation. |
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Ta  load 11ghter than youthmk

The Argué Foreig'n‘Ser\‘lii:e kR

LONDON. — It may surprise
some, but South

with its'major trading’ partners.

The latest SouthAfrican Bud:
get states that South African tax

accounts. for 24 percent - of gross
national product.

§A’s taxiburden is worse than-

| ‘7apan (2015 percent of GDP),

Switzerland+{20,8 percent), United

States (21;4:pel and France
(224 pex:c;pptg: 206):
Yet taxationm-accounts for

around25:percent. of: Germany
and Italy’s;GDP, For the UK it-is
27 percent; 32 percent for Canada
and.as-much as 357 percent of

-\ Sweden’s;economy. .. -
Yet-this is only part of the
story. 4 - S
Individuals in-South Africa’s

| major “trading partners must
| make: social security payments,

rainly “towards unemployment,

| insurance, state pensions and

health.-Benefits: are free:medical
treatment; social services for the
poor and payments for the

‘unemployed il

Tax’ social secul t‘y*d dolucg
tions as:apercentage of GDP are
thus ercent ‘for Sweden,

44 percent:France and Germany,
41 percent Ttaly, 38:percent Cana-
da, 38 pércent UK, 33 percent, US

Africa’s: overall”
- tax burden:compares favourably

From the above statistics, it
can be seen that South Africa has
some way to go to match the wel-
fare payments made in leading

industrial nations. -

Comparing actual fax rates,
the South African burden on indi-
viduals is much greater than the
UK. The poor, are worse off as
can be seen-from the tax tables
below.

For the purposes of tax rate

“comparisons, a national “purchas-

ing, power parity” of R2,5 to. the
pound instead of the market rate
of around R4,74 fo one pound has
been ‘applied. This is a more ac-

. curate, though imperfect cost of

living comparison- than presen
exchange rates. .

Middle managers, genera
practioners, average: accountants
and senior journalists earn be-
tween £35 000 and £50 000 (
R87500 and R125 000) in the UK.

In the UK, the individual must
make " social security payments
which rise next year to 10 per-
cent from 9 percent. As men-

.tioned above, however, those .

sums go towards free health, un-
employment ‘insurance and - state
pensions. .

The scale of the NIC take i’
also limited to a maximum of- .

10 pércent up/to incomes of..£21

. 000 (R52 500). Thus a married
- person with a taxable income of

'+ A large proportion of UK

thousands of tax- assessment
* yolving the payment of possibly

£40 000 (R100 000) would be pay-
ing 45 percent on national insur-
ance:contributions. . S
1p-
per income earners, however, pay
for their:own private insurance
because of the National Health
Service’s long waiting lists and
time consuming delays. Yet the
benefits are available for all, re-
gardless of income, | 1

WA great. many of Johannes-
burg's tycoons must have been in
a sombre mood this week, writes
Derek- - Tommey ifrom
Johannesburg.

‘The cause was a report that a
film finance scheme, which was
ex;l)ected to save them tens of
millions. in taxes, had been de-
clared illegal by the Income Tax
Appeal Court.

The judgment has not been
confirmed becauise rulings by this
particular court are normally se- | -
cret, dealing as they do with pri-{ .
vate and confidential matters. |’

Only if one of the parties de- |
cides to go public, do. the court’s
judgments become common
knowledge.

But there:is too much ridin
this ‘judgment for normal
ceedings to be followed.

It is estimated that ten

RS billion are waiting on the |
ruling. .

ent and Japan 29-percent:,
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Taxman nets R2,5bn

PRETORIA — Inland Rev-
enue inspectors and audi-
tors had recovered a record
total of R2,577bn in unpaid
taxes in the 1992/93 year, a

| spokesman said yesterday,

The amount netted by the
taxman’s team was up 25%
on the previous year.

But tax authorities ad-
mitted that there were still
tens of millions of rands es-
caping the tax net annually,

They stressed, however,

-that there was no tax col-

lection system anywhere in
the world which was 100%

% | “dodge-proof”.
: i ) h Inland Rev-
T SN - Es 5@%@;&&“ pe : LI eml?: cog):n%'tlo undiscgs:d
<h Organisation CE Alan Munroe, Chamber of Mines president Bohky Godsell and CSIR president i and individual in-
' ceremany which marked the ion of the Division of Mining Techni gy, 8 merger b Yy

Picture: ROBERT BOTHA
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SiZe of govt impedes

Blormy 1493

CAPE TOWN — The vision for i
growth outlined in Finance Minister Derek
Keys’s economic model would never be
realised unless the size of government was
substantially reduced, Board of Executors
(BOE) senior portfolioc manager Rob Lee
warns in the latest Investment Outlook.

Disappointingly, the Budget failed con-
spicuously to make progress in this regard,

The substantial 12,5% inerease in gov-
ernment spending budgeted indicated that
the brave utterances by President F W de
Klerk and Keys about downsizing govern-
ment were so much hot air. As a conse-
quence the individual taxpayer had to bear
a higher direct and indirect tax burden in a
situation of lower wage and salary in-
creases, “punishingly high” real interest
. | rates ‘and continued retrenchments.

«+ “The net result is that consumer spend-

ing is bound to fall substantially in real
sterms again this year,” Lee said. He be-
“lieved the Budget would depress economic
growth further.

Hopes of an investment and export-led
boom in SA were pie in the sky unless
politicians faciljtated its implementation,

Preconditions for realising these hopes
were: a sustained international economie
upturn; a reasonable degree of political
stability and certainty; a reduction in vio-
lence; the consistent pursuit of stable, pre-
dictable and sensible economic policies; a

es €. BoE

LINDA ENSOR ]

considerable cut in the relative size of the
public sector and a more realistic and
competitive exchange rate,

The exchange rate should be lowered
“by eliminating exchange control and re-
ducing the level of protection and subsidies
and not by depreciating the currency
through excess money creation”.

Lee believed the underlying trend in in-
flation was still downward, Inflation was
expected to fall to about 8,5% in March,
jumping thereafter to between 10,5% and
11,5% before returning to single digits.

He was optimistic that the 1994 inflation
rate would average less than 10% on
account of the weak domestic economy,
low international inflation, the fall in mon-
ey supply growth and a strengthening of
reserves which would stabilise the rand,

A further cut in Bank Rate could he
expected in the setond half of the year as
long as pressures on the capital account
eased after the installation of a transition-
al government. .

Regarding international economies, Lee
believed a sustained recovery was unlike-
ly. The recovery in the US economy and
signs of a UK revival were being counter-
balanced by continued weakness in Japan
and collapsing production in France, Ger-
many and the Netherlands.

come was R1,653bn; unpaid
PAYE came to R8¢m and
regional services council
levies to another R16m,

Unpaid VAT amounted to
R368m, special income tax
audits to R329m and unpaid
GST to R153m.

. Earlier this week, ANC
economic spokesman Tre-
vor Manue) said there wag
noneed to tax more heavily
if more efficient collection
methods were used,

GERALD REILLY

The Inland Revenue
spokesman said the record
recoveries in the 1992/93
tax year were mainly due
to an inspectorate and au-
dit staff that had been in-

" creased by more than 30%

in the past ears to
S ]
A tighte ore so-

phisticated tax tracking
strategy was also heing
used, he said. :

Currently, summonses on
tax defaulters were heing
issued at a rate of about
14000 per month.

Of the 6770000 returns
posted to taxpayers for the
1991/92 tax year, more than
60 000 were outstanding.

Other authorities said al-
though the figures indicat-
ed some success in finding
unpaid taxes had been
achieved, the answer
seemed to be to further en-
large the inspe ....ate staff.

For every Rl spent on an
expanded staff, there could
be a return of. R10 for the
fiscus, they speculated.
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Beware dealers

charging 14%

Many unscrupulous retaIers
were already charging consum-
ers the proposed. 14 percent
VAT on goods although the offi-
cial implementation date is
April 7, the Col er Couneil
said yesterday. { % '
Council executive director

. Jan Cronje said that retailers
| charging more than 10 percent
VAT on goods before April 7
were guilty of fraud and
warned that their names would

be forwarded to,the relevan
! authorities. @ :
He urged consumersto’report

such cases to the Council. ~
Consumer Reporter. g
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GOVERNMENT NOTICE GOEWERMENTSKENNISGEWING
DEPARTMENT OF FINANCE DEPARTEMENT VAN FINANSIES
No. 598 720 2 April 1993 | No. 598 2 April 1993

VALUE-ADDED TAX ACT, 1991

INCREASE IN'RATE OF TAX
SPECIFIED IN SECTION 7

Under section 77 of the Value-Added Tax Act, 1991
{Act No. 89 of 1991), |, Theodorus Gerhardus Alant,
Deputy Minister of Finance, hereby make known for
general information that in terms of a taxation proposal
tabled in Parliament on 17 March 1993 the rate of
value-added tax specified in section 7 of the said Act is
to be increased to the rate of 14 per cent, as set forth
in that proposal, for the purpose of determining
amounts of value-added tax which are or are deemed
to have become payable on the supply of goods or
services on or after 7 April 1993 or on the importation
of goods into the Republic on or after that date.

T.G. ALANT,
Deputy Minister of Finance.

2424—A

WET OP BELASTING OP TOEGEVOEGDE
WAARDE, 1991

VERHOGING IN BELASTINGKOERS
VERMELD IN ARTIKEL 7

Kragtens artikel 77 van die Wet op Belasting op
Toegevoegde Waarde, 1991 (Wet No. 89 van 1991),
maak ek, Theodorus Gerhardus Alant, Adjunkminister
van Finansies, vir algemene inligting bekend dat
ingevolge 'n belastingvoorstel wat op 17 Maart 1993 in
die Parlement ter Tafel gelé is, die koers van belasting
op toegevoegde waarde vermeld in artikel 7 van
genoemde Wet verhoog staan te word tot die koers van
14 persent, soos in daardie voorstel uiteengesit, vir die
doeleindes van die vasstelling van bedrae belasting
op toegevoegde waarde wat op die lewering van goed
of dienste op of na 7 April 1993 betaalbaar of geag
betaalbaar geword het, of op die invoer van goed in die
Republiek op of na daardie datum.

T.G. ALANT,
Adjunkminister van Finansies.

14731 —1
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Schemes to foot VAT hike_

THE Representative Assoclatlon of Medi- . |
cal Schemes (Rams) announced yesterday- ) HATHAYN STRACHAN
it would carry the costs incurred through Dental Association of SA and representa-
the increasé in VAT — even though it tlyes of private hospitals ahd clinics.
would cost schemes an extra R300m. - »+All parties expressed their dismay that
‘Rams, ékecutive director Rob Speedie N\govemment hadn't seen its way clear to
said the agsfciation had put up its scale of S affording VAT relief in respect of health:
benefits b3,64% — which would compen- ~; care ‘services — in. spite_of numerous
sate providers of serviees for the full effect equests to do so. %ﬁ:? :
of the VAT increase. - . | - h’“The decision to hike VA' thi care
He said the increase in the scale of bene- " (\bervices will add R300m this year alone to
fits and recommended schedules of bene- - claims paid by medi¢al schemes,” he said:
fits would Apply to services offered by thie Rams would publish its increases in the-
health caré professxons, private hospitals Government Gazette as soun’as possible,
and day clinics; following the “most un- Y but would in'the meantlme
welcome” hike in‘the VAT rate.
Speedie said th

ing with the Medical Association of SA, the

. = - - E. i taa
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NEWS IN BRIEF

GOVERNMENT will not be mak-
ing the HIV infection and AIDS
notifiable, in line with the AIDS
advisory committee’s advice,
National Health Minister Rina
Venter has told Parliament. She
says HIV infection should be
‘made notifiable only if linked to
mass screenings, which are not
feasible in SA.

Eirg 2(4/93

’ VI\<IIP defects to Ink

INKATHA gained its second MP
in the House of Delegates yester-
day when Tongaat representative
Michael Abraham left the NP to
become the fifth Inkatha repre-
sentative in Parliament, Abra-
ham is also a former DP member.

E,,._...J
LANE

Govt AIDS decisi@

/

Homeland assistance

THE four independent homelands
received R6,12bn in assistance
from SA during the 1992/93 finan-
cial year, Foreign Affairs Minis-
ter Pik Botha said yesterday. Bo-
phuthatswana received R2,3bn,
Transkei R2,2bn, Ven, 5,6m
_and Ciskei R914,Im.

l/'f-? 73
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Govt change§ stance
on VAT TatE datés

CAPE TOWN — Government has an-
nounced that the old VAT rate will
still apply for goods supplied before
April 7 but delivered before April 28,
reversing its previous stance.

The provision of a 21-day period of grace
follows urgent public representations, par-
ticularly from Sacob, which argued that
applying the new VAT rate to goods deliv-
ered after April 7 was administratively
complex and unjust,

Opening debate on the VAT Amendment
Bill in Parliament yesterday, Deputy
Finance Minister Theo Alant said urgent
representations had been received in the
last few days from vendors, whose com-
mercial practice it was to deliver goods to
their clients a few days after the sale
transaction had been concluded.

They argued the present provision in the
VAT Amendment Bill resulted in friction
between vendors and their clients, Alant
said. An amendment would be introduced
later in the session in terms of which the

supply of goods which took place before

SA gains doctors@
 SA GAINED a large number of
‘professionals last year, particu-
larly in the medical field, Home
Affairs Minister Danie Schutte
said yesterday. Last year 289 doc-
tors immigrated to SA against 35
who emigrated. FY

REPORTS: Palitical Staff, Political

Bl
ST a3

April 1, and where the goods were deliv-
ered within 21 days, would be subject to the
lower rate of tax.

Similar representations had been re-
ceived concerning lay-buy sales, and an
amendment would also be introduced on
this issue,

The legislation would also provide that
the old VAT rate would apply where the
agreement had been entered into before

[ ‘ TIM COHEN }

April 7 even though the goods were deliv-
ered at a later date.

DP MP Geoff Engel said during the
debate his party would not support the Bill
because government was steadily bastar-
dising a fine system of tax collection into
one that would become unmanageable.

Sapa reports he said government was
shifting a greater portion of the tax base
onto the poor. In addition, VAT on medi-
cine and medical services taxed misfor-
tune and misery, he said.

ANC-supporting Independent MP for
Simon’s Town Jannie Momberg said the
VAT increase from 10% to 14% was unac-
ceptable to the ANC.

It represented an attack on the living
standards of workers and the poor because
it shifted the fiscal burden onto their shoul-
ders. The increase was not only inflation-
ary, but would dampen economie growth

y reducing pending when
manufacturing production levels were
eritically low because of the recession.
. The ANC supported progressive tax-
ation which differentiated between taxing
on the capacity to pay, such as a progres-
sive PAYE system.

The organisation welcomed the exemp-
tion of basic foodstuffs, but believed there
should be more relief.

Essentials, including medicine and
medical services, electricity and water,
should also be exempted.

Generai affairs

expanded further

About 10500 members of the House of

CAPE TOWN — Agriculture, health and
local government became general affairs
yesterday, ending an expensive, fragment-
ed and race-based system of own affairs
management, House of Assembly Minis-

térs’ Council chairman Adriaan Vlok said
The ow! ir§ aspec are, h

ing and works were receiving attention,
and would be transferred to general affairs
early in the second half of the year, he said
in. a statement, 2’)[;0 214l 9 %
. An education Co-ordination service fiad
been implemented on April 1 to transform
thg prevailing system into executive re-
gional departments as quickly as possible.
~ Functions carried out by own affairs
administrations would be executed by the
equivalent general affairs departments,
The old own affairs dispensation was
being replaced by a more efficient, cost-
effective and decentralised system.

Assembly administration were affected by
the transfer of functions and were being
posted with the least possible disruption.
Funds for the newly transferred services
ad already been included in the 1993/4
udgets, of the recipient departments.
The Cape Provincial Administration an-
nounced yesterday that two own. affairs

functions, local government and_hea 5
had been handed to the CPA®
The effect of the transfer of o ifs

functions to the CPA means that 2 600 offi-
cers and posts of the administration of the
houses of Assembly and Representatives
now fall under the CPA.

All former own affairs Cape hospitals,
some of which had reen run on an agency

basis up to now, and all oral hygiene ser-"|

vices, have been transferred to the CPA, —
Sapa.
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TAX ON MOVIES

The unforgiilen

M 2413,

The great movie tax saga has come a step
nearer to its close. The FM has learnt that
the judgment of the Transvaal Income Tax
Special Court, in the important test case over
the movie Jake Speed, has gone against the
taxpayer, The Special Court reached its de-
cision on the basis of Section 103 of the
Income Tax Act, the general anti-avoidance
Section, .

The movie saga is a case history of how not
to manage a tax system effectively and how
to achieve maximum ill-will between Rev-
enue and taxpayers. It started with highly
favourable rulings given for the making of
King Solomon’s Miries and culminated in
the enactment and subsequent amendment
of Section 24F of the Act, which provided a
more restricted and highly regulated basis of
deduction for movie expenses.

In March 1989, the exporter’s allowance
previously granted under Section 11bis was
severely curtailed. This spelled the death-
knell of movie schemes as previously struc-
tured,

During the heyday of the movie schemes
in the mid-Eighties, the promoters of
schemes would form, typically, partnerships
en commandite, with the investors who wan-
ted a tax shelter as undisclosed partners, The
cost structure of the movie syndicates was
manipulated, judiciously in the more reason-
able ones, recklessly in others, to create a

- ()

heavy front-cnd load to the financing and
hence the cost structure,

This type of structure, coupled with Sec-
tion 11bis, could create significant gearing
effects, though substantially less under Sec-
tion 24F than previously. Before Section 24,
every rand invested in a scheme could yield
the benefit of three, four or even more-rands
of deductions, with a tax saving of half or
even more of the deduction, depending on the
tax rate applicable to the participant; this
even allowing for the loss of the taxpayer’s
original stake. But, after the enactment and
amendment of Section 24F, the benefits
would rarely have been in excess of three
times. ’

Over the years, deductions claimed seri-
ously eroded the tax base and there was great
irresolution at Revenue as to how to assess
the tens of thousands of returns claiming
movie-related deductions,

The departure of one Minister of Finance
and the installation of another, free of any
possible embarrassment related to the prob-
lem, has afforded an opportunity for govern-
ment and Revenue to get off the hook — this
through a rough and ready compromise
which would give taxpayers some benefit
from the deductions claimed, even if it falls
far short of what some might well be entitled
to in strict tax law. A promise to make a
general offer of settlement was held out by

Finance Minister Derek Keys in his Budget
speech.

Many taxpayers have sound cases for be-
ing allowed their highly geared deductions
on the basis of the law as it stood at the time,
often on the additional basis of favourable
rulings by the Commissioner. While those
rulings are binding only in cases where he
has a discretion to grant a particular deduc-
tion, in other cases assessing against the
tenor of a ruling should be regarded as a
serious breach of trust.

While it is true that the applicability of
Section 103 has to be decided on the specific
facts of a case, the result in the Jake Speed
case may tempt Revenue to be less generous
with the promised general offer of settlement
than if the result had gone the other way. .

There were indications, well before the
Jake Speed judgment, that Revenue would
offer one rand of deduction for every rand of
money committed to a movie scheme and,
most important, coupled with a waiver of
penalties and of interest on insufficient pro-
visional payments made on the assumption
that a scheme was valid.

At the time most money was put into
movie schemes, companies were being taxed.
at 50% and individuals at 45% or even 50%.
So the actual benefit from a one-to-one
allowance would be around a half, This, says
one tax specialist, would not be enough to

cond —P

A
Keys ... free of
embarrassment

2/4/93.

m

persuade large taxpayers presently i thé

stocks to settle, though the smaller fry might
take the bait, To tempt the big players, the
minimum that would be required is of the
order of 1,6 to one, which would yield a
benefit of around 80% of the money commit-
ted. Ideally, an offer of two to one could be
relied upon to persuade almost all taxpayers
to settle.

Any basis of settlement will almost cer-
tainly be formalised through a specific
amendment to the Act, which would provide
Revenue with an unambiguous set of guide-
lines for assessing all the taxpayers involved
in movie schemes, This would presumably be
announced by a press release once Revenue
has reached a decision on the basis for a
compromise. Robln Friediond




I conc
e -for:1ay-by -purchase
STeonitracts were entered | .
tore April«7, the:10 pers |
fore A sl for thie |




. pressure are all grounds for pes-

3.

No relief on the horizo

4=y,
By REG RUMNEY
JUST when business thought it was
safe to go back into the water the fin
of further recession is seen skimming
the waves ahead. . :

The Budget Review, released with
Finance Minister Derek Keys’
speech, assumed a measly growth
rate for this year of 0 to 0,5 percent.
Only weeks after the tabling of the
Budget that higher figure already
looks optimistic. .

A rather contractionary Budget
designed to tackle the country’s
structural problem of a burgeoning
deficit, continuing recession in world
economies, and an outflow of money
which puts foreign reserves under

simism. 1
Many economists are expecting
either zero growth or a slight con-
traction in the economy this year.
And that comes after two previous
contractionary years. SRS
. For one thing, the Budget’s -
increase in Value Added Tax, an
increase, through fiscal drag, in
income tax, higher excise and fuel
taxes, and the capping of public ser-
vice pay increases to five percent will

alt hit ordinary consumers in their

pockets. :
Private consumption expenditure,
which has be¢n the main motor of
growth, looks likely to stall as con-
sumers pay off or consolidate debt.

_ Frankel Max Pollak economist
Mike Brown reckons the Budget, by
taking R6-billion to R7-billion out of
private consumption spending

e,

" through taxes, knocked 0,5 percent

real growth off gross domestic prod-
uct, the key indicator of economic
activity. R

Pre-VAT increase buying may
give a temporary fillip to sales of
some durable goods, but that will be
followed by a steep drop after April

So the ouflook is bleak. Comments
Rand Merchant Bank ' chief
economist Rudolf Gouws: “We

Chris Stals .. No rates hike —yet
would have to have a prefty strong
recovery in consumer spending in
the third and fourth quarters of this
year to have positive growth.” = *°

Real government consumption
spending will decline, and fixed
investment won’t recover this year.
Monetary policy will remain tight. ~

Indeed, Reserve Bank governor

N
September pean Monetary

Systern erisis sent the dollar soaring,
Short-term outflows have resulted
from a switching away from more
expensive foreign trade finance to
cheaper domestic finance and a situ-
ation of “leads and lags” where
importers hurry up paying for goods
while exporters drag out payment in
expectation of getting more rands,
says Southern Life chief economist
Mike Daly. . . E
‘Daly says South Africa stands a
~good chance of hitting a cashflow
problem later this year. However, he
notes that Stals has access to R5-bil-

fion of foreign interbank credit to

.boost grossreserves, - . - .
Stals: told .an Afrikaner
Sakekamer meeting this week the
~continuing decline in reserves since
‘August last year had not only put
- pressure on the exchange rate but

 Africa’s gold and foreign exchange

Chris Stals looks as if he will put Was also draining liquidity from the

‘more interest rate cuts on hold indef- System and putting pressure on

initely. In theory, Stals should con- interestratestorise. ° .. -
sider a rise in the bank rate, the . I
Bank’s mechanism for influencing *ically a step with enormous conse-

interest rates to protect South quences, unlikely. However, a fur-
ther cut in interest rates soon is now

Teserves. N 2 not on the cards. Gouws adds that

. An incréase of R1,7-billion in ~ interest rates have never risen in the
South Africa’s reserve-relatedliabil. ~Iatter stagesof arecession, and if they
ities and small positive valuation did it would be a temporary mea-
adjustments meant the gross gold T e ey
and foreign reserves fell only R1,3-

"To 4dd fo the woes of the.man-in-

" billion in the fourth quarter of last the-street, the Budget’s excise and

year, according to the Reserve fuel tax increases — and the four

Bank’s quarterly report. " -“percentage point VAT rise, tem-
- For 1992 as a whole, total net for-  porarily — will push up inflation,

eign reserves fell by R2,3-billion, which has fallen to single figures.

At the end of last year, South  But, if Nedcor chief economist
Africa still only had sufficient gross Edward Osborn is right, underlying
gold and foreign reserves, at R11,2-  inflation—asmeasured by the year-
billion, to. pay for around two on-year consumer price index — is
months’ imports. Reserves fell last around 12,5 percent rather than nine
year because of the deterioration in or 10 percent. Osborn expects infla-
the capital account of the balance of tion tomove up to about 13,5 percent
payments. . . from April onwards.-

Reserves have come under more
pressure because of the recent sud- real interest rates — adjusted for
den strength of the dollar. The rand  inflation — are actually not as high
has fallen around 17 percent since as they might seern now.

Daly considersa risein rates, polit-

That’s bad news, but it does mean

0




By BARRY STREEK
: Political :Staff

PEOPLE gu11ty of late tax returns‘ ﬂa way that would. dlscourage
< productivity

Flhance Mlmster Mr- Derekf basic level thiete is no wa c‘bqldy -
sald yesterday )

“The level of tax: morallty wou not|
, permlt ustoruna syste
~-on‘declarations.

““International exper nC
o ployment rel_ated ‘taxation
; W

enswn between taxpaye-
artment of. Internal Reven

copbe ool brlten
ngust 31, 1993; and. for which:: labour infens
jent has yet been’ rendéred
ssion will also apply to tax:-
‘have neglected to/régister:

was because the spen
- gets-were outside ‘the::normal’ oper-:
ationsof. the departments which’ made’ i
the progr fithe: ets di 1]
perficlally attractlve ‘have a tax'sys { i
tem thatifavoured:business taxpayer: {
‘w1th *hlghe umbers of. employers +-was ha




e S

ector

AT 3493
getting hot under the collar -about.

ters” housing allowances, South!Afri-

Cabinet'ii :
cantaxpayers should be attacking the snake-eyed,
slithery-tongued fiscal carpetbaggers in the pri-
vate sector.

So says tax expert Costa Divaris in'the latest 18

sue of Juta’s Taxgram,

Cabinet ministérs’ packages are pﬁbbably mod-

@st. by, boardroom: standards, he says. South. Afri-
¢ans who are really concerned about.wastage
should: be -“knotting their knickers from the- other
end”. They should bie protesting against the cease-
less pouring of taxpayers’ money into the ‘insati
5 of :companies benefiting fromvarious
“tax-incentive schemes. ’
“The- current political struggle is a: mute
compared with the feeding frenzy of vested: inf
s ripping-out huge; gory chunks of the: quiverin
,-says Mr Divaris: - =i )
hunks” include General
ive. § (GEIS). export-i
frauds; protectionism,
abuses ‘of ocal conten
cles;:* A S
: ;e says, “never bring forth any-
turnied palms :

'the, “immediate, overnight” re-

:protection. Inefficient industries
would,go to the wall — and good riddance, he says.’”
‘What about:the jobs lost? “The jobs are going

* anyway. We can't hide behind jobs forever.”

M Abuse of GEIS is calculated.to have; milked...

. .the economy of hundreds of millions of rands.

““The Department-of Trade and Industr hasi'to
3 aud, .
amotinting to- R136 million —just’the"tip;'of ‘the

- iceberg. . \

* “Tn regard to cases of traud under GEIS; refunds -

are‘demanded from claimants:who'haveacted:ill

inivoicing. In‘some ¢
sidiaries sold goods
at inflated:prices.




+:{Sacob); hds saved ifs'me
- others; possxbly millions of. ran

« these purchiages,

THE 7SA™ Chamber . Of Bu_smess g
s, and

+Goods and serviees purchase be

;fore-April 7, when' the'; AT rate!
increases from 10% to %, but de-;
“livered: before: Apnla :

the old’VAT rate of 10!

Sacobinitiated an ad:
régulations; s saying tha
admlmstmtlvely




THE Government and trade unions
are on a collision course over the
refund of more than R1-billion in Site
tax which companies have over-
charged workers since the tax was
mtroduced in 1989,
ioner of Inland R

g Hannes Hattingh says workers will
be refunded only the tax over-paid in
the current year of assessment.

“We cannot give tax refunds .all
the way back to 1989,” he says. “This
is not allowed in terms of the Income
Tax Act. Once the tax is ded

that is the final payment.”

Receivers’ offices are reported to
be dragging their heels over the re-
funds to an estimated 3,8-million
workers for last year.

More than 60% of workers were
found to have overpaid Site, based on
a sample of 5000 IRP2 forms by
Workers Tax Censultants. The blg
gest culprits are South Africa’s
largest employers: Transnet, Tel-
kom, Eskom and the police.

David Heyman, managing direc-
tor of Workers Tax Consultants,
which is claiming refunds for tens of
thonsands of workers from 15 trade
unions, says that in spite of many
applications for refunds each month,
oﬂ@uﬁ are rti

ands

Cosatu : negotiation co-ordinator
Jayendra Naidoo says it is unaccept-
able that workers are still heing
overcharged Site tax because com-
panies do not have the correct infor-
mation about their marital status
and dependants. :

“The whole tax system needs to he
revnewed, not merely Site,” says Mr
Naidoo. “Tax miorey is being wasted.
We are getting precious little for our

After initially refusing any re-
funds on legal grounds, the Commls-

\

g
By CIARAN RYAN ~ "
A working group was established to
determine how to repay lhe over-
charged tax.

Mr Heyman says. “'l'he commis-
sioner for Inland Revenue and the 34
receivers’ offices are sitting on their
hands. BRI

“The Government is terrified that
it has another tax revolt on its hands,
similar to the one over VAT. It has no
idea how it will pay back this money.

“This money is owed to the poorest
section of the community. Any re-
fund is not spent on perfnme, it ls
used to buy food.”

Site, similar to Pnye, ‘was lntro-
duced to simplify the deduction of
tax from those earning under
RI2000.a year. The threshold has
since been raised to.R50 000. It is not
a different tax, only a different way
of collecting it, says the Depamnent‘_
of Inland Revenue. ‘

But it is indeed different, says Mr 3
Heyman, because Site, unlike Pa e, g

is non-refundable. IR i &

The onus is on employers to ded A3
Site and to get workers to fill out‘an’;
IRP2 form. But because many wnrk
ers are illiterate the forms are nften 4
incorrectly completed. -

Mr Heyman says employers hg
not recorded the correct marital sta.

sioner for Inland R
that the over-deduction was morally
wrong and agreed to refund workers.

tus of employ

children they support, mnlting
the averpayment. E




> Sorry we raided

for. battleravaged villages.

ists all over the count
sick and injured.

| Angola.

S A pilét sforking with the United
J Natiops in _Angola, Warwick Sparg is
)| part of the team that provides a lifeline

K o And mww this_ E.%nwm_ father :w» two,
I flying personn over the war-
{ torn country is all in a day’s work,
WM Wmﬂh Emﬂ_umwwc of the UN MM“_—.E
Fat gramme areas cuf by
| fighting, carries dignitaries and journal-
and has been on
s to airlift the

1t is this dedication to helping others
that has earned Mr Sparg a prestigious
award from the Hungarian goverament
for flying a critically E officer out of

| In December 1991 — his first month

on the job — Mr Sparg was the only pilot
{| in Angola. He was called on to fly Hun-
garian national Ference Mathys, a
member of the UN peace-keeping

GRATEFUL THANKS: Warwick Sparg proudly shows the Hungarian

QOfficers’ Cross of Merit Picture: ABDUL SHARIFF

THE Department of In-
land Revenue has
apologised to sports
promoter Peter Man-
cer for a raid on his
home this week, but
he will still have to fur-
nish details for the
past :xm years of his

| By KURT SWART |

in open court and he has
nothing fo hide. He has
given the receiver the as-
surance that he will assist
their investigation,” he
said.

Mr Teubes Prinsloo,-

chief director, ovmnm»_aum_
for the D of In-

from dog licences to

land mmemi.m. said the de-

Officials gained entry to
Mr EBBmME Lambsion,

nesday morniug by telling
bis elderly mother — who
has a heart condition —
that they were friends.

One of the’ officials wag,
Mr  Frikkie ; Badenhorst,

R1,5-million conrt case
against Absa and coincided

with raids on the offices of |-

his attorneys, Bell, Dewar
and Hall, and his m._EoS..
Mr Raiph Heliman.

The officials said the ||
search — in terms of sec- |

tion 72 of the Income Tax
Act — was part of an inves-
tigation into tax Emm:_hﬂ
tes.

Told they would =mmn a
ecowri order fo remove
privileged documents from
the attorneys’ offices, they
left empty-handed.

On Friday, attorneys
who asked the Department
of Inland Revenue to inves-
tigate Mr Badeshorst’s in-

o forces who had
if hepatitis, to Johannesburg.
1 “Two days earlier, I had
| airlifted Ference ant of

Jwanld survive,” said Mr
|| Sparg.

4 “Ihad aiready Hown for
;| more than 12 hours that
1 day, but agreed to do the!
f six hours to Lanseria”.

Refugees

En route, Mr Sparg
arranged by radio for an
1 ambulance o meet his air-

Mathys because of an
unpaid acconnt by the UN,
he offered to pay the sick
%m medical bills him-

“Had I not agreed to fly
that night the delay on
landing conld fiave been
detrimental to Ference,”
e said.

Last week Mr Sparg was
presented with the
N Efinpre’ e AF

hy [ =

Call to pu
economic crime

LAWYERS are debating
sweeping changes to the
way the law is applied to
economic crimes.

One of the most contro-
versial suggestions is that
the right to remain silent
be scrapped.

It has also been suggest-
ed that the profitability of
erime should be thwarted
by making criminais repay
those who were ripped off.

By CATHY STAGG

legal profession at recent
seminars, some of which
were convened by attor-
neys — while South Afri-
ca’s first symposium on
mnonEEu crime wag host-

by auditors EPMG

Shenang bysgp etne
Hkttorney-GeneratTor the

ls of
their assets should include
those not directly acquired
through crime.

Secrecy
H colprits deliberately
dragged out their trials,

Kilaus von
Lieres, 8C, who spoke at
the Feburary conference
and the chairman of the
Transvaal Law Society’s
criminal law committee,
Mr PC Langenhoven, wha
hosted a symposium iast
meonth, both atiributed SA’s
siek iety to decades of

t bite on
Shveg wdas

organisations which chose
not to act against crimi-
nals because it was time-
consuming and costly — ai-
lowing conmen to get off
scot-free.

But while prosecuting
eriminals was essential, he
suggested it was more
cost-effective to prevent
crime.

He called for a pro-
active crime prevention
campaign instead of an

apathetic 1 dye attl-
tude.

Head of ice for
Serious Econo: ffences

Jan Swanepoel, SC, also
called for more private-
sector invoivement in com-

e econamic orime.

in the raid were
told that it was “coinci-
dence”, but that he had
‘been removed from the in-

ter signed by Mr Frikkie
Badenborst asking him to
furnish staternents of all
assets and liabilities be-
tween February 28 1986,
and Febrnary 28 1932

To comply with the de-
mand, Mr Mancer must
provide details of money
spent since 1988 on items
such as haircuts and
beauty ' ireatments, hob-
bies, gramophone records
and sports equipment.

Specified

The five-page schedule
~tax officials said it wasa
“standard form and a stan-
dard procedure” — cOVErs
every aspect of daily life in
minete detail.

In addition to details nm
bond and car pa;
also makes re

to Mr Emunmn and his at-
torneys for certain aspects
of the raid. -

Mr - Mancer _was

W‘_.\ﬂﬂwmt, Celeelaz -

u.\m\

m__an_ﬂma " about
the latest salve in what he
believes is a personal ven-
detta against him.

“There was no need for
false pretences. If the tax
officials had identified
themselves, I would have
let them in but, as it is, Ty
mother was so upset by the
raid that I thought she was

the raid we called a doctor

and she had to be sedated,”

Mr Mancer said, -
D:E.m Jjudgment in the

Rand Supreme Court last
week, Mr Justice Hartzen-
burg said Mr Mancer was a
victim of circumstances,
canght in a fight not of his
making.

The real battle was be-
tween Absa’s Mr Baden-
horst and former Allied

million sponsorship pack-
age of the Allied yacht in
the 1990/91 BOC yacht race

hEﬁﬁZIOzw....m R100m .ﬂwcumm‘ See Business .:_smm

home

was a sham to obtain un-
lawful tax benefits for
Allied Bank.

“Absa investigated me
in London, Australia, New
York, Rio de Janeiro and
Urnguay,” Mr Mancer said.
“Contracis were cancelled,
my reputation was tar-
nished wua Ew business de-
stroye

Yesterday Mr Piet
Badenhorst declined to
comment, saying it would
be “improper at the cur-
vent stage in the legal dis-
pute between him and
Absa for the various issues
to be anupmm in nrm

o Jmediah S 7 i

In the

.-.Im Q-QDWN.—l_.m -uO_w OOZZO-mmmC

traditional 20s tin.




I rrikkie - Badenhorst,
son of Absa’s chief execy-
tive, Mr Piet Badenhorst,

The . raid came a week:]

after Mr Maticer had wina
Rl,s-millioixftcourt “case
against Absa and coineided
with raids on the offices of
his attorneys, Bell, Dewar
and Hall, and his auditor,
Mr Ralph Hellman,

The officials said the
search — inl terms of sec-
tion 74 of the Income Tax
Act — was part of an inves-
tigation into tax irregulari-
ties.

- Told they would need a
court order to remove

" | privileged documents from
the attorneys’ offices, they .

left empty-handed.

On Friday, attorneys
who asked the Department
of Inland Revenue to inves-
tigate Mr Badenhorst’s in-
volvement in the raid were
told that it was “coinci-
dence”, but that he had
been removed from the in-
vestigation.

During  the raid, Mr

Mancer was handed a let-

ter signed by Mr Frikkie
Badenhorst asking him to

furnish statements of all |
assets and liabilities pe. |

tween February 28 1986,
and February 28 1992:
To comply with the de.

mand, Mr Mancer must |
provide details of money.
spent since 1988 on items |
such as haircuts ang -

eauty. tréatments,  hop-
ies, gramophone records
and Sports equipment.

Specified

The fivé-page schedule | |

— tax officials said it was
“standard form and a stan.
dard procedure” — covers
every aspect of daily life in
minute detail, - -

In addition to details of
bond and car payments, it
also makes provision for
amounts spent on grocer-
blankets,. Bewspapers,
pocket money, garden

tools, cinemas and home |-

movies:."
Preésents ' and gifts ‘to
fami_ly also have to be

specified, along with pay- 1+
ments for pictures and or-, X
: | naments, garden tools, I
; | sheet musie, school fees,

drycleaning and laundry,
cosmetics and donations fo
church and charity,

Mr Mancer has three
weeks from the date of the
letter — March 30 — to
provide the receiver ‘with
the details, .

Yesterday - his lawrver
said Mr Mancer had “ig.

formed the Departritent of .

Inland Reverue fhat he
would “give them every-
thing”, Lo

“Every document, 411 his

books, have heen inspected |

les, soft drinks, cigarettes, - 3

VTHE; CIGARET
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expensive tobaccos for

. your smoking enjoyment.
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i-m ‘deputy Minister om Fi-
=w=nm“ Dr-Theo Alant, says that
|~ where an invoice has beef is-
#."sued, or a payment made for
[ goods before April 7 and these
..goods are delivered.'on or be-
fore April 28, the old VAT rate
- of 10 percen; will still apply.

. This moye will 'be of particu-
- lar benefit. to- the motor indus-
'+ try. The increase in VAT from
10 vmnomnn to 14 percent has.re-
sulted in an upsurge in orders
for vehicles.

“Thé industry has been com-
plaining that- it will not able
to deliver them before’ April 7.

Motor dealers and others who

can deliver only a few days
i after recéiving an order .will

goods today and, tomorrow, if
“-they are-ope

t.
inance- Derek
“clarified the po-

“ ‘now be able to continue selling -

for delivery in:
“the next thre smmwm. at a. <>._.,

“clared by 2.55, ;
- This’ will ‘enstire. that the ..bx
" position of - ‘these ‘mines will re-
- main unchanged.
v Keys says there is no inten-
tion of changing. the present'desf-
-* inition of dividend with:regard
“to capitalisation shares. *
- Where shareholders have the
~option of taking capitalisation
ishares or ‘4 cash dividend;:the
~capitalisation shares will niot be-
regarded as dividends,: but the’
‘amount taken as-cash will be. ..
-* Dealers says the clarification
of the situation could lead to
~mmany more companies offering
.shareholders the option of-tak-
““ing nwn.»mrumsg shares; or cash
».-dividends.:«

This would contribite to com-
-+ panies ploughing back more;

Um_.mx Keys . . . new mv\mnm_.: money, in addition to the sav-
~irpproves cash flow ‘of com- ings arising from the cut in

v panies

STtion over payment of divi-
dends by gold mines which do
" not adopt the dual tax systerm. - .

Keys has refused to make any
changes in rules concerning the
_payment of secondary tax on
~companies- (STC) — the tax
g-:wmn to Sw uw%ocﬁ om divi-
dends.
He "claims . that the new sys-
tem improves the cash flow of
‘com iés and more than off:

Keys says the Ew._oﬂ:“% of
shareholders of gold mines are
companies. In order to achieve
the objective of leaving-those
old mines which elect to retain
ithe. present tax formula in the
saine position, it is Y10 “sets the burden of STC.
‘allow a credit to their corporate. "~ gT¢: fay “nominally
“shareholders for dividends de- ' ya5t year's tikx payment to more

o

company tax from 48 to.4(
cent. . %

cwmmw,@

n_ﬂmu 48 percent.
By the time last wmm:.m &S.

dends are paid, the reduced tax

‘rate on company profits will

provide immediate cmzmm:.m and

‘ offset the STC.

Keys says that in view of Em :
long-term benefits of the lower -
tax rate and the concession, to
backdate the. first dividend -
n%&m ‘to Septerriber 11992, no
further no:nmmm_czm can um Emc. i
m—ma or afforded.

-+ ‘The Commissioner.for F—w:m
:. .Revenue will ensure that com- .
panies applying to change their
i years of assessment to take &d--
vantage of the lower tax nmam 5
will not benefit from w .
" .change. . -
‘Dividetids credited to doan ac-
counts prior to March 17 1993 -
‘will be dealt with by the revised
equivalent of the former Sec-..
tion (8b) to ensure thatupay-
ments from loan accounts,
which are in essence distribu-™
tions of profit, do not escape

STC. ’ A

. . Keys. says it.has:always been :
the objective to éxclude foreign-
sourced profits-from the base of
STC because these profits do.not -
. enjoy the benefit-of the Tower
" normal tax rate . sl
This objective S-:doi be
achiéved by, allowing all foreign
eﬁnm:n@ as a credit against ;
. dividends declared.




Keys blames bureaucratic logjam

CAPE TOWN — A total of R685m
earmarked two years ‘ago by govern-
ment for job creation projects is lying
idle, despite the desperate situation of
millions of unemployed.

Finance Minister Derek Ke}s disclosed »

in Parliament that the R685m was the
unspent part of the R1bn allocated in 1991
to government departments for labour-in-
tensive projects.

Speaking during the first readmg on the
Budget on on Friday, Keys blamed bureau-

cratic logjams and lack of community in- -

volvement for the lack of success so far in
creating jobs.

While the R685m had been commltted
spending had been slow because spendmg
targets were outside normal departmental
operations, and because it had been diffi-
cul(ti to _get community co- operation, he
sai

Keys conceded that the impact of the
Ribn allocated had been “slow and smail”,
For'.this reason an additional R60m had
been allocated in this year’s Budget to the
National Economic Forum for job creation
in the hope that it would use the funds
more effectively.

He :emphasised the mlportance of non- .

governmental, organisations . jntegrating

with government departments to ensure'

effective“delivery of finance to address
socioeconomic backlogs.

Regarding the introduction of the secon- '

dary tak on companies (STC), Keys insisted
that no relief would be forthcoming for
companjes whose year-ends fell shortly
before or on March 31 despité their com-
plaints that they would be prejudiced by

8[0/3‘1 SI¢73 .

“"dividends declared by these !

| . * ' LINDA ENSOR * ﬁ )

“the implementation of the tax. B
These companies had claimed that they
were obliged to pay the tax on dividénds
out of profits taxed at the old tax rate,
Keys said this view ignored the cash
flow effect of the amendment, as the earli-
est date for payment of STC would be July
31, 1993 —after or shortly before the first

) payment of provisional tax for the next

year. 2

“The provisional tax will be calculated
at the new company rate which is eight
"percentage points less than the old fate
and which will provide an immediate bene-
fit to the company,” Keys said.

A concession to backdate the first divi-
dend cycle to September 1 1992 had al-
ready been made. Jh

Applications by companies to have t.hexr
financial year-ends changed to take advan-
tage of the lower rate of company tax
would be approved in such a way that the
change would not provide any tax benefit
for income which would otherwise have
been subject to the old rate of tax. &

Corporate gold:-mine shareholders elect-
ing to retain the present tax formula rath-

ier than adopt STC. would be-credited-for
esto‘k X p’ |

their tax position the same." .
Keys said the treatment of £oreign divi-
dends had been changed from the originat
proposal to allow all foreign dividendsasa
credit against dividends declared in order
to remove them from the STC base. This

" was necessary, he said, as they did not

C¥o Page 2

T

Logjam&©™43 .

benefit from the lower normal tax rate.
Scrip dividends would not be subject to
STC, but if a cash option was taken up the

cash would be taxed.

Calculation of the net amount subject to
STC would be based on the date of divi-
dends declared and the date on which divi-
dends to be received were declared.

Keys announced a moratorium on penal-
ties for the late submission of tax returns

due by August 31 1993.

%&me Page':':lﬂ
An Inland Revenue spokesman said at;

come forward,

ered by exemptions.
@ See Pags 3

the weekend that the measure would en~
courage people who failed to register as.
taxpayers out of fear of heavy penalties to -

The measure would also encompass late-
submissions of returns, but the spokesmati’
said most outstanding retucns were cov-'_‘



Unbundling measures could

CAPE TOWN Inland evenue is consider-
ing structiring its draft legislation on unbun-
dling on the declaration of dividends in specie
—- a special scrip dividend — as a way for
groups to get rid of their pyramid structures.

An Inland Revenue spokesman said at the
weekend that no finality had been reached on
draft legislation to support unbundling but
that it would be ready shortly.

. Finance Minister Derek Keys said at the
conclusion of the first reading on the Budget
debate on Friday that draft legislation to sup-
port unbundlmg would be introduced during
-this parliamentary session.

Unbundling measures would 1mt1ally apply
to groups with a listed company, but he would
consider extending them to unlisted com-
panies if they were effective.

The Inland Revenue spokesman said consid-
eration was being given to structuring the
draft legislation on the. basis that holding
companigs which stood between the trading
company and its ultimate parent company
could declare dividends in specie up the pyra-
mid ladder to the parent company without

focys on specnal %[gjnp gyld%nd

" LINDA ENSOR~

being liable for payment of the secondary {ax
on companies and of non-resments tax on
interest. .

«~-..Long-term assurets, which paid tax on divi-
dend income, would also be exempted from
paying tax on the dividend in specie received.

The Inland Revenue spokesman said no fi-
nal'decision had been taken on whether to
limit tax exemptions to a specified percent-
age shareholding, as was the case when the

~<moratorium on the payment of stamp duty on

-lntra-corporate transactlons was introduced
in the late 1980s, ..+ Py

In this case, only where the shareholdmg

“~was 75% or more were the transactlons
‘exempt from stamp duty.

<2 ]t was likely that exemptions would initial-
ly. be effective for a limited penod with the

. possibility of extensions later, it ;-

Exemption from stamp duty, imtially in’

effect for one year, was extended twice and
had been helpfu} in cleaning up corporate
structures, the spokesman said.




| :increase and today’s. 1mplementatlon

h APPE consumers have bel
unable t0 take advantage of the few weeks’
warning that the VAT rate would be if-
creased from 10% t6 14%;

Retallers sard yesterday they were sur- -
prrsed that sales had not increased signifi-.
cantly-in ‘the, mterrm period hetween the
-March 17 Budget Announcement of 4 VAT

. Shops were blrsy yesterday, biit figures

. were unllkely o-fe iftichof
.they said. - m @‘@%
‘Last month &tariers said they weré ex-

- pecting ‘a mxm-Chrrstmas" before Apnl %
but warned that the boom woiild be short-

; lived asisales would probably slip to lower

than buhgeted levels after mtroductlon of
theé: new:VAT rate Ly

Since increase ‘fn VAT - was an
noiinced; sales of big ticket items, partieu.
larly furni 16, white goods and cars had
‘been buoyant. But sales of food and cloth-, :
* inig had niot shown any / dramatic increages:
. Pick 'n Pay’ deputy MD Sean Summers

p over thie past
week, bt {his probably was the tail énljof
month end shop ing; The average constim:
er was ‘short of ' cash, with -all aVallaIx)le
tesourées; ineluding credrt used up- K

* Wooltru finance manager Jofin Latles
said his§ group had been dISappomted at'the

- leve] of sales.

OK mirketiiig director Arthiir’ Soloi‘qon
reported an inerease i sales bécause vof
presVAT bitying

National - Automotive Dealers Assopi-
ation'chairman Ray Nethercott said tHere
had tiot been- much movemest’ over,ithe
past few'days; but March-had been et
tionally good: Salés were up by

month. ol mofith, -About 10% " of! the, jn- :

crease came from pre-VAT biiying.
Furniture ‘Traders’ Association exeéu-
tivé difector Frans Jordaan saidno figures
weré: aVallable yet, but he heliéved furnis
ienced fairly buoy-

e ———
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i comipaniés (STC), Inland

Hannes Hat-

Loans or. advances:to shareholders
would presumably bé:deemed 40'be
;. dividends;" declared:: by a’ ompahy, 5
S for; the _purposes-of STC.

“Kessel Femstem ‘tax pa er: Br-.
‘nést Mazansky. said Finance Minister:
Derek Keys had. mdicated +he repay.

shareholders, .which;
sometlmes ‘took place:in lieu of divi:
ndfpayments presented a’ problem

|#not; yet ‘¢lear! what, rm’ they ‘wolld
“taker and whether they:would closely'




SHOPPERS took advmmge of v!he last few 'hours

. rbefore VAT .rose to 14-percent—= wuh big:items:
"enJoymg priority-

Although the.rain may, have put a bll of a: damper
on sales, tHiere was evidence.that people lookmg for.
new cars.or household ifems were making sure they
‘had made:their purchases by today. .- .

MrGraham Jamieson, manageroanendly Fordm

‘Diep River, said things had been: “chaotic” there wnh -

30 carshavmg been sold since. the weekend.

“a-few ‘custoriers had
 eyelevel ovens and bedsets before 14 percent VAT )

“People die spendmg alotofmoney. Anythm gthat -
His avallable is being sold,” he sald

Household items

Mr Christo Smenkamp, ‘manager of Glddys in

Bellville, specna]xsmg in Household items, §aid qmte
ned “out :to, buy“fridges,

was introduced.
Giddys in M\tchell’s Plam said busmess was as

R ,L,damp

¥ Big items get priority in rush._
before the 4% increase - @ :
Supennarkets on the other hand repon y “bat
normal trade”:5 . &
At Piek’n Pay, Claremont, most cus!omers ap-

peared to-be ﬁllmg their shopping baskets with the |

usiial household itéms; the manager there-said.
M Bairy Martin;manager of the Ottery. Hypermar-
' ket, said many people were asking whichritems were
VAT-free but added that the “weather is a-bit of a

2

Atthe Dion’s store mWynberg, where al percenl
dlscount wag onoffer, there were qune a few feet in
-the, store” {he'manager: said, - .
The manzger.of Bradlows m Cl aremont sald sales
had certainly pxcked up:prior to'the VAT:incréase:
People wefe concentrating on large iterns sich as
diningroomsuites; hi-fisetsand televisions; onwhich

the four percenl increase would really ‘count; ralher‘

. lhan smallern- - 3 P
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MINISTRY OF LAW AND ORDER MINISTERIE VAN WET EN ORDE
No. 575 8 April 1993 | No. 575 8 April 1993

GRANTING OF SEARCH POWERS TO AUTH-
ORIZED OFFICERS OF THE CITY COUNCIL OF
NIGEL

By virtue of the powers vested in the Minister of Law
and Order by section 2 (2) (g) of the Control of Access
to Public Premises and Vehicles Act, 1985 (Act No. 53
of 1985), which powers have been delegated to me in
terms of section 5 of the Act by Government Notice No.
1631, dated 20 July 1990, published in Government
Gazette No. 12647, dated 20 July 1990, |, Sebastiaan
Johannes Jakobus Smit, Deputy Commissioner of the
South African Police, hereby determine that authorized
officers of the City Council of Nigel, may search per-
sons for the purpose of granting permission to enter or
enter upon premises or vehicles which are the property
of, or are occupied or used by, or are under the contro!
of the City Council of Nigel.

S.J. J. SMIT,
Deputy Commissioner: South African Police.

VERLENING VAN DEURSOEKINGSBEVOEGD-
HEDE AAN GEMAGTIGDE BEAMPTES VAN DIE
STADSRAAD VAN NIGEL

Kragtens die bevoegdheid verleen aan die Minister
van Wet en Orde by artikel 2 (2) (g) van die Wet op
Beheer van Toegang tot Openbare Persele en Voer-
tuie, 1985 (Wet No. 53 van 1985), welke bevoegdheid
ingevolge artikel 5 van die Wet aan my gedelegeer is
by Goewermentskennisgewing No. 1631 van 20 Julie
1990, gepubliseer in Staatskoerant No. 12647 van 20
Julie 1990, bepaal ek, Sebastiaan Johannes Jakobus
Smit, Adjunkkommissaris van die Suid-Afrikaanse
Polisie, hierby dat gemagtigde beamptes van die
Stadsraad van Nigel persone mag deursoek vir die
doel van verlening van toestemming tot die binnegaan
of betreding van persele of voertuie wat die eiendom is
van, of geokkupeer of gebruik word deur, of onder die
beheer is van die Stadsraad van Nigel.

S.J. J. SMIT,
Adjunkkommissaris: Suid-Afrikaanse Polisie.

DEPARTMENT OF STATE
E NDITURE
No. 587 %) (V10)  8April1993

- Statement of nue Cted during the period
1 April 1992 to 28 February 1993.

Treasury, Pretoria.

‘No. 587

DEPARTEMENT VAN
STAATSBESTEDING

8 April 1993

Staat van Inkomste ingevorder gedurende die tyd-
perk 1 April 1992 tot 28 Februarie 1993.

Tesourie, Pretoria.

" Month of February Total 1 April to 28 February
Estimate | ! 3
Head of Rlevernue Inkomstehoof Begroting Maand Februarie Totaal 1 Aprii tot 28 Februarie
1992-93 1993 1992 1993 1992
A R R R A
State Revenue Account Staatsinkomsterekening
Inland revenue: Binnelandse inkamste:
VT TR Belasting opinkomste. 50 484 300 000 | 2786170254 |2911 101935 | 39 325 623 334 | 38 068 626 566
Loan Levy 1989-84 Leni ing 1989-94 - - - 173 464 2032358
Sales tax. i p1 019 700 000 5717 490 10446 531 75565 193 | 10 563 359 013
Value-added tax ing op de..... - 572100125 | 1126947045 | 14841737082 6294795173
Other taxes: Ander belastings:
Non-resident shareholders' tax. Belasting op buitelandse aandeel-
320000 000 17041 949 21144813 259 934792 316481 138
Non-residents’ tax on interes - 3391 - 16624 37826
Undistri profit - - - 89742 365617
Donations 6000 000 821 582 758813 16 884 164 5523 685
Estate duty. 75 000 000 5906 455 5135411 77979 385 74992837
Trade securities L 221000 000 11483 848 16 543 311 151 627 510 186 017 394
Stamp duties and fees ......weremmmiranes Seélregte en gelde 830 000 000 47164773 41806715 687 909 208 639 292 437
Transfer duties. Hereregte. 1110000 0CO 81656 145 63458297 § 1150 508929 813047 124
i Diverse - - - - -
Mining leases and ownership ings- en eiendomsregte .......... 295 000 000 114745 30368 073 156 888 448 249 577 707
Interest and dividend: Rente en dividende. 59 450 000 1177821 4302085 41908 908 57 538982
Levies. Heffings 19000 000 2809172 9590 220 23248211 23342011
Recoveries of [oans and advances ... Terugvorderings  van  lenings  en
voorskotte 59 550 000 2836517 3127 368 66 713909 34798812
! activities. D 1129 000 000 210234 101 70713565 | 1440225805 1056938485
Capital revenue 20 000 000 - - - -
R [75648 000000 | 3745238368 |4315444 280 | 58317034708 | 56 386 767 165
Less: Payments to self-governing Min: Betalings aan selfregerende
national states... nasionale state 1361 300 000 110 854 000 171838797 | 1238289000( 1240333714
Payments to TBVC Betalings aan TBVC-state. 760 700 000 56 863 882 - 641273750 -
Total: Infand revenue Totaal: Bi inkemste R | 3526000000 | 3577520486 |4 143605483 | 56 437 471 958 | 57 145 433 451
Customs and excise duties: Doeane- en aksynsregte:
Customs duty Doeanereg. 3124 000 000 227 121 568 225777545 | 2736249695 2537 135171
E: duty Aksynsreg. 4754 000 000 377672821 590219410 [ 3969575180 3183128211
Surcharge. i 1670 000 000 121720733 130803209 | 1394348714 1347297943
I Diverse 17 000 000 489 216 (386 264 857)| 107 080 160 142 267 909
Fuel levy i 6634 000 000 569 549 081 470579518 | 6230862026 | 4725476016
Ordinary levy Gewone heffing. 64 000 000 4732123 4288854 63 068 668 55245776
R 116263000000 | 1301285542 |1035503678 |14 510 164 443 | 11990 551 026
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. Month of February Total 1 April to 28 February
Estimate Al i
Head of Revenue Inkomstehoof Begroting Maand Februarie Totaal 1 April tot 28 Februarle
1992-83 1993 1992 1993 1992
R R R R R
State Revenue Account Staatsinkomsterekening
Less: Min:
Payments in terms of Customs Union Betatings ingevolge Doeane-unie-
§ 040 000 000 it - 5068 559500 | 4 499 022 000
Total: Customs and excise dutie: Totaal: Dt R [11223000000 § 1301285542 | 1035503679 9441604943] 7491520028
R (84749000000 | 4878806028 |5179100162| 65879076 901 | 64 637 862477
South African Development Trust Fund .......... Suid-Afrikaanse - - 298 276 - 57794 159
] - - 298 276 - 57794159
R - 4878806028 | 5179407 438 | 65 879 076 901 | 64 695 756 636
Revenue Account: Housa of fy
Intand revenue ink - 69 608 079 35724596 | 271 022678 189924776
Revenue Account; House of Inkomsterekening: Raad van
Representatives Verteenwoordigers
Inland revenue inkomste - 3051 441 2873020 52 986 749 30275015
Revenue Account: Houtse of Inkomsterekening: Raad van
Delegates Afgevaardigdes
Intand revenue ink - 1828 588 622055 15036 381 6828780
R - 74 488 106 39219671 339025808 227028 571
Grand total R - 4953294134 | 5218 627 109 | 66 218 102709 | 84 922 785 207
Recanciliation with statement published by | Rekonsiliasie met opgaaf gepubliseer by
Government Notice 396 in isgew 6 in
Gazetle of 12 March 1993: Staatskoerantvan 12 Maart 1993:
in Transit 31 March 1892 fn Transito, 31 Maart 1992 - - - 480 288 3193 -
In Transit/Overremitted, in Transito/Te vest corged:
rie 1993 - {33008 102) - - -
Collections as above i - 4953294 134 - 66218 102709 -
R - 4920 266 032 - 66 698 391 028 -
tn Transit/Overremitted, 28 February 1993.. tn Transito/Te veel oorgedra, 28 Februa-
- 49 166 851 - 49 166 851 -
In Trangit Revenue Account: Administra- In Teansito Inkomstere! jmini-
tions. strasies. " - (11602487) - {264 537 702) -
Feceived int Account In tvang R - 4 957 850 396 - 66 483 020 177 -

DEPARTMENT OF WATER AFFAIRS
AND FORESTRY

No. 579

NORTHERN  TRANSVAAL
DISTRICTS OF PIETERSBURG AND LOUIS
TRANSVAAL:

TRICHARDT,
SUPPLY AREA

8 April 1993
WATER BOARD,

EXTENSION OF

1, Jacob Albertus van Wyk, Minister of Water Affairs
and Forestry, under and by virtue of the powers vested
in me by section 108 (2) of the Water Act, 1956 (Act
No. 54 of 1956), hereby alter the description of the area
of the Northern Transvaal Water Board as set out in
Government Notices Nos. 2227 and 2412 of 21 Sep-
tember 1990 and 28 August 1992, by the inclusion of
the area described in the Schedule hereto.

J. A. VAN WYK,

Minister of Water Affairs and Forestry.

DEPARTEMENT VAN WATERWESE EN
BOSBOU

No. 579 8 April 1993

NOORD-TRANSVAAL-WATERRAAD,  DISTRIKTE
PIETERSBURG EN LOUIS TRICHARDT, TRANS-
VAAL: UITBREIDING VAN VOORSIENINGSGEBIED

Ek, Jacob Albertus van Wyk, Minister van Water-
wese en Bosbou, verander hierby kragtens die
bevoegdheid my verleen by artikel 108 (2) van die
Waterwet, 1956 (Wet No. 54 van 1956), die beskrywing
van die gebied van die Noord-Transvaal-Waterraad
s00s vervat in Goewermentskennisgewings Nos. 2227
en 2412 van 21 September 1990 en 28 Augustus
1992, deur die insluiting van die gebied in die Bylae
hiervan beskryf.

J. A. VAN WYK,
Minister van Waterwese en Bosbou.
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GENERAL NOTICES

ALGEMENE KENNISGEWINGS

NOTICE 298 OF 1993 w
INCOME TAX, 1993 ’)7

NOTICE TO FURNISH RETURNS FOR THE
1993 YEAR OF ASSESSMENT

Notice is hereby given under paragraph (a) subsec-
tion (1) of section 66 of the income Tax Act, 1962 (Act
No. 58 of 1962), that the following persons are in terms
of the said subsection personally or in a representative
capacity liable to taxation under the provisions of the
said Act and are, subject to what is contained in para-
graph 1 below, required to fumish returns for the
assessment of tax:

(a) Every person (not being a married person, a
married woman or a company) under the age
of 63 years, or the representative of such per-
son, whose gross income in respect of the 1993
year of assessment exceeded R10 600.

b

=

married woman or a company) over the age of
63 years (but not over the age of 65 years), or
the representative of such person, whose gross
such person, whose gross income in respect of

the 1993 year of assessment exceeded |

R11100.

Every person (not being a married person, a

married woman or a company) over the age of

65 years, or the representative of such person,

whose gross income in respect of the 1993 year

of assessment exceeded R21 300.

Every married person under the age of 63

years, or the representative of such person,

whose gross income in respect of the 1993 year

of assessment exceeded R12 400.

(e) Every married person over the age of 63 years
(but not over the age of 65 years), or the
representative of such person, whose gross
income in respect of the 1993 year of assess-
ment exceeded R13 000.

(f) Every married person over the age of 65
years, or the representative of such person,
whose gross income in respect of the 1993 year
of assessment exceeded R24 600.

(9) Every married woman under the age of 65
years, or her representative, whose gross
income in respect of the 1993 of assessment
exceeded R5 100.

{h) Every married woman over the age of 65
years, or her representative, whose gross
income in respect of the 1993 year of assess-
ment exceeded R17 100.

(i) Every person in his capacity as representative
taxpayer of a trust.

(i) The public officer of every company.

(k) Every person to whom an income tax form is
issued irrespective of the amount of the income
of such person.

(c

2

(d

=

Every person {not being a married person, a.

KENNISGEWING 298 VAN 1993
INKOMSTEBELASTING, 1993

KENNISGEWING OM OPGAWES VIR DIE
1993-JAAR VAN AANSLAG TE VERSTREK

Kennis word hiermee kragtens paragraaf (a) van
subartikel (1) van artikel 66 van die Inkomstebelasting-
wet, 1962 (Wet No. 58 van 1962), gegee dat die
onderstaande persone ingevolge genoemde subartikel
persoonlik of in 'n verteenwoordigende hoedanigheid
ingevolge die bepalings van genoemde Wet belas-
tingpligtig is en, behoudens wat in paragraaf 1 hier-
onder vervat is, opgawes vir die aanslag van belasting
moet verstrek:

{a) Elke persoon (behalwe 'n getroude vrou of 'n
maatskappy) onder die ouderdom van 63
jaar, of die verteenwoordiger van so 'n persoon,
wie se bruto inkomste vir die 1993-jaar van aan-
slag meer as R10 600 was.

Elke persoon (behalwe 'n getroude persoon, 'n
getroude vrou of 'n maatskappy) bo die ouder-
dom van 63 jaar {maar nie bo die ouderdom
van 65 jaar nie), of die verteenwoordiger van so
'n persoon, wie se bruto inkomste vir die 1993-
jaar van aanstag meer as R11 100 was.

Elke persoon (behalwe 'n getroude persoon, 'n
getroude vrou of 'n maatskappy) bo die ouder-
dom van 65 jaar, of die verteenwoordiger van
S0 'n persoon, wie se bruto inkomste vir die
1993-jaar van aanslag meer as R21 300 was.

Elke getroude persoon onder die ouderdom
van 63 jaar, of die verteenwoordiger van so 'n
persoon, wie se bruto inkomste vir die 1993-jaar
van aanslag meer as R12 400 was.

Elke getroude persoon bo die ouderdom van
63 jaar (maar nie bo die ouderdom van 65
jaar nie), of die verteenwoordiger van so 'n per-
soon, wie se bruto inkomste vir die 1993-jaar
van aanslag meer as R13 000 was.

Elke getroude persoon bo die ouderdom van
65 jaar, of die verteenwoordiger van 50 'n per-
soon, wie se bruto inkomste vir die 1993-jaar
van aanslag meer as R24 600 was.

(g) Elke getroude vrou onder die ouderdom van
65 jaar, of haar verteenwoordiger, wie se bruto
inkomste vir die 1993-jaar van aanslag meer as
R5 100 was.

(h) Elke getroude vrou bo die ouderdom van 65
jaar, of haar verteenwoordiger, wie se bruto
inkomste vir die 1993-jaar van aanslag meer as
R17 100 was.

(i) Eke persoon in sy hoedanigheid van verteen-
woordigende belastingpligtige van 'n trust.
(i) Die openbare amptenaar van elke maatskappy.

(k) Elke persoon aan wie 'n inkomstebelastingvorm
uitgereik word, afgesien van die bedrag van die
inkomste van so 'n persoon.

(9

-~

(c

(d

=

(e

-~

f

=
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PLEASE NOTE: 320

1. A person (other than a company) whose
income for the year of assessment consisted of or
included remuneration from which employees tax
has been deducted is not required to furnish a
return for that year, if—

{a) such remuneration (after the deduction of pen-
sion and retirement annuity fund contributions
and in the case of a person over the age of 65
years, contributions to a medical aid fund) was
payable at a rate not exceeding R50 000 per
annum; and

—
(=)
=

that person did not derive any other income,
including any reimbursive allowance, apart from
such remuneration, or, if any other income was
derived by him it consisted of interest (including
dividends on shares in a mutual building society
or interest on a deposit in a building society or a
mutual building society) not exceeding R2 000;
and

(c) an income tax form has not been issued to that
person for completion.

Where employees tax over and above Standard
Income Tax on Employees has been deducted and
such a person has not received an income tax form, he
is at fiberty to apply for a form should he be of the
opinion that employees tax deducted from his remuner-
ation during the year of assessment exceeded his tax
liability for the year.

2. (a) Where the gross income of a married
woman’s husband (inciuding any amounts which would
have constituted gross income but for the fact that such
income was derived from a source outside the Repub-
lic of South Africa) does not exceed R10 000, such
married woman may elect to include her income with
her husband’s income.

(b) In the case of a polygamous marriage and sub-
ject to the election as mentioned in paragraph 2 ()
being made, only the income received by the wife of
the longest subsisting marriage, is to be included in the
husband'’s income. If the second or subsequent wife
falls under categories (a) to (f) or (k) above, she is,
subject to the provisions mentioned in paragraph 1
above, required to furnish a return.

3. Any income of any minor child or stepchild, other
than that derived by such child from bona fide remuner-
ation, must be returned.

4. The income of any trust created by the taxpayer
must be disclosed together with the full names and
addresses of the beneficiaries.

5. “YEAR OF ASSESSMENT” means:

(a) In respect of a person who has elected not to

be a provisional taxpayer, the year ending on
30 June each year.

LET WEL:

1. 'n Persoon (behalwe 'n maatskappy) wie se
inkomste vir die jaar van aanslag bestaan het uit, of
besoldiging insluit, waarvan werknemersbelasting
afgetrek is, is nie verplig om 'n opgawe vir daardie
jaar te verstrek nie, indien—

(a) sodanige besoldiging (na aftrekking van pen-
sioen- en uittredingannuiteitsfondsbydraes en in
die geval van 'n persoon bo die ouderdom van
65 jaar, bydraes tot 'n mediese fonds) betaal
is teen 'n koers wat nie R50 000 per jaar te
bowe gaan nie; en

(b) daardie persoon nie enige ander inkomste, met
inbegrip van enige vergoedende toelae, ont-
vang het nie behalwe sodanige besoldiging, of
indien ander inkomste deur hom ontvang is dit
bestaan uit rente (insluitende dividende op aan-
dele in 'n onderlinge bouvereniging of rente op
'n deposito in 'n bouvereniging of 'n onderlinge

bouvereniging) wat nie R2 000 oorskry het nie;

en :

(c) 'n inkomstebelastingvorm nie aan daardie per-
soon vir voltooiing uitgereik is nie.

Waar werknemersbelasting bo en behalwe Stan-
daard Inkomstebelasting op Werknemers afgetrek is
en so 'n persoon nie 'n inkomstebelastingvorm ont-
vang het nie, staan dit hom egter vry om aansoek om
n vorm te doen indien hy van mening is dat die
werknemersbelasting wat gedurende die jaar van aan-
slag van sy besoldiging afgetrek is, sy belastingaan-
spreeklikheid vir die jaar oorskry het.

2, (a) Waar die bruto inkomste van 'n getroude
vrou se man (insluitend enige bedrae wat bruto
inkomste sou uitmaak behalwe vir die feit dat sodanige
inkomste van 'n bron buite die Republiek van Suid-
Afrika is) nie R10 000 te bowe gaan nie, kan sodanige
getroude vrou 'n keuse uitoefen dat haar inkomste by
haar man se inkomste ingesluit word.

(b) In die geval van ’'n poligamiese huwelik en
onderhewig aan die uitoefen van die keuse soos in
paragraaf 2 (a) genoem, is slegs die inkomste van die
vrou met die langsbestaande huwelik by die man se
inkomste ingesluit. Indien die tweede of daaropvol-
gende vrou in kategorieé (a) tot (f) of (k) hierbo val,
moet sy, behoudens die bepalings in paragraaf 1
hierbo genoem, 'n opgawe verstrek.

3. Inkomste van enige minderjarige kind of stiefkind,
behalwe dié wat deur sodanige kind as bona fide-
besoldiging verkry is, moet verklaar word.

4. Die inkomste van enige trust deur die belas-
tingpligtige geskep, moet verstrek word, met vermel-
ding van die volle name en adresse van die begun-
stigdes.

5. “JAAR VAN AANSLAG"” beteken:

(a) ten opsigte van 'n persoon wat verkies het om
nie 'n voorlopige belastingpligtige te wees
nie, die jaar eindigende op 30 Junie elke jaar.
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(b) In the case of a company, the financial year of

such company ending during the calendar year. |

in question.
(c) Inrespect of all other persons, the year ending
on the last day of February each year.

PERIOD FOR RENDITION OF RETURN@ .

Returns are required to be rendered within the fol-

lowing periods:

(1) Where in terms of section 66 (13)ter of the
Income Tax Act, accounts have been accepted
in respect of the whote or portion of a taxpayer’s
income, drawn to a date falling AFTER 28
FEBRUARY 1993, WITHIN 60 DAYS FROM
THE DATE TO WHICH SUCH ACCOUNTS
ARE DRAWN.

(2) Inrespect of a person who (on or before 30 June
1965) elected NOT to be a provisional taxpayer,
WITHIN 60 DAYS FROM 30 JUNE 1993.

(3) In respect of 8 COMPANY, WITHIN 60 DAYS
FROM THE DATE ON WHICH ITS FINANCIAL
YEAR ENDS.

(4) In respect of ALL OTHER PERSONS, WITHIN

60 DAYS FROM 9 APRIL 1993.

FoRrms
The forms prescribed by the Commissioner for the
rendering of returns are obtainable on application to
the assessing office for the area in which the person
required to complete the form, resides.

FORWARDING OF RETURNS

Returns must be forwarded by post to or be delivered
at the office of the official indicated on the form.

AN ENVELOPE MARKED: “INCOME TAX—
OFFiCIAL”, WILL BE CARRIED POST FREE.

PENAL PROVISIONS

Any person required to render a return who fails to
do so within the period mentioned above, is liable to a
penalty not exceeding R2 000 and/or to imprisonment
for a period not exceeding 12 months. Furthermore, his
taxable income may be estimated and three times the
amount of tax charged thereon.

Any taxpayer who knowingly and wilfully makes any
false statement in his return or evades or attempts to n
his return or evades or attempts to evade taxation and
any person who assits a taxpayer to do so, is liable to a
penalty not exceeding R1 000 and/or to imprisonment
for a period not exceeding two years. The taxpayer is,
in addition, liable to be assessed and charges three
times the amount of the tax which he sought to evade.

No person is exempted from penalty merely by
reason of the fact that he may not have been called
upon personally to furnish a return.

(b) In die geval van 'n maatskappy, die boekjaar
van sodanige maatskappy wat gedurende die
onderhawige kalenderjaar eindig.

(c) Ten opsigte van alle ander persone, die jaar
wat op die laaste dag van Februarie elke jaar
eindig.

TYDPERK VIR INDIENING VAN OPGAWES

Opgawes moet binne die volgende tydperke inge-
dien word:

(1) Waar rekeninge ten opsigte van 'n belas-
tingpligtige se inkomste, of 'n gedeelte daarvan,
ingevolge artikel 66 (13)tervan die inkomstebe-
lastingwet aangeneem is wat opgemaak is tot 'n
datum wat NA 28 FEBRUARIE 1993 VAL,
BINNE 60 DAE VANAF DIE DATUM WAAROP
SODANIGE REKENINGE OPGEMAAK IS,

{2) Ten opsigte van 'n persoon wat (voor of op 30
Junie 1965) gekies het om NIE 'n voorlopige
belastingpligtige te wees nie, BINNE 60 DAE
VANAF 30 JUNIE 1993.

() Ten opsigte van 'n MAATSKAPPY, BINNE 60
DAE VANAF DIE DATUM WAAROP SY BOEK-
JAAR EINDIG.

(4) Ten opsigte van ALLE ANDER PERSONE,
BINNE 60 DAE NA 9 APRIL 1993.

VORMS

Die vorms wat deur die Kommissaris voorgeskryf is
vir die verstrekking van opgawes is op aansoek ver-
krygbaar by die aanslagkantoor vir die gebied waarin
die persoon wat die vorm moet invul, woonagtig is.

AANSTUUR VAN OPGAWES

Opgawes moet per pos aangestuur word na of afge-
lewer word by die kantoor van die beampte soos aan-
gedui op die vorm.

'N KOEVERT GEMERK: “INKOMSTEBELASTING—
AMPTELIK”, SAL KOSTELOOS OOR DIE POS VER-
VOER WORD.

STRAFBEPALINGS

lemand van wie 'n opgawe vereis word, maar wat
versuim om dit binne die tydperk hierbo genoem te
verstrek, is strafbaar met 'n boete van hoogstens
R2 000 en/of met van hoogstens R2 000 en/of met
gevangenisstraf vir 'n tydperk van hoogstens 12
maande. Boonop kan sy belasbare inkomste
geskat en driedubbele belasting daarop gehef word.

Enige belastingpligtige wat willens en wetens 'n
valse verklaring in sy opgawe doen of belasting ontduik
of probeer ontduik, en enige persoon wat 'n belas-
tingpligtige behulpsaam is om dit te doen, is strafbaar
met 'n boete van hoogstens R1 000 en/of gevangenis-
straf vir 'n tydperk van hoogstens twee jaar. Hierbene-
wens is die belastingpligtige blootgestel aan die heffing
op aanslag van drie maal die bedrag aan belasting wat
hy probeer ontduik het.

Niemand is vrygestel van boete bloot omdat hy
nie persoonlik aangesé is om 'n opgawe te verstrek
nie.
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FURTHER INFORMATION

Further information or assistance may be obtained
either from the Receiver of Revenue in whose assess-

ing area you reside or from: { gw )

THE COMMISSIONER FOR INLAND REVENUE
240 VERMEULEN STREET

P.O. BOX 402,

PRETORIA

0001.

J. W. HATTINGH,
Commissioner for Inland Revenue.

(9 April 1993.)
(8 April 1993)

NOTICE 299 OF 1993

DEPARTMENT OF TRADE AND INDUSTRY
Notice is hereby given that the following promissory
note issued by the Department of Trade and Industry to
Cemafrique as set hereunder, has been mislaid:
Promissory note issued to Cemafrique

NADERE INLIGTING

Nadere infigting of hulp kan verkry word 6f by die
Ontvanger van Inkomste van die aanslaggebied waarin
u woon of by:

DIE KOMMISSARIS VAN BINNELANDSE
INKOMSTE

VERMEULENSTRAAT 240

POSBUS 402,

PRETORIA,

0001.

J. W. HATTINGH,
Kommissaris van Binnelandse Inkomste.

(9 April 1993.)
(8 April 1993)

KENNISGEWING 299 VAN 1993

DEPARTEMENT VAN HANDEL EN NYWERHEID

Hiermee word kennis gegee dat die volgende
promesse uitgereik deur die Departement van Handel

| en Nywerheid aan Cemafrique soos hieronder uiteen-
- gesit, verlore geraak het:

tgereik aan Cemafrit
Promissory Date of Face value — -
Note No. issue Dus date R Promesse Uitreikings | yervaidatum | Sigwaarde
No. datum [t2)]
00002931 16May 1992 | 1 April 1993 250 119 X .
00002931 16Mei1992 | 1April 1993 250 119

The above-mentioned promissory note will after the
date of publication be regarded as cancelled. Should
the warrant voucher be retrieved, it must please be
returned to the Department of Trade and Industry,
Private Bag X84, Pretoria, 0001.

(8 April 1993)

NOTICE 300 OF 1993

DEPARTMENT OF TRADE AND INDUSTRY

Notice is hereby given that the following promissory
note issued by the Department of Trade and Industry to
Cemafrique as set hereunder, has been mislaid:
Promissory note issued to Cemafrique

Na datum van publikasie word bogenoemde
promesse as gekanselleer beskou. Indien die pro-
messe gevind sou word, moet dit asseblief aan die
Departement van Handel en Nywerheid, Privaatsak
X84, Pretoria, 0001, teruggestuur word.

(8 April 1993)

KENNISGEWING 300 VAN 1993

DEPARTEMENT VAN HANDEL EN NYWERHEID

Hiermee word kennis gegee dat die volgende
promesse uitgereik deur die Departement van Handel
en Nywerheid aan Cemafrique soos hieronder uiteen-
gesit, verlore geraak het:

ik aan Cemafri
Promissory Date of Due date Face value Promesss Uitreikings- ) Sigwaarde
Note No. issue (R) No. datum Vervaldatum @)
00003379 | 16July1992 | 1Apri1993 | 717923 00003379 | 16Julie 1902 | 1Apri1993 | 717923

The above-mentioned promissory note will after the
date of publication be regarded as cancelled. Should
the warrant voucher be retrieved, it must please be
returned to the Department of Trade and Industry,
Private Bag X84, Pretoria, 0001.

(8 April 1993)

Na datum van publikasie word bogenoemde
promesse as gekanselleer beskou. Indien die pro-
messe gevind sou word, moet dit asseblief aan die
Departement van Handel en Nywerheid, Privaatsak
X84, Pretoria, 0001, teruggestuur word.

(8 April 1993)



By Sven Liinsche -

The;government’s plan to *
imulate investment spend- -
ing/by imposing - secondary
tax’on companies'(STC) has
notigot the response-that -
was hoped for. s
The. STC was announced. by
Finatice Minister Derek Keys
last:month and:consists:of a-i

njunction “with ;
y tax rate.of 40 percent, -
“ingcompanies to spend more on -
capital outlays.” "% o w .
‘However, presenting Sacob's
lateést: survey-of confidence in .
.-thei:manufacturing’ industry,

that'only a small:percentage of
manufacturers — four: percent:
of those surveyed:— envisage,’
new investment iexpenditure-
. over:the next 12 months,
In-areas like:the: Transvaal,: .
“* the' majority of respondents €x- -
pect-to invest less.in new capac-
ity -than they did last year,
Lockwood says.. -~ i
‘Such a decline. in'capital out- .
. lay will have a detrimental ef- -
fect:on employment levels —;"
62 percent of *manufacturers
surveyed expect to reduce the.;
number of their unskilled work-
ers.{"-j‘ A Kl s
While Lockwood: admits that;}
many businesses have not yet:-

nt tax on distributed in- -~

hia 'lbwerf Y

" the§TC is aimed at encourag- "~

economist Keith Lockwood says.<" -

80— U
JAJOJAJOU
et ] 9293
‘Business’ Confldence index
. 7(19902100)

the poor- outlook for investment
. spending:shows that political
and economic aspects appear to
be.the more important determi-
nantg of investor confidence.
7. 1t is political instability that
in preventing.a more robust re- -
> covery of business confidence.’
While: Sacob’s Business Confi-
dence Index {BCI) reached its
.- highest; level: in.almost . two
- years in March; chief economist
* Ben' vani_Rensburg warns -that
the uncertainty surrounding .
constitutional talks and the im-’
. pact of last’month’s Budget

mean business confidence is

still vulnerable. [
" “Failure to.make progress on
. the political front and bringing
down the level of violerice has
negated the positive impact of a
lower corporate tax rate’ on in-
vestment levels. by

“Economic 'p_rospectsl “could

had fhe time to assess the STC,

seems to be the critical’ factor

be significantly improve
months and years ahead.if
litical ‘solution is:found:to. sup-
i the relatively sound eco-
‘notiic base: that is being;creat:
d,”VanRensburgsays.
+He adds"that the impact of
* the' Budget proposals on‘discre-
tio spending by consumers
and:thus: on sales'by companies®
will; in ithe“short’term;- have’
an'adverse impaet:on business -
.confidence: i

coneerne .
nomic and ‘financial’ sta
-and in this sense the Bu [
¢ Normative Econom i
provide the first signs
coherent ecoriomic pol
Rensburg says. a7 7 g
-Sacob has also scaled back its
economic growth forecast for
ear to a “best-possible”
cenario of between'zero and
0,5-percent. : ;e




Massacre

police reward
LY

“DURBAN — Police are offering a
R50 000 reward for information lead-
ing to the arrest of the killers of 10

- ANC supporters in Murchison, near
Port Shepstone, on Monday.

Durban police spokesman Capt Bala
Naidoo announced the reward offer yester-
day. He said informants could telephone
Crime Stop on 0800-111213 or investigator
W0 Frik Breedt on (0391) 22524,

-~ The violence-related toll in Murchison
this week has climbed to 12 with two more

. killings early yesterday. Police spokesman

Lt Dawood Kader sald three suspects had .

been arrested.
...{The two latest victims, aged 19 and 25,
. were hacked and stabbed to death while
sleeping In a house in Mtengwane.
..adnkatha leader Mangosuthu Buthelezl
.candernned Monday’s Murchison massacre
_saying: “Violence Is not In the Interests of
anyone.” He was speaking on his return
.. from Britain yesterday.
.i-He said he had no preconditions for a
summit conference with ANC president
Nelson Mandela and would ltke such a
-meeting as soon as possible, “I can see him
tomorrow,” Buthelezi said,
- Healso “rejected with conternpt” Mon-
: day'’s statement by ANC Natal Midlands
¢ deputy chairman Blade Nzimande that the
+ Concerned South Africans Group, of which
' Inkatha was a principal member, might
* stagea “Unita optlon” — rejecting election
. results if they lost,
: . Meanwhile, unidentified gunmen on
Tuesday night shot and wounded senior
: IFP member Manuel Mdunge on his way
.* home in Umlazl, Durban, party spokesman
. Ed Tillet said yesterday.
¢ suTillet said the car in which Mdunge was
. teavelling was riddled with bullets and at
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,eaat 20 spent car! were found at the
scene. It was the second attack on senior
IF!; ofticials in Umlazi in the past week, he
said,

“There is a systematic campaign to
ellminate IFP leaders, to destroy the IFP
and to sabotage peace Initiatives in Um-
lazi,” Tillett claimed,

Another two people were shot dead and
a woman seriously injured in an attack on
a squatter camp at Esikhawenl near Em-
pangeni on the Natal North Coast, 1t was
reported yesterday,

At Nkelabantwana near Bulwer in the
Natal Midlands a man was shot dead yes-
terday and another wounded in an attack,
A police spokesman said five people fired
on a group, killing Ndoneni Bunenizizi,

In Khayelitsha near Cape Town yester-

- day, a policeman was shot and two wound-

ed men arrested when police were at-
tacked and involved In a 40-minute
gunfight, according to police.

Sgt 11saacs, Const S Ntongona and Const

M Mbolekawa went to the scene in an @

armour-plated vehicle. Sgt Isaacs was shot
in the leg, '

The robhers fled with the police in pur-
sult. The heavy police vehicle became
stuck in deep sand, however, and its oceu-
pants stepped out to try and calm an angry
crowd, which, according to police reports,
were belng egged on to set the vehicle
alight.

The SAP members were attacked and in
the ensuing gun fight, Isaacs was shot. Two
men were later arrested trying to have
thelr bullet wounds treated at a hospital.

Police said members of the Internal Sta-
bility Unit prevented the crowd from set-
ting the armoured vehicle alight. ~ Sapa.

- ANC proposes touggﬁ

' CAPE TOWN — The failure of the security
* ffrces to protect people from attack wasa
- ajor cause of the spiralling demand for
¢ firearms, the ANC told a committee of the
: Qoldstone commission investigating i
. Tégal arms yesterday.

The ANC told the committee in Cape

Town both self-defence units and hostel
© Yésidents’ associations demanded firearms
because they had little or no faith in the
* sBeurity forces’ willingness and ability to
protect them.
“'“For as long as the security forces are
{)‘erceived as partisan or ineffective, there
s little prospect of any statutory interven-
tton (affecting) the proliferation of illegal
firearms in our country.”

_The ANC said firearms should be con-
fined to sporting activities and to securing
d'livelihood. !

- Statutory amendments proposed by the
ANC included:

[Raising the age limit for the issue of
firearm licences from 16 to 21 years,
[IThat appiicants for licences undergo

psychometric testing to assess their suit--

ahility to possess a firearm;

ms
7

O Individyals b @
and G

J That anyone fo 0ssedsto

than two lllegal firearms be presumed to
have been dealing illegally in such arms,

Weapons such as semi-automatic and
automatic arms and large-calibre wea-*
pons should be statutorily restricted to a
much greater extent, the ANC submitted;

Meanwhile, committee chairman MN §
Sithole ruled yesterday that the terms of
reference of the Goldstone commission
committee Investigating the illegal impor-
tation, distribution and use of arms and
ammunition will remain unchanged.

His ruling followed a complaint by coun-
sel for the Inkatha Freedom Party, Louis
Visser, SC, that the committee’s mandate
did not exteg to the illegal oisesslon of

firearms. (4] \
Visser said the cominittee could not ful-
fil its task properly without also investi-
gating the llegal possession of arms and
ammunition, :
Sithole said the committee would pro-
ceed with it inquiry as mandated.

The hearing continues today. — Sapa.
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Dual tax: Confounded by uncertainty

Ripples of approval have greeted the dual
system of tax announced in the Budget. Not
unnaturally, big market-capitalisation com-
panies say they favour the drop in corporate
tax from 48% to 40%. But the introduction of
a 15% tax computed on dividends — the
secondary tax on companies (STC) - has
had a mixed reception. Most company offi-
cials stress, however, that not all the infor-
mation is available yet.

The tax changes have wide ranging conse-
quences. According to the SA Institute of
Chartered Accountants, depending on the
nature of the business and structure of the
group, “effects of the dual tax system may
amount to only a minor rate change or could
have an effect that is considered fundamen-
tal.” In other words, the accountants haven’t
made up their minds yet.

The effect of the new tax is so unpredict-
able that a simple tabulation reveals its di-
verse outcome on 46 of the JSE’s most sig-
nificant companies. But the estimates are
based on incomplete information: for exam-
ple, dual tax applies to mining companies but
gold mines have a choice between the new
system and the old. The table gives an indi-
cation of the direction and scale of the effect
of EPS.

Most companies are reluctant to give their
estimates of the earnings effect of the dual
tax system; some purport not to have made
the calculation. The beneficiaries of the
changes are companies, like Anglovaal In-
dustries (AVI), whose historical earnings
would have increased by an eighth, accord-
ing to stockbroker estimates,

As a rule of thumb, those companies with
high existing tax rates and a high dividend
cover will benefit; the higher the cover the
smaller the distributed profits and the lower
the STC. AVI director Richard Savage says:
“We appreciate the reduction in company
tax and the concept of encouraging invest-
ment.” Most managers feel that the lower
tax charge will be good for investment and
employment.

Premier Group’s earnings will also benefit
from the tax changes by about 5%, according
to deputy CE Gordon Utian. He adds: “It
will give us access to more cash to increase
production facilities and job opportunities.”
However, as a group driven by consumer
spending, the increase in Vat is unlikely to
provide the right environment for increased
investment at present. :

In the short-to-medium term, some com-
panies will lose out. For Sappi, the combina-
tion of a low effective tax rate (only 1%) and
a low dividend cover indicates that earnings
will be stung by STC. The board is reviewing
the implications of the tax. Sappi finance
director Bill Hewitt says: “It’s not a shortage

of money that’s stopping people spending —
it’s the climate of uncertainty.” Lower taxes
will encourage companies to hold cash or pay
off debt, rather than promote investment.
Anglo American Industrial Corp (Amic),
with a low tax rate and low dividend cover, is
also likely to be hit by STC. Amic finance

director Brian Bullett was hesitant to com-
ment about the tax changes: “It’s not final
yet and some issues are under representa-
tion.” But in general, Bullett is in favour of
the tax despite some reservations. The most
significant are the inequities arising in the
transition period. First, the method of charg-
ing STC on dividends from wholly owned
unlisted companics and, second, STC applies
to preference dividends which are largely
debt instruments rather than a form of distri-
bution, Bullett doesn’t believe the changes
will affect Amic’s dividend cover.

Another cause for complaint could be that
companies with March year-ends will pay
STC on their final dividend but won’t benefit
from the lower corporate tax rate until the
next financial year. SA Breweries is one,
Group financial director Selwyn MacFar-
lane says the overall effect is to improve
earnings but he concedes the “transition de-
tails are still in the process of clarification,”
CNA Gallo is in a similar situation: techni-
calities over the transfer of dividends from

review. Finance director Alan Cherry says
the dividends may be used to offset CNA
Gallo’s STC charge; if not, the effective tax
rate will rise from 48% to about 53% and
that will produce a one-off detrimental effect
on earnings. :

What STC will do to dividend policies is
also uncertain. Most companies are reticent
and prefer to wait and see the fine print of
the legislation before introducing changes,
The lack of urgency to make changes sug-
gests that, in most cases, the effect of STC
isn’t going to be dramatic. There may be a
tension between companies which want to
retain a greater part of profits and their
shareholders who want a steady income
stream from investments. That might cause
majority shareholders to put increased pres-
sure on subsidiaries. Dividend income (that’s
already had STC paid on it) can be offset
against dividends paid out for the purposes of
calculating STC.

Ore commentator says: “It would be less
than politic of us not to discuss the issue with
our major shareholders — in any case, it
makes sense to debate the possible benefits
that can accrue both to them and the com-
pany from any change in dividend policy.”
But the majority view is that dividend policy
depends on what is affordable within the
constraints of promoting earnings and asset
growth; most claimed that their cover would
remain unchanged.

The dual tax system will include STC as
part of the taxation charge on the face of the
income statement (this will have an impact
on EPS). However, it certainly seems the
new scheme takes as much away with one
hand as it gives with the other. Responses
vary. One official says: “It’s an immensely
positive move in the context of SA in terms of
encouraging investment.” Another decries it
as “a charge against distribution,” despite
careful proclamations to the contrary by
Finance Minister Derek Keys.

The dual tax system will bring SA corpor-
ate tax rates in line with other international
tax regimes and provide an incentive for
local and overseas companies to invest.

It may be a step forward but it’s unlikely
to be more than symbolic while violence and
political uncertainty continue.  zoutse Randell

wholly owned unlisted subsidiaries are under

OHIO/SPL. T 13

Facing Caesar’s fu@
Beware, the soothsayer told Caesar, the %es

of March. The record date of the deal in
terms of which former electronics-listed
Ohio sold its trading assets to JSE-listed
SPL was, coincidentally, the same Marc!

£ e on/ll-'y

FINANCIAL MAIL « APRIL « 9.+ 1993 « 47



™ FMay gz,
1]
Prodigal payers >
Errant tuxpayers are to be offered a generous
amnesty for past failures to submit income
tax returns. A release from the office of the
Commissioner for Inland Revenue says the
amnesty will extend to all classes of taxpay-
er, personal or corporate, who are in default
for any year of assessment. To qualify, the
returns must be submitted by August 31
1993,

Not only will no penalties be payable by
taxpayers taking advantage of the amnesty,
but interest will run only from the date of
actual assessment, not from any earlier date.

However, there will be an important ex-
ception in the case of taxpayers who should
have been registered as provisional taxpay-
ers, if they are bound by the provisions of
Section 89guat of the Income Tax Act, That
is, if their income exceeded R50 000 in the
case of individuals and R20 000 in the case
of companies.

They will have to pay interest at the gazet-
ted rate, now 18%, on all underpayments of
provisional tax from the date the payment
should have been made - for instance, from
six months after the end of their year of
assessment.

It is difficult to estimate how much addi-
tional revenue might be brought in by the
amnesty, though Trevor van Heerden, of the
office of the Commissioner, says the costs of
pursuing defaulters through the normal pro-
cedures are so high that even a modest return
would make the exercise worthwhile.

Deloitte & Touche tax partner Willem
Cronje expresses scepticism about how much
will be collected, as past international ex-
perience has not been encouraging, especial-
ly in places such as Latin America, where

tax obligations, over many years, have been
dodged on a wide scale. One danger is that

some defaulters may take a cynical view,
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RUCE CAMERON
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TAL gains, wealth and land taxes ate all
possible in the new South Africa but they
should be no worse than in many other West-
ern countries, the Board of Executors (BOE)
concludes in an analysis of three future scenarios.

The particular target would be high-net-worth indi
viduals, but BOE Cape executive director Tom
Boardman says there is no cause for fear “and pack-
ing your bags”. The team dig not believe there
would be personal tax changes even assuming “the
low road” option of high government spending.

New. taxes could be levied on capital, including:
capital gains, which could probably be levied at a
lower rate than income tax, be inflation index-linked,
extend to second and other dwellings and vacant
land, have a net worth threshold, and could have a
progressive or flat rate; land taxes, which could
piggy-back on municipal rates; and a wealth tax,
which could target high-net-worth individuals and
could be based on registerable assets.

Another area of higher taxes would be estate
duties, with donations tax being increased in tandem.
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New SA: “No need
to pack yoqr bag

RUCE CAMERON
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TAL gains, wealth and land taxes afe all
possible  in the new South Africa but they
should be no wotse than in many other West-
ern countries, the Board of Executors (BOE)
concludes in an analysis of three future scenarios.

The particular target would be high-net-worth indi
viduals, but BOE Cape executive director Tom
Boardman says there is no cause for fear “and pack-
ing your bags”. The team did not’ believe there
would be personal tax changes.even assummg “the
low road” option of high government spending.

New. taxes could be levied on capital, mcludmg
capital gains, which could probably be levied at a -
lower rate than income tax, be inflation index-linked,
extend to second and other dwellings. and vacant
land, have-a net worth threshold, and could have a
progressive or flat rate; land taxes, which could
piggy-back on municipal rates; and a. wealth tax,
which could target high-net-worth mdmduals and
could be based on registerable assets.”’ &

Another area of higher taxzes’ would be estate
duties, with donations tax being increased in tandem.




) ‘tender thent as unpaid and subject to the tax, i

d e y
‘| company before March 17 1993 decla_rmg the divi-

credited to -
Sar olylds

loan account’w
can escape tax
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LEIGH HAS_SAI.I. N

HAREHOLDERS of smaller companies will be

relieved to learn that dividends previously cre-

Jdited to their loan accounts could escape the
- new 15 percent tax on dividends. .
oSpeaking at a breakfast meeting last week, hosted
" by accountants Anderson Rochussen Crisp, Professor
Dennis Davis of Wits University said there was tre-
mendous confusion over whether such dxvxdend ttans-
fers would attract the new tax.

. The debate has been raging as to the nature of such
transfers since the anriouncement of the new tax in
" Minister Keys's Budget speech on March 17 1993.

. A classification as “paid” would free the accimu-

lated amounts from the tax. On the other hand, be-
-cause. the amounts were never physically paid; but
merely transferred to the loan accounts, this could

< Davi§ has now clarified the sxtuatlon, saying.that
Inland Revehue has conceded that in terms of the'law
‘these aniounts would be regarded as tax-free distri-
buted dividends — %on rovxded certam cnteua

.had been mi t.

Common prac ic€

derid and the amount of the dividend. " -

Secondly, the dividend must have been’ credlted
to the loan account prior to March 17 1993, #" -

* It is common pracuce among private companies to
leave the dividends in the business by transfefring
the amount to the shareholder’s loan account.

Davis also clarified the situation concerning dcrip
dividends. He noted that Revenue had accepted that
serip dividends fall out of the definition- of dividends
and therefore will not attract the 15 percent tax. ,

Harry Rubin of accountants Ernst & Young lugh-
lighted some other issues concerning the new tak. He
noted that there was a misconception that close‘ cor-
porations (CCs) escape the tax. This is-not the ‘case
as ‘CCs. are taxed as compames and thereiore will
bear the extra tax. -~

Deferral advantage : ‘

"Rubin pomted out that if ‘a company or CC pays
out 4ll the after-tax profit as a dividend, the effective
fax. "i8'47,8 percent — not much of a savmg from
the previous company rate of 48 percent. A

.The recent reduction in the company tax | ‘raté
to 40 percent, while the maximum marginal ratg re-
mains at 43 percent for married taxpayers, provides
for some tax planning. Rubin said directors of private .
companies and members of CCs could benefit by the
timing advantage of a deferral of income tax. .

He noted that a' director or 'member ‘could pay
himself a salary to the extent at which he reaches his
maximum marginal tax rate of 40 percent, The re-
maining business profits would be taxed at the com-
pany rate of 40 percent instead of the maximum mar-
ginal rate of 43 percent. The 3percent is a saving
now; however, when: the business profits are with:
drawn at some future stage, they will be subJect to

the 15 percent d1v1dends tax . '




s Ma)or retallers agree that -Go

- AT hike'as they can now buy
fess with: ‘théir money. .
#::The expected

m-boom

“effect;«did: not- happen, ‘adding"to
the gloomy forecast for retail sales,

.+ Retailers said stores weré busy

i} cthis week, but'the trading could not

pectcd food :
1t when: the - full

sume; crs. will be ‘severely - affected by ‘

_before the VAT increase: came iito

e[fect of VAT
- OK - Bazaars

:Maunce Hardwich said- sales had .
.increased before. the VAT ‘increase -

took efféct, but-only on: food. and
durable goods suchi as/furniture, .-
Hatdwxc‘n predxcted marked

.slowdown in’sales after.the ‘Easter
i “Holiday. Constinmers wx]l spend less
“on-food and: clothing;; he’ says: ;

- SOUTH weént shopping for: basxc

“foods -on Wednesday and found a
+asketful -of itesns had - incréased by .

R4 after the VAT increase. 5
- Sugar; eggs, washmg powder-and
canned food ] pncee had mcreased by

. an-average of 20 cents.

There was 4 marked dxfference in

. prices.of ‘foodstuffs: after ‘thé VAT
 increase’was ‘added; Some: retailers -
-wére_discovered mcreasmg their
" prices by miore-than four percent. -

“Housewives' Léague:-Mrs: Sheila

Baillie:said. consumets ‘should:morii=

tor, the: pnces fof goods and not

. allow. shop wners to’ take them for' .

“a. ride:




MINORITY shareholders, edsPe-
cially those who depend on divi-
dend income, could find them-
selves at the losing end of the new
dual company tax announced in
the Budget. ’

No doubt, minorities are re-
lieved that Finance Minister
Derek Keys did not reintroduce a
tax on dividends they receive. But
concern is mounting about future
dividend payments.

. The dual system involves a drop
in the company tax rate from 48%
to 40% and an accompanying
secondary tax on companies (STC)
of 15% on profit distributed to
shareholders. .

It has been generally welcomed
because it will encourage com-
panies to plough back their earn-
ings and reinvest in their oper-
ations — a development that will
benefif minorities looking for long-
term growth in their investments.

The flip side will be, as intended,
lower dividend payouts. Com-
panies are likely to increase divi-
dend cover — it has historically
averaged between 2 and 8 times —
as they strive to become more tax - -
efficient. ’

- Shareholders can expect to see
companies inereasingly issuing
scrip dividends, which are not ex-
pected to be subject to STC. This
means that those minorities who
rely on cash income will have to
sell their scrip on the JSE and risk
fluctuating market prices.

ies may also

i3

. for not paying dividends. Others

ou

9 él’ﬁw&DCEASE

be-offered at a lesser amount than
serip. It might be challenged on the
grounds that not all shareholders
.were treated equally, - 1

JSE executive president Roy
Andersen, in supporting the;move
by Mr Keys, says investors will
always be able to move théir in-
westments into companies that de-
clare high dividends.

Mr Andersen believes the situa-
tion could also result in a marginal
shift in investor preferences from
equities to fixed-interest yielding
securities, such as the JSE'S new
corporate bonds. < i |

Shareholders Association of SA
chairman Issy Goldberg has some
reservations.” Although he !com-
mends Keys on the dual company
tax system, he says: “For every use
of good intentions there is invari-
ably abuse” 0 7o
“He fears that some companies
may use the system as an ekcuse

may not pay reasonable dividends
even though they have healthy
cash resources, Another area of
concern is that directors may,com-
te themselves for lower divi-

offering scrip or cash as dividend.
An interesting le’&al issue might

dends received on the shares pro-
vided as part of their packages.

FOSCHINI Group is in the throes
of a reshuffle designed to ensure
long-term inaif

Foschmi gtiteh in time

3

tor of American Swiss, takes
charge of the group’s overall retail

g uity
and to position the company for
growth. The restructuring sees Ne-

of Foschini Stores, take on addi-

tional duties as deputy m,
director of the group.
Red Robb, managing di of

‘Markhams, moves to deputy man-

aging director of Foschini Stores.
Dennis Polak takes Robb’s slot as
Markhams managing director
while remaining managing direc-
tor of Pages. Doug Murray be-
comes general manager of Pages,

John Hoffman, managing direc.

ville Goodwin, managing director . .

lery merchandising, This in- |

cludes 153 American Swiss stores,
76 Sterns shops'and 320 in-store
American Swiss boutiques.

“We expect-this move to bring
about significant savings thfough
the benefits . of ecomomies of
scale,” says Foschini Group man-
aging director Clive Hirschsohn.

“At the same time; it is extreme-

ly important that Ste; its
separate identity.” ¢

Foschini Group, ~eliinges
result in Elliot Osrin, a director of
Foschini Ltd, becoming non-execu-
tive chairman. .
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RETAILERS face the worst
winter since the Second
World War. C

Economists warn that fragile
consumer spending of the first
quarter could deterioraté even
further as the Government taps
more revenue from the public
through increased VAT and fuel
levies. -

They are particularly concerned
about damage to spending and confi-
dence that would follow a rise in
interest rates, as threatened by up-
ward pressure on rates in the money
market. |

Sacob economist Ben van Rens-
burg says a rise in interest rates,
combined with the impact of lﬁgl‘lltlag

le i [

1ter

buss- )6[ Tiues

=]

A

Business Times Reporters

February. Pre-VAT buying was
more in evidence in the commer-
cial-vehicle sector where sales of
pick-ups and - minibuses rose by
25,6% on the Fehruary figure, by
46,2% in medium trucks and 30% in
heavy trucks and buses.

The National Association of Auto-
mobile Manufacturers of SA
(Naamsa) warns that higher VAT
rates, increased fuel prices and the
weakening of the rand will hurt
sales in the months ahead. With litle
chance of a recovery in the economy
this year, it is likely that sales pro-
jections for the year will have to be
revised downwards.

Afrikaanse Handelsinstituut
Nick Barnardt expects

taxes on disposak
prove disastrous.

Brandy

Estimates from Central Statisti-
cal Service suggest that retail sales
for March will be R6,86-billion. This

compares with R11,033-billion in-

December.

Almost a third of retail spending
is on food.

KWV statistics show that South
Africans are not drowning their sor-
rows in booze.

Sales of gin slumped by 18% last
year, vodka by 11,7%, cane spirits
14% and brandy 5%. Natural-wine
sales were “stagnant”,

The brief post-Budget uptick in
spending as consumers brought for-
ward their buying of big-ticket
items to avoid 14% VAT is expected
to distort sales figures over the next
few months.

The best evidence of this is in new
cars, sales of which which by 158%
to 18665 in March from 16119 in

personal disposable income, which
has been falling in real terms, to go
sharply lower.

“It seems that a tough three to
four months lie ahead for retailers.
Real disposable income is expected
to fall by about 5%.

“The next few months will be par-
ticularly difficult for sates of luxury
durable items.”

Mr Barnardt says retailers of
credit-intensive goods face the
worst winter since 1945,

“Obviously, we hope we are
wrong, But retailers and wholesal-
ers must be prepared for a poor
winter.”

OK marketing director Arthur
Solomon says the next few months
will be tough, but there is cause for
optimism.

“There is no doubt that VAT is
beginning to bite and the extra fuel
cost is filtering through to the cost of
merchandise. In addition, there is a
lot more unemployment.

“But its not entirely gloomy be-

\\uis .

cause ¥ € Coming off a low base
and there is evidence of greater con-
fidence in the business world that
things in South Africa will settle
down,” says Mr Solomon.

Sacob says suggestions in a recent
survey that the downturn in the re-
tail sector had bottomed ocut may
prove premature,

“Government’s failure to cut real
consumption expenditure sufficient-
ly and the resuitant need to raise
taxes will result in significant dete-
rioration in the purchasing power of
consumers, and will have a negative
impact on businesses which supply
them with goods and services.”

. Sales of basic foodstuffs, which
fell to record lows in January and
Pebruary, are expected to recover
slightly in the next few months.
Several factors will contribute to
this and could result in single-digit
food-price inflation for the second
half of 1993, predicts Mr Barnardt.

Orders

They are the improved supply of
fresh produce as a result of the
drought being broken in most areas,
the zero rating of VAT on basic
foods and pending deregulation of
some agricultural markets,

The rush to by audio-visual equip-
ment appeared to be a last-minute
decision.

Laura Levitan, marketing direc-
tor for Tek Electronics, says that on
Monday her compax:iy invoiced three
times the normal daily volume in
orders, especially in the Southern
Transvaal region, * .-~

Miss Levitan expects this boost to
end, particurly because prices are
likely to rise well ahove the addi-
tional VAT increase. The reason is
the weakening rand and the need to
increase profit margins.
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By Derek Tommey

“-As the full implications
“begin ‘to emerge of the dual
tax system announced by
Finance Minister Derek
. Keys, it is becoming evident
that the investment scene in
' South Africa is on the verge
of a revolution.
It means changes in the way
companies are valued; it means
- the value of dividends will have
to be re-assessed; traditional in-
vestment yardsticks such as .
dividend yields could become
irrelevant; and small and large
" investors, including unit trusts,
could have to look again at
their investment policies.
Because there was some con-
fusion over exactly what Keys
intended, many people have
been slow to grasp the full ef-
fects of the tax system unveiled -
in his Budget speech.
But a statement by Keys a
few days:ago has clarified the
situation.

Roy Andersen ... ._:<mmwo_‘m
might probably have to m..i_no:

SgoﬁEmo:wa&ﬁ%E.l
no tax is payable. :
~The implication is that many
.companies are likely drastically
to reduce their cash dividend

e dual system is

payiments. : AN
Moreover, a substantial num-
ber might even decide to pay no
.cash dividends at all, paying
only scrip dividends instead.

" dividends — the issue- of shares®

1t
f

“.cash ‘may.not lik

‘T payments:

—unm—nﬂ_-
Jeyolution

Stenr

. They could easily justify such a
policy. ) .
They could point out that
paying cash dividends will put
up their {ax bill and leave with
them less to invest. N
Paying out scrip dividends
only would not increase their
tax burden, but would leave
them with 60 percent of their
profits to invest, against 35 per- .
cent previously. .
Investing this higher percent-
age would greatly accelerate
their. profit_growth and boost :
the share price. - :
Therefore, they cdn argue; it
would be in the best’interest of
shareholders to get scrip div:

dends rather than cash.’" © /&
Large institational investors
are likely to favour such a polis 7
cy. o :
They frequently complain
that companies pay them divi- :
dends which they have a prob-
lem investing. Then eyery foir
or five years the same, com

panies come to:ther for fiew = :

capital.

Small
serip- dividénds or;small ‘¢ash -
The

et

““sident of the Johannesburg

.. seeking income rather than cap-

could; of- -

course, sell the shares they re- .
ceive, X

However, with brokérs im-
posing a minimum charge of '
R30, and with odd lots usually |
changing hands at a discount to
the market price, they are un-
likely to get the full cash value
of serip dividends. -

Roy Andersen, executive pre-

- Stock Exchange, says investors

“ital growth might probably
have to switch part of their in-
vestments from ‘shares to co

‘porate’honds; ithe SA!

“They will first need to as-
sess investment policies and re-
lations with shareholders.

" Altogether, it.
ed companies, the sh:
and’ the economy “are about to

‘enter a period of ekciting
growth.. . - FR- S

S
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tion introducing the ew secon:
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Robben Island
et up'|

pan

AROBBEN Island adwsory com-
' mittee — as broadly rei)resenta-
- tive as possible — would he ap-
pomted soon to steer dlscussmns
about future development, Cape
"Provincial Administration
" spokesman Johan Neethling said
recently

. A private sector consultant would

" also be appointed, he said.

. The island is currently a marine

., Teserve and conservation area, hous-
" ing a variety of marine and wildlife

a including penguins, buck, partridges

" and ostriches,

It has an operational prison that

¢« can house 850 criminals and 110
- houses for correctional services staff.
There are also shopping and sports
" facilities, a mosque and church.

Outgoing Tourism Minister Org -

. Marais’ request last week for

* R250 000 to conduct an environmen-
."tal impact study of future develop-
£ -ment on the island was rejected by
"', Parliament and funds for this would

. have to be found from another
" source, he said.

" This assessment was imperative
and would examine how many tour-
ists the island could accommodate
daily and the effects of this and devel-
opment, he said.

+.  However, any such development

. would probably not take place before
1997 and would involve across-the-

. board facilities ranging from a five-

- star hotel to self-catering accommo-

" ment, work was under wdy ‘on

PETER GALLY ;

THE increased " VAT §i
 Kigher transfer’ dutfeq b
R

fective last week.
_Camdon'’s naﬂon&lddft

datxon and camping facilitie . .
Robben Island Correction

vices der Col De N ¥

said the Correctional Servicgs
Department would relifiquish coritrol:
of the island by the end of 1998, ?

But premises for a new prison and
funding for this still had to-be found;

“Transport costs make “Rotibe
Island the most expensive prison i
the country to run. The néw prisolf
will have to be able to accommodate el

the overpopulation of prisoners in the *|

western Cape and will theréfore have
to be large enough for a t 2000
inmates,” he said.

A site for the new pnson had not
yet been found.

Asked whether ‘a new prison was
economically viable at present De:
Nysschen said one needed £ 10k at.
the present budget for the s
see'that it was viable”;

In another western Capé.devi

infrastructure for the residential side
of the Victoria & Alfred Waterfront
project. This would take the formof a’
townhouse development, com&ﬁsmg
600 units ranging from oné taur
bedrooms.

While a total of Rifm wonld be’
needed to build the planned aquar-
ium, an ihitial R25m would be sought,
which - would hopefuily be raised from

i Scott McHi@ shidgd
ernment was “Incf‘énainglj;%i
misguidedly” tappisi the p)

"ty market as a tix nillch oW,
“This is out of stbp withr ovs-
seas trends, which have geneyui
- tix allowances to encurage phyj
e s e
ed this si ) cy
y lie avalysed the info‘li ;
| load on property 48 i
[1When GST was ix n*i:émﬁ;g g
building a new hone} :
to 13% GST on m 8
Whén VAT was lifbd,
was changed $o 10%68 Matf
dnd labour, which ?
{CWhen buying q ﬁx .
- developer, no GST'
Then 10% VAT Wak’ n'M
which increased 1o %.
agents’ commissi
viously GST free,
10% VAT and now (-
I Under the GST 39
|:duty ot 1% wag |

ance. Thig rose to 1»% bn 1
R50 000 and 5% on the B
now 1% is payabld ‘on
R60 000, 5% on betwel
and R250000 and 8%
amounts over R250 600;
McRae said & néw pioj
vigion would result in a
construction sector -and

cific parts of the aquarmm o

ing spe- | §

g affordehility,
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VALUE-ADDED TAX:

210
PRICE TICKETS

In terms of the provisions of section 65 of the Value-
Added Tax Act, 1991, prices must be displayed
inclusive of VAT. The Commissioner may, how-
ever, approve any other method of displaying
prices of goods or services in the case of an
increase or decrease in the VAT rate.

In view of the announcement of an increase in the
VAT rate on 7 April 1993, vendors will be permitted
to reflect both the inclusive price at 10 per cent
and the inclusive price at 14 per cent on two
clearly distinguishable labels in order to facilitate
the change over from the old rate to the new rate.
Notices should be prominently displayed at all
entrances to the premises in which the enterprise
is carried on and at all points in such premises
where payments are effected, explaining which
label represents which price.

Issued by: The Commissioner for Inland Revenue,
Pretoria.

1717 —A

KOMMISSARIS VAN
BINNELANDSE INKOMSTE

BELASTING OP TOEGEVOEGDE WAARDE:
PRYSETIKETTE

Ingevolge die bepalings van artikel 65 van die Wet
op Belasting op Toegevoegde Waarde, 1991,
moet pryse inklusief van BTW vertoon word. Die
Kommissaris kan egter in die geval van 'n verho-
ging of 'n verlaging in die BTW-koers enige ander
metode vir die vertoon van pryse van goed of
dienste goedkeur.

In die lig van die aankondiging van 'n verhoging in
die BTW-koers op 7 April 1993, word onderne-
mers toegelaat om beide die inklusiewe prys teen
10 persent en die inklusiewe prys teen 14 persent
op twee duidelik onderskeibare etikette te vertoon
ten einde die oorskakeling na die nuwe koers te
vergemaklik. Kennisgewings wat 'n verduideliking
gee van watter etiket watter prys verteenwoordig,
moet prominent by al die ingange tot die perseel
asook by al die betaalpunte vertoon word.

Uitgereik deur: Die Kommissaris van Binnelandse
Inkomste, Pretoria.

14732—1



2 No.14732 GOVERNMENT GAZETTE, 16 APRIL 1993
2 APRIL 1993 2 APRIL 1993
PRESS STATEMENT PERSVERKLARING

by the

COMMISSIONER FOR
INLAND REVENUE

WF

VALUE-ADDED TAX:
CHANGE OF VAT RATE

In terms of the proposed new section 67A (2) of the
VAT Act which is introduced by clause 6 of the
Value-Added Tax Bill, 1993, the supply of goods
for which an invoice has been issued or any pay-
ment of the consideration has been received by
the supplier on or before 6 April 1993, but which
are delivered after that date are subject to the new
rate of tax (14 per cent).

The Deputy Minister of Finance announced in Parlia-
ment on 1 April 1993 that the rule in regard to the
delivery of goods in these circumstances is to be
relaxed. The amended provision will provide that
where goods are supplied (i.e. as contemplated in
terms of the general rules in the VAT Act) before

7 April 1993 and are delivered within 21 days of |

that date (i.e. 28 April 1993) the old rate of 10 per
cent will apply.

This announcement was made as a result of urgent
representations received from vendors whose
commercial practice is to deliver goods to their
clients only a few days after the sale transaction
has been concluded.

Dr Alant also announced that where a lay-by
agreement has been entered into before 7 April
1993, the 10 per cent rate will apply, even though
the goods are delivered at a later date. An amend-
ment to this effect will be introduced later in this
session.

Issued ‘by: The Commissioner for Inland Revenue,
Pretoria.

7 APRIL 1993
PRESS STATEMENT
by the

COMMISSIONER FOR
INLAND REVENUE

S

~y

INCOME TAX: REMISSION OF INTEREST FOR
THE LATE RENDITION OF RETURNS

In his reply to the budget debate, the Minister of
Finance announced that the Commissioner for
Inland Revenue has taken the first step to promote
co-operation between taxpayers and his office and
invited taxpayers to join in this endeavour.

deur die

KOMMISSARIS VAN
BINNELANDSE INKOMSTE

BELASTING OP TOEGEVOEGDE WAARDE:
VERANDERING VAN BTW-KOERS

Ingevolge die voorgestelde nuwe artikel 67A (2) van
die BTW-wet wat deur klousule 6 van die
Wysigingswetsontwerp op Belasting op Toege-
voegde Waarde, 1993, ingevoer word, is die
lewering van goed waarvoor 'n faktuur uitgereik is
of enige betaling van vergoeding deur die leweraar
ontvang is voor of op 6 April 1993, maar wat na
daardie datum afgelewer word, aan die nuwe
belastingkoers (14 persent) onderhewig.

Die Adjunkminister van Finansies het op 1 April 1993
in die Parlement aangekondig dat die reéi met
betrekking tot die aflewering van goed in hierdie
omstandighede verslap gaan word. Die gewysigde
bepaling sal bepaal dat waar goed gelewer word
(d.i. soos beoog ingevolge die algemene begin-
sels van die BTW-wet) voor 7 April 1993 en binne
21 dae na daardie datum (d.i. 28 April 1993) afge-
lewer word, die ou koers van 10 persent van toe-
passing sal wees. .

Hierdie aankondiging is gedoen na aanleiding van
dringende vertoé wat van ondermnemers ontvang is
wie se kommersiéle praktyk is om goed eers 'n
paar dae nadat die kooptransaksie gesluit is, aan
hulle kiante af te lewer.

Dr. Alant het ook aangekondig dat waar 'n bérekoop-
ooreenkoms voor 7 April 1993 aangegaan is, die
koers van 10 persent van toepassing sal wees,
selfs al word die goed eers later afgelewer. 'n
Wysiging te dien effekte sal later in hierdie sessie
ingevoer word.

Uitgereik deur: Die Kommissaris van Binnelandse
Inkomste, Pretoria.

7 APRIL 1993

PERSVERKLARING
deur die

KOMMISSARIS VAN
BINNELANDSE INKOMSTE

INKOMSTEBELASTING: KWYTSKELDING VAN
BOETES VIR DIE LAAT INDIENING VAN OPGAWES

Die Minister van Finansies het in sy repliek op die
begrotingsdebat aangekondig dat die Kommissa-
fis van Binnelandse Inkomste die eerste stap
geneem het om samewerking tussen belas-
tingpligtiges en sy kantoor te bevorder en belas-
tingpligtiges uitgencoi om in hierdie strewe te deel.
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The Commissioner for inland Revenue intends notto
impose penalties for the late rendition of income
tax returns for the 1993 and previous years of
assessment which are submitted before 31 August
1993 and in respect of returns already received
and for which assessments have not yet been
raised. This concession will also apply to tax-
payers who neglected to register for income tax
purposes and who submit their returns during this
period. .

In granting this concession the Commissioner for
Iniand Revenue undertakes to apply the following
procedure:

(a) No penalty will be imposed for the late rendi-
tion of an income tax return for the 1993 and
previous years of assessment if said return is
submitted during this period.

(b

During this period, no penalties will be
imposed for the rendition of income tax
returns in respect of the 1993 and previous
years of assessment by taxpayers who, until

’\’) now, have never applied for an income tax

return and where consequently never regis-
tered for income tax purposes.

—
(2]
=

No penalties will be imposed for the late
rendition of income tax returns for the 1993
and previous years of assessment by taxpay-
ers who are or were registered within Inland
Revenue but cannot be traced and who sub-
mit their outstanding returns not later than 31
August 1993,

No penalties will be imposed in respect of
income tax returns which have already been
received for the 1993 and previous years of
assessment but were submitted late and in
respect of which assessments have not yet
been issued. Taxpayers who received
assessments with a “date issued” later than
the date on which the Minister made his
announcement, i.e. 2 April 1993, and on
which penalties for the late rendition of a
return are shown, must contact their local
Receiver of Revenue for a remission of such
penalties.

(d

Receivers of Revenue are prepared to help any tax-
payer who wishes to take advantage of this oppor-
tunity and needs assistance with the completion of
his return.

This period of grace affords taxpayers a real and
valuable opportunity to submit their returns without
the imposition of penalties. The Minister of
Finance expressed his confidence that taxpayers
who are affected by this will avail themselves of
this opportunity to get their tax matter in order.

Issued by: The Commissioner for Inland Revenue,
Pretoria.

Die Kommissaris van Binnelandse Inkomste is van
voorneme om geen boetes te hef vir die laat
indiening van inkomstebelastingopgawes vir die
1993 en vorige jare van aanslag wat voor 31
Augustus 1993 ingedien word en ten opsigte van
opgawes reeds onivang waarvoor aanslae nog nie
gehef is nie. Hierdie vergunning sal ook geld vir
belastingpligtiges wat nagelaat het om vir
inkomstebelastingdoeleindes te registreer en wat
hul opgawes gedurende hierdie tydperk indien.

Met bogencemde toegewing onderneem die Kom-
missaris van Binnelandse Inkomste om die vol-
gende prosedure toe te pas:

(a) Geen boete sal gehef word vir die laat indie-
ning van inkomstebelastingopgawes, vir die
1993 en vorige jare van aanslag, indien
sodanige opgawes gedurende hierdie tyd-
perk ingedien word nie.

{b) Geen boete sal gehef word gedurende hier-
die tydperk vir die indiening van inkomste-
belastingopgawes vir die 1993 en vorige jare
van aanslag deur belastingpligtiges wat tot
op hede nooit om 'n inkomstebelastingop-
gawe aansoek gedoen het nie en derhalwe
nie vir doeleindes van inkomstebelasting by
Binnelandse Inkomste geregistreer is nie.

(c) Geen boete sal gehef word vir die laat indie-
ning van inkomstebelastingopgawes vir die
1993 en vorige jare van aanslag deur belas-
tingpligtiges wat by Binnelandse Inkomste

- geregistreer is, of was, maar nie opgespoor
kan word nie en wat nie later as 31 Augustus
1993 hui uitstaande opgawe indien nie.

(d) Geen boetes sal gehef word ten opsigte van
inkomstebelastingopgawes vir die 1993 en
vorige jare van aanslag wat reeds ontvang is,
maar wat laat ingedien was, en waarvoor
aanslae nog nie uitgereik is nie. Belas-
tingpligtiges wat aanslae ten opsigte van
hierdie opgawes ontvang het met 'n “datum
uitgereik” na die datum waarop die Minister
die aankondiging gemaak het, d.w.s. 2 April
1993, waarop boete vir die laat indiening van
'n opgawe getoon word, moet sy plaaslike
Ontvanger van Inkomste kontak vir die
kwytskelding van sodanige boete.

Die Ontvangers van Inkomste staan gereed om
belastingpligtiges wat graag van hierdie geleent-
heid gebruik wil maak en wat hulp nodig het met
die invul van hul opgawes, behulpsaam te wees.

Hierdie grasietydperk bied aan inkomstebelasting-
pligtiges 'n wesenlike en waardevolle geleentheid
om hul opgawes in te dien sonder die oplegging
van boetes. Die Minister van Finansies het sy ver-
froue uitgespreek dat belastingpligtiges wat
geraak word, hierdie geleentheid sal benut om hut
belastingsake in orde te kry.

Uitgereik deur: Die Kommissaris van Binnelandse
Inkomste, Pretoria.



ANGLO American has postponed announ-

cing year-end results for three of its invesi-

ment companies hecause of uncertainty

surrounding the implications of the new
dary tax on comp STC).

An Anglo spokesman Said yesterday
“There is still some uncertainty regarding
the practical application of aspects of STC
and urgent clarificaton is being “sought
(from government) on these matters.” The
implications of the tax had to be cleared up
hefore the companies made their year-end
statements to shareholders. =

The problems centre on diamond invest-
ment company Anglo American Invest-
ment Trust (Anamint), gold investment
company Amgold, and exploration and in-
vestment company New Central Wit-
watersrand, which ‘have their financial

Tax confusion delays results |

g Yarmew cinn 320)

Miance Minister Derek Keys said earli-
er this month that all companies paying
dividends after March 17 would be liable
for STC, which is a 15% levy on ibut-
able profits, b (}-ﬁz

This could prejudice”companies with
March 31 year-ends because they would
fall under two tax siructures: both STC and

-the old 48% company tax rate because
their year-end comes before the imple-
mentation of the lower 40% rate on April 1.

The postponement of the results comes
as business continues to grapple with the .
implications of the Budget. Sacob-has
made representations to government seek-
ing redress for companies prejudiced by

~+8TC. The new system has knocked shares

(1To Page 2

year-efids on March 31, ~

DFrom Page 1

Results tiorny le 9’ @g ) ’
in'some companies with low effective Iy zady. The mines, likely to opt,

rates and high dividend payments, such as
paper producer Sappi, which will emerge
worse off under STC.

In fact, STC will make httle materxal
difference to the three Anglo companies.

Anamint derives most of its income "

from dividends r d from
Foreign dividend

are. ex-

cluded from STC because they reflect pro- *

fits which db not have the benefit of the
lower company tax. -
Amgold and New Central Wlts recewe

in terms of the Budget proposals for their
- old tax and lease formula, would be paying
-an effective 48% tax rate, :
', -However, Keys told Parliament it 'was
ecessary to allow credit to gold mines’
corporate shareholders for divndends de-
,clared by the mines, - .*

- aras1

““Consequently, the  three chmpanies

would be liable for STC only on’ ternally
generated income.

" Anamint earned R19m in mtemt in

the bulk of their income from divid

from gold mines. There was initial concern
that gold investment companies would be
prejudiced by STC because they would be
paying the new tax on dividend income
from gold mines which had been effective-

1991/92, fed with divid
of R394m; Amgold received R68m in inter-
est and other income compared with in-
vestment income of R220m; and New Cen-
tral Wits R279 000 compared with R3,8m.
The companies pay little or no tax..

recexpts L




M lol4|s2
COMPANY TAX

Keys clarifies

When is a dividend not a dividend (for tax
purposes)? The answer is more complex than
it seems, in relation to the new secondary tax
on companies announced by Finance Minis-
ter Derek Keys in his Budget speech.

Keys recently put some flesh on to the
bones of the original statement in the Budget
debate. He explained that the present defini-
tion of dividend, in the Income Tax Act,
excludes from its scope capitalisation shares
which are awarded to shareholders. If, how-
ever, the share capital is subsequently re-
duced, any amount which has been paid to
shareholders (out of profits which have been
capitalised) is to be regarded as a dividend
and taxed accordingly. So, in these circum-
stances, the company would have to pay tax
on the amount involved.

The amending Act will clarify the position
of the company which gives its shareholders
the option of taking capitalisation shares or a
cash dividend. The capitalisation shares will,
in that case, not be regarded as dividends,
unlike the cash alternative. In the past, says
Deloiite & Touche tax partner Willem
Cronje, this point was obscure and its clarifi-
cation is most welcome,

All of this has no bearing on the situation
where a company, which owns shares in
other companies, distributes its holdings to
its own shareholders as a dividend in kind
(that is, specie). Such a distribution falls
within the definition of dividend in the Act
and would attract secondary tax on com-
panies.

But how do you value a distribution in
kind? In the case of a share-dealing company
which distributes shares which comprise its
trading stock, a proviso to section 22(8) of
the Act requires the company to treat the
distribution as a realisation in its own hands,
This would oblige the company itself to pay
income tax on any profit. Moreover, the
dividend in kind would have to be valued at
market value at the date of the declaration,

In the case of shares+held as investments
by a company, the question of income tax in
the company’s hands would not arise. But
the Act is ambiguous on the question of how
to value a dividend in kind other than trading
stack. This should be clarified for broader
reasons.

Lastly, Keys in his speech promised {egis-
lation to support the unbundling — initially
— of quoted companies. This can only mean,
says Cronje, exemption of companies and

shareholders alike from

the tax

(set out above), of distributionc::tx”s tﬁugm
pany’s shareholdings, It might also megl .
Sxemption from other taxes to facilitate ca ,
ital reconstructions where appropriate in thp
course of unbundling, l'3

— %
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Sentrachet), dual

SENTRACHEM's resuits are one of
the first to reflect the benefits of the
dual tax system 1 in the

uss-Tr

taxwﬁoost

By ZILLA EFRAT

Budget.

Attributable earnings rose 25,6%
in the six months to February. With-
out the tax change they would have
nsen 18% — still an unpressxve

g for a chemi in
the current tough economic environ-
ment.

The dual tax system, which en-
tails a fall in company tax to 40%
and a secondary tax of 15% on divi-
dends payouts, bolstered Sentra-
chem’s earnings a share by an extra
2c to 32,3¢ (25,7¢c).

Managing director John Job says
that because this addition is insig-
nificant in Sentrackem’s total fund-
ing, the benefits have not been ear-
wmarked for anything.

He does not expect the tax change .

to lead to a major shift in Sentra-
chem’s dividend policy, especially in
the current year. The group has

always had a conservative dividend
policy, with annual cover usually
three times.

Dividend cover has traditionally
been more conservative at the half-
way mark — as can be seen by the
4,6 times covered interim dividend
of Te (6¢) ann eek,

20
@\sﬁ?
entrachem’s interi arnings

also benefited from a 14,5% dip in
net financing charges and a 62%
spurt in export sales. Exports now
account for 13% (9%) of the group’s
turnover, which rose 13,3% to R1,3-
billion in the six months.

Operating income, however, was
down 1,9% at R1il4,6-million, even
though the consolidated results
from Sentrachem’s six divisions

rose 6%. This is due to “certain non-
recurring items” and a squeeze on
operating margins,

The group this week apprnved a
R20-million expansion of its Manco-
zeb fungicide plant at Sasolburg.
Some larger projects, which could
cost between R50-million and R200-
million, are heing examined.

The income statement includes a
R153-million  extraordinary item,
which largely relates to the closure
of the unprofitable Styrochem plant.

Of the amount, R3-million was
spent on investigating the acquisi-
tion of Australian chemical com-
pany Chemplex. This amounted to
1% of the purchase price and Dr Job
says the money was well spent in
helping the group to declde not to go
ahead with the deal.

He expeets earnings for the year
to be ahead of last year's, but
growth is likely to be less than the
25,6% of the first half,




,‘Rethlnk;f ‘

By Norman Chandler
Pretoria Bureau/!

Farmers have again
urged the Government to
rethink VAT on red
meat,

The Red Meat Pro-
ducers’ Organisation
(RPO) says VAT is “un-
acceptable” to the indus-
try and that the industry
is already heavily taxed

in comparison with

many foreign countries
where meat is subsi-
dised.

“Red meat is a basic

foqutuff which plays an.

mpo
"role in the nutritional '

‘needs of all consumers,
constituting approxi-

mately 17 percent of the
food basket of all con-
sumers,” says the RPO.

It argues that if VAT
were to be imposed at a

zero rate, there would be -

a saving to-the consumer
of about R700 milllon a
year.

VAT on red meat, in
combination with the

.lengthy drought, “has re-

sulted in a drastic deteri-
oration in the financial
position of all producers.

SN
‘;"meat ,

“*" Producer prices are cur-

' rently under such pres-
‘,sure that they have, i
real terms, declined for
the fxfth successive
year.” n

The RPO "~ which is
to take up the matter
with Minister of Finance
Derek Keys — adds that
it fears that red meat’s
market share may be
forfeited to substitutes.

“This will force con-
sumers to circumvent

. the formal food chain

which in turn could ex-
pose them to disease and
_poorer hygiene.”
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0 extend

 Govt unhk@'
relief fro gx%ary tax

¥

IT WAS unlikely that gov-
ernment would extend re-
lief from the provisions of
the new secondary tax on
companies (STC) to firms
reporting results on March
31, a senior Finaince
Department offxcnal saxd at
the weekend.

He was respondmg to
Anglo American’s post-
‘ponement of year-end re-
sults of three of its invest-
ment companies because of
uncertainty surrounding
the STC.

Asked about discussions
between government and
Anglo and other companies,
Finance Department direc-
tor of legal drafting Ian
Meiklejohn said he “didn’t
think there was any relief
in the offing”.

Meiklejohn confirmed
there were discussions be-

tween the department and

PETER DELMAR

Sacob on the ‘position bf
companies which believed
they had been disadvan-
taged by the STC. .~

+ Finance Minister Derek‘
Keys ‘said recently com-‘
panies paying dividends!
after March 17 would be'li-
able for the 15% STC levy”
on distributable’ profits.*
They would also qualify for’
the new tax rate of 40%.

Anglo American and:
others have complained?
that they would be pre]u- :
diced because they would
be subject to both STC. and®
the old 48% company tax.

Meiklejohn said it was'x
the Finance Ministry’s™
view that these companies
would still enjoy 1mmed1-'
ate cash flow benefits aris-®
ing from the lower com—

pany tax rate. 1
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concerned refused to prosecute members
following the opening or referral of the
said dockets; if so, (a) which attorneys-
general and (b) in (i) how many and (ii)
what matters? B4S0E
e MINISTER OF LAW AND ORDER:
(1) No.

(@), (b), (), (d), (2), (3) and (4) Fall

away.

rape, {f) robbery, (g) theft of vehicles and
cycles, (h) theft of other items, (i} damage to
property, \(j) housebreaking with intent to
steal and theft, (k) possession of drugs, (1)
drunken driving, (m) vagrancy and (n) prosti-
tution were reported in 1992 at police sta-

Space ingustry: investigation into commercial

23%Mr C W EGLIN aske inister for

Public Enterprises:

(1) Whether, with reference to the reply to
Question No 298 on 19 June 1992, the
i igation into the cc ial feas-
ibility of establishing a space industry in
the Republic has been concluded; if not,
why not; if so, what were the findings;

(2) whether he will make a statement on the
matter? B534E

The MINISTER FOR PUBLIC ENTER-
PRISES:

(1) The investigation into the market oppor-
tunities, the competition in the market,
the RSA’s potential for a winning advan-
tage and the risk factors, is already in an
advanced stage.

The investigation focuses on practical
commercial opportunities for a low
earth-orbit satellite vehicle, services and
k hing facilities. B parties from
various countries are involved, and the
best technical partners must be brought
together, the investigation is taking a
substantial amount of time. The analysis
of the market and the profitability of
each project is time consuming.

(2) A statement will be made if the report is
made known, and a statement is jus-
tified.

tions serving the Hillbrow/Berea area in Jo-

hannesburg? BS536E
The MINISTER OF LAW AND ORDER:

(a) 111 (h) 2875

(b) 51 (i) 1377

() 601 (j) 1604

(d) 1350 (k) 173

(e) 168 Mn 375

® 735 (m) 0

(g) 2507 (n) 5

Note: Hillbrow and Berea are being served
by the Hillbrow police station.

Taxation Laws Amendment Act

238. Mr R R HULLEY asked the Minister of
Finance:

&
Whether sections 12 (1) 1@}, 13 (1) (c), 15(1)
(k) and 16 (1) (a), respectively, of the Taxa-
tion Laws Amendment -Act, 1992 (Act No
136 of 1992), have come into operation; if so,
when, in each case; if not, (a) why not, and
(b) when will they come into operation, in
each case? BS41E

The MINISTER OF FINANCE:

No. The relevant sections of the Taxation
Laws Amendment Act, 1992 (Act No 136 of
1992), are amendments with regard to share-
block schemes to the Value-Added Tax Act,
1991 (Act No 89 of 1991), and have not yet
come into operation. Following that an-

of the rel d 3
practical problems were experienced with the
implementation thereof and it has been de-
cided to propose a further amendment in this
regard. The relevant section will come into
operation on the date on which the proposed

d come into op i

Hillbrow/Berea area: crime statistics
235. Mr L FUCHS asked the Minister of Law

and Order: %ﬁ
How many cases of (2) m 7 (b) culpable

homicide, (c) assault with intent to do griev-
ous bodily harm, (d) common assault, (e)

HOUSE OF ASSEMBLY

D ions/arrests/charges for b
239. Mr P G SOAL asked the Minister of Law
and Order:

‘Whether, with unmmnoam the “replies to

Question No 28 on 27 March 1990, Question
No 14 on 14 May 1991 and Question No 210

1093 ‘ “ .\N/
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on 5 May 1992, any persons have been (a)
detained, (b) arrested, (c) charged and/or (d)
3:&.20& in connection with the bombing of
certain premises, particulars of which have
been furnished to the South African Police
m@n the purpose of the Minister’s reply; if so,
(i) what are the relevant details in regard to
each of the bombings and (ii) in respect of
what date is this information furnished?

The MINISTER OF ORDER:

(), (b), (c) and (d) No.
(i) Falls away.
(ii) 31 March 1993

SAP: deaths in custody

47. Mr P G SOAL asked the Minister of Law
and Order: =

How many persons died in pélice custody in
(a) 1991 and (b) each specified month of 1992
for which statistics are available? BS#M4E

The MINISTER OF LAW AND ORDER:
(a) 153

(b) Jamuary...........
February. . .
March .. ..
April .....
May......
June .............
July ...l
August ......
September .

e

November .
December .

Total ...l 210

Murders of 16 persons

8. Mr P G SOAL asked the Minister of Law
and Order:

Whether, with reference to the replies to
Question No 27 on 27 March 1990, Question
No 55 on 15 March 1991 and Question No
131 on 18 March 1992, any persons have
c.non detained, arrested, charged and/or con-
victed in connection with the alleged murders
of 16 persons, whose names have been fur-
nished to the South African Police for the
purpose of the Minister’s reply; if not, why

not; if so, (a) what are the names of the per-
sons (i) detained, (if) arrested, (iii) charged
and/or (iv) convicted in connection with each
of these alleged murders and (b) in respect of
what date is this information furnished?

B545E
The MINISTER OF LAW AND ORDER:

Jo. no.co% has as yet been charged or con-
Soﬁn—. in connection with these murders as
there is no evidence to implicate any person.

(a) (i-iv) Fall away.
(b) 31March 1993.

SAP: criminal conduct/civil damages

249. Mr K M ANDREW asked the Minister of
Law and Order:

(1) Whether any %ﬁ& in

1987, 1988, 1989, 1990, 1991 and 1992,
respectively, with a view to investigating
alleged criminal conduct on the part of
members of the South African Police in
cases in which civil damages were paid
by mrw Minister of Law and Order fol-
moé:.m a pre-trial settlement or a trial
judgment; if so, how many were so
opened in each of these years;

(2) whether any of the dockets so opened
resulted in the successful prosecution of
mnm:.&m—.m of the Police; if so, how many
in each of these years;

[€)

~

whether the Attorney-General of the
Transvaal refused to prosecute any
members of the Police in respect of any
dockets so opened; if so, in respect of
how many such dockets? B517E

The MINISTER OF LAW AND ORDER:
(1), (2) and (3) Fall away.

Zm:.w.. As a result of the magnitude of the ad-
ministrative processes involved in order to
determine the information, the information
cannot, unfortunately, be made available at
short notice.

open for ger/good:
e
250. Mr R V CARLISLE asRed the Minister
for Public Enterprises:

How many railway stations in the Wmmcchw
HOUSE OF ASSEMBLY



" 1.the (tem' rary) velvet glove

“Rebruary 28,

L :Tax offenders paid” a
‘payments owed by taxpayers,

: i|'néw D-Day. in. the battle’ be-

| "better co-operation between the

f Révénué has confirmed" that
168 000 taxpayers were “hauled

. crackdown onoffenders in the -
/93

Its . collectlons )

who had been under the illusion
they had found loopholes in the
:tax net, plus penalties, that. in-
" creased with the severity of the

staggering R2 577 million,

- ‘réports Offences varied from ‘esca:

i MICHAEL éHESTER

.of.’income .—

AXPAYERS in danger of
hasslés.. with the Receiver
eventle have been, advised
o' circle the date August 31 on
their calendars It will mark a

buff tax returni form
into:* the - dustbin, and:-even

tagxman. . o

Returns

-The 1993/94 buff “forms Have
‘already started” dropping into
‘the postboxes ‘of 650000 ‘sala-
ried taxpayers, 860 000 provi-

" sional taxpayers with ‘addition-
#al sources ‘of ‘income from. in-
*“vestments - ‘and * so- on,:and
"+ 324'000 compariy taxpayers

tween the tax. collector and ‘tax

dodgers. . .

iThe Commlsswner of Inland |
jag

on their tax scars by this:
te:without the risk of ‘being.
bbered with penalties. |

He intends the moratorium to
tas the spur to.a phase of <

xman and the ‘taxpayer. It 4o less. than- R50000 a year.

the iron fist.
The ‘Départment of Jnland
‘ployers tnder the SITE system

nto’ “court “'in: a * natronwxde

filling  them’; in. ‘and, sendin;
year that ended on . ther gb» ¥ June 8 In factg

 though, everyone will b
take advantage of the moratori-
.'um that will rin to August 31

“transgressions, . amounted to a -

pades_.with doctored expense -
-accounts to trylng to-“camous- -

changing address to dodge the

ek’ Has been p;
*hevsays; “but

~The only taxpayers noton the
mailing ‘list:are- the: 3,8 million’
workers whose ‘wages- amount

i they were tax-imihin

They do. not have.to send back
- tax returns, and ‘their income
- tax.is deducted. by their em-
“'amine” how*countries ¢

‘ He'confirms'that’a teat

When the buff forms arrive, .
taxpayers are. asked to ‘aim at :

The truce applies not only to.
taxpayers up-to-date with their

-returns, but also défaulters who

failed to send them in last year

: and before then,

* The*tax -commissioner’ has

““undéttaken-to levy no. penalties
* whatsoéver-on late* returns <=
".as long as they dre all in‘before -

the moratorium expires.

« “Tax  poliey " difector Trevor:’

van Héerden points out that the’

moratoriun also applies to in-

formial sector traders along
th the - ‘growing ¢ ‘

a
" -part-timers runnmg stalls” at
“flea markets. .

“Wecanfiotsay’

is+ definitely
.enough to warrant more ‘atten-
txon than iri the past:”

Most” of ' the “thousands of

: traders in ‘the informal” sector,
'~ which “has’- sprea

* recent
years, ‘have " usually assurmed

* Van'-Heerden ‘says® the ‘time

“hag artived to bring them ‘into
“‘the: system when their"incomés

start - running “into  thi sands

perts has' been ass1gne

deal with'the:issue.




Political Staff

OPPdslTION MPs chlded the:

government yesterday for. allow-

ing'tHe'Inland Revenue Commis-

* sionerto refund ‘overpaynients
‘made by workers under SITE:

Amendment Bill.

said Parlianent should

ere debatmg ‘the In-»»

‘obligations on employ-:
ake correct. deductions

- But’ Mr' Goodall said he sup-
ported. the legislation neverthe:
less -as. there may have been

some. confusion in. SITE deduc-s

tion procedures:

" The. Conservative. Party:
: .-’ backed Mr Goodall's argument.:
ticPartyMPMiBman .

Deputy Finance Minister Mr
Theo’ Alant said undér the SITE
system, employees earning less

than.a'specified amount did not ;

,and on’ employees to provxde havi
"eorrect information. r :

Sl ;
tuihs, as” employers WeTe) fe-
spons1ble for detérmining;ithe
amount of income tax payable.

"Mr Alantsaid some employees

+had not kept-employers fully in-
* formed of changes intheir mari-

tal ‘status and he1r umber of
dependants.
Trade: unio ad asked for

- ovérpayments of SITE tax to be ||

refunded to workers, and this

had been agreed'to;’ -




sxstently dodged demards: ;Y 0
Inland Revenue:executive: -Chris Dempers saida)
Hennie Smit; whoihardles down of the R2,
the ‘legal interpretation.of: 1a.
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Internal Registered Stock, 12,50 Per Cent, 1996
(R146).

Internal Registered Stock, 12,50 Per Cent, 1995/6 |

(R144).
Internal Registered Stock, 13,50 Per Cent, 1996
(R142).

No. 646 23 April 1993

The Department of Finance announces hereby that
transfer documents for registration in respect of the
undermentioned Republic of South Africa Internal
Registered Stock must be lodged with the Office of this
Department at 301 Abattoir House, 50 Hamilton Street,
Arcadia, Pretoria, not later than 29 April 1993 to
qualify for the interest payment on 31 May 1993.

The registration of transfer documents thus handed
in will be finalised on 10 May 1993 whereafter the regis-
ters will be closed until the date of the interest payment.

Internal Registered Stock, 13,50 Per Cent 1996

(R142).

No. 647 23 April 1993

The Department of Finance announces hereby that
transfer documents for registration in respect of the
undermentioned Republic of South Africa Internal
Registered Stocks must be lodged with the Office of
this Department at 301 Abattoir House, 50 Hamilton
Street, Arcadia, Pretoria, not later than 30 April 1993
to qualify for the interest payment on 1 June 1993.

The registration of transfer documents thus handed
in will be finalised on 11 May 1993 whereafter the regis-
ters will be closed until the date of the interest payment.

Internal Registered Stock, 11,50 Per Cent 2001

(R104)

No. 654

&

OFFICE OF THE COMMISSIONER FOR
INLAND REVENUE

23 April 1993
REPUBLIC OF SOUTH AFRICA
DEPARTMENT OF FINANCE:
INLAND REVENUE

PRACTICE NOTE: No. 18
Date: 23 April 1993

INCOME TAX: CIRCUMSTANCES IN WHICH
CERTAIN AMOUNTS RECEIVED OR ACCRUED IN
RELATION TO THE DISPOSAL OF LISTED
SHARES ARE DEEMED TO BE OF A CAPITAL
NATURE: SECTION 9B OF THE INCOME TAX ACT,
1962 (THE ACT)

1. INTRODUCTION

The distinction between capital and income is

fundamentai to the tax system, but neither con-
cept has proved capable of a satisfactory

Binnelandse Geregistreerde Effekte, 12,50 Persent,
1996 (R146).

Binnelandse Geregistreerde Effekte, 12,50 Persent,
1995/6 (R144).

Binnelandse Geregistreerde Effekte, 13,50 Persent,
1996 (R142).

No. 646 23 April 1993

Die Departement van Finansies maak hiermee
bekend dat oordragdokumente vir registrasie ten
opsigte van die ondergemelde Republiek van Suid-
Afrika Binnelandse Geregistreerde Effekte nie later
nie as 29 April 1993 by die Departement se kantoor te
Abattoirhuis 301, Hamiltonstraat 50, Arcadia, Pretoria,
ingelewer moet word ten einde vir die rentebetaling op
31 Mei 1993 te kwallifiseer.

Die registrasie van oordragdokumente aldus inge-
handig sal op 10 Mei 1993 gefinaliseer word waarna
die registers tot die dag van rentebetaling gesluit sal
wees.

Binnelandse Geregistreerde Effekte, 13,50 Persent
1996 (R142).

No. 647 23 April 1993

Die Departement van Finansies maak hiermee
bekend dat oordragdokumente vir registrasie ten
opsigte van die ondergemelde Republiek van Suid-
Afrika Binnelandse Geregistreerde Effekte nie later
nie as 30 April 1993 by die Departement se kantoor te
Abattoirhuis 301, Hamiltonstraat 50, Arcadia, Pretoria,
ingelewer moet word ten einde vir die rentebetaling op
1 Junie 1993 te kwalifiseer.

Die registrasie van oordragdokumente aidus inge-
handig sal op 11 Mei 1993 gefinaliseer word waarna
die registers tot die dag van rentebetaling gesluit sal
wees.

Binnelandse Geregistreerde Effekte, 11,50 Persent
2001 (R104).

No. 654 23 April 1993
REPUBLIEK VAN SUID-AFRIKA

DEPARTEMENT VAN FINANSIES:
BINNELANDSE INKOMSTE

KANTOOR VAN DIE KOMMISSARIS VAN
BINNELANDSE INKOMSTE

PRAKTYKNOTA: No. 18
Datum: 23 April 1993

INKOMSTEBELASTING: OMSTANDIGHEDE WAAR-
IN SEKERE BEDRAE ONTVANG OF TOEGE-
VAL MET BETREKKING TOT DIE VERVREEMDING
VAN GENOTEERDE AANDELE GEAG WORD VAN
’N KAPITALE AARD TE WEES: ARTIKEL 9B VAN
DIE INKOMSTEBELASTINGWET, 1962 (DIE WET)

1. INLEIDING

Die onderskeid tussen kapitaal en inkomste is
fundamenteel tot die belastingstelsel, maar
geeneen van hierdie begrippe kon nog bevredi-
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definition in the Act. Despite guidelines laid down
by South African case law, the test which must be
applied to the merits of each case remains a sub-
jective one. The Tax Advisory Committee (TAC)
investigated these problems and recommended
the introduction of what is, in essence, a so-calied
“safe-haven” for shares listed on the Johannes-
burg Stock Exchange (JSE), which have been
held for a period exceeding 10 years. (The period
has since been reduced to five years). These
recommendations were accepted by the Govern-
ment, subject to certain conditions, and led to the
insertion of the provisions of section 9B of the Act
by section 9 of the Income Tax Act, 1990.

. THE EFFECT OF THE PROVISIONS '17"9

In terms of the provisions of section 9B (2) of
the Act, as originally inserted, a taxpayer may
elect that any amount which is received by or
accrues to him as a result of the disposal of an
affected share on or after 14 March 1990, be
treated as being of a capital nature in the applica-
tion of the definition of “gross income” in section
1 of the Act. Shouid a taxpayer thus exercise his
election positively and the provisions of the rele-
vant section are made applicable to him, the
effect thereof is that any profit made on the
disposa of an affected share will not be subject to
tax.

As far as the word “disposal” is concerned, the
ordinary meaning of the word must apply and wil
include various forms of change in ownership,
such as the sale, cession and exchange of
shares. Furthermore, paragraph (c) of the proviso
to section 9B (1) provides that where a share held
by a taxpayer is cancelled or withdrawn or if the
relevant company wherein the share is held is
liquidated or deregistered, such share is deemed
to be disposed of by the taxpayer.

. THE MEANING OF AN “AFFECTED SHARE”

An affected share is defined in section 9B (1)
as “... a share listed on a licensed stock
exchange as defined in the Stock Exchanges
Control Act, 1985 (Act No. 1 of 1985), which has
been disposed of by the taxpayer and of which he
immediately prior to such disposal had been the
owner for a continuous period of at least five
years .. .”. Alicensed stock exchange, in turn, is
a stock exchange to which a stock exchange
licence is issued in terms of section 9 of the last-
mentioned Act and is, at present, limited to the
JSE.

gend in die Wet omskryf word nie. Ten spyte van
riglyne wat deur die Suid-Afrikaanse regspraak
neergelé is, bly dit steeds 'n subjektiewe toets
wat op die meriete van elke geval toegepas moet
word. Die Belastingadvieskomitee (BAK) het
ondersoek ingestel na hierdie probleme en aan-
beveel dat 'n maatreél, wat in wese neerkom op
'n sogenaamde ‘‘veilige hawe”, ingestel word vir
aandele wat op die Johannesburgse Effekte-
beurs (JEB) genoteer is en wat vir 'n tydperk van
langer as 10 jaar gehou word. (Die tydperk is
sedertdien tot vyf jaar verminder.) Hierdie aanbe-
velings is deur die Regering, onderworpe aan
sekere voorwaardes, aanvaar en het gelei tot die
invoeging van die bepalings van artikel 9B van
die Wet deur artikef 9 van die Inkomstebelasting-
wet, 1990.

. DIE UITWERKING VAN DIE BEPALINGS

Ingevolge die bepalings van artikel 9B (2) van
die Wet, soos oorspronklik ingevoeg, kan ’n
belastingpligtige kies dat enige bedrag wat hy
ontvang of aan hom toeval vanweé die vervreem-
ding op of na 14 Maart 1990, van 'n geaffek-
teerde aandeel, van 'n kapitale aard beskou
word by die foepassing van die omskrywing van
“bruto inkomste”’ in artike! 1 van die Wet. Indien
'n belastingpligtige dus wel sy keuse positief
uitoefen en die bepalings van die betrokke artikei
op hom van toepassing maak, is die uitwerking
daarvan dat enige wins met die vervreemding
van 'n geaffekteerde aandeel nie aan belasting
onderhewig sal wees nie.

Wat die woord “vervreemding” betref, moet
die gewone betekenis van die woord daaraan
geheg word en siuit dit verskeie vorms van veran-
dering in eienaarskap in soos byvoorbeeld die
verkoop, sessie, of ruiling van aandele. Daarbe-
newens bepaal paragraaf (c) van die voorbe-
houdsbepaling by artikef 9B (1) dat waar ’'n aan-
deel gehou deur 'n belastingpligtige,
gekanselleer of ingetrek word of indien die
betrokke maatskappy waarin die aandeel gehou
word, gelikwideer of gederegistreer word, so 'n
aandeel geag word vervreem te gewees het deur
die belastingpligtige.

. DIiE BETEKENIS VAN 'N “GEAFFEKTEERDE

AANDEEL”
'n Geaffekteerde aandeel word in artike! 9B (1)
omskryf as “... 'n aandeel wat op 'n ‘gelisen-

sieerde effektebeurs’ soos in die Wet op Beheer
van Effektebeurse, 1985 (Wet No. 1 van 1985),
omskryf, genoteer is, wat deur die belastingplig-
tige vervreem is en waarvan hy onmiddellik voor
bedoelde vervreemding die eienaar vir 'n onon-
derbroke tydperk van ten minste vyf jaar was:
... ".’n Gelisensieerde effektebeurs op sy beurt
is 'n effektebeurs waaraan 'n effektebeurslisen-
sie ingevolge artikel 9 van laasgenoemde Wet
uitgereik is en is tans beperk tot die JEB. .

\
\
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In respect of shares disposed of prior to 18
March 1992, the qualifying period for which a
share must have been held was 10 years. As a
result of the amendment introduced by section 9
of the Income Tax Act, 1992, the period has been
reduced to five years.

In so far as the expression “share” is con-
cerned, it is not defined in section 1 of the Act and
the ordinary meaning thereof will apply and there-
fore does not include instruments such as deben-
tures, stock, bonds and units in a unit portfolio as
contempiated in the Unit Trusts Control Act,
1981,

Provision is also made in section 9B (1) to
ensure continuous ownership of an affected
share under certain circumstances, for
example—

(8) the transfer of shares from one company to
79 another in a “group of companies” as
’17 defined in section 48 of the Taxation Laws
Amendment Act, 1988, which regulates the
moratorium on the payment of stamp duty
and transfer duty with regard to the rationali-
sation of groups of companies. [Paragraph
(a) of the proviso to section 9B (1) (a)];

the subdivision of shares or the issue of capi-
talised shares on condition that the taxpay-
er’s participation rights and interests remain
unaltered and the taxpayaer under no cir-
cumstances gives any consideration, either
directly or indirectly, for such shares. [Para-
graph (b) of the proviso to section 9B (1)};
and -

the transfer of shares of a registered insurer
to another insurer in terms of the transfer of
insurance business as contemplated in
section 25A of the Insurance Act, 1943.
[Paragraph (d) of the proviso to section 9B
(1) as inserted by section 9 of the income Tax
Act, 1992.]

The period of ownership of shares which are
acquired in terms of a rights-issue does not,
therefore, automnatically follow the period of
ownership of the underlying shares which gave
rise to the rights issue, because the recipient of
the shares in terms of a rights issue normally
pays a consideration for the shares acquired
thereunder.

—
o
~

(c

Where a beneficiary acquires shares resuiting
from the distribution of the assets of a trust, the
ownership of the shares by the trustee and there-
after by the beneficiary is not considered to be
continuous in determining whether a share is an
affected share. Where, however, the ownership
of the shares already vested in the beneficiary
since the creation of the trust (as in the case of a
“bewind trust””) and the trustee was responsible
only for the administration of the assets (shares),
the ownership will be considered to be
continuous.

Ten opsigte van aandele vervreem voor 18
Maart 1992, was die kwalifiserende tydperk wat 'n
aandee! gehou moes word 10 jaar. As gevolg van
die wysiging ingevoer deur artikel 9 van
Inkomstebelastingwet, 1992, is die tydperk egter
verkort tot vyf jaar.

Wat die uitdrukking “aandeel” betref, word dit
nie in artikel 1 van die Wet omskryf nie en is die
gewone betekenis daarvan van toepassing en
sluit dit nie instrumente soos skuldbriewe,
effekte, verbande en onderaandele in 'n effekte-
groep soos beoog in die Wet op Beheer van
Effekte-Trustskemas, 1981, in nie.

Voorsiening word ook in artikel 9B (1) gemaak
om ononderbroke eienaarskap in 'n geaffek-
teerde aandeel in bepaalde omstandighede te
verseker, byvoorbeeld—

(a) oordragte van aandele van een maatskappy
na 'n ander in 'n ““groep maatskappye”’ s00s
omskryf in artikel 48 van die Wysigingswet op
Belastingwette, 1988, welke artikel die mora-
torium op die betaling van seélregte en here-
regte met betrekking tot die rasionalisasie
van maatskappygroepe reguleer. [Paragraaf
(a) van die voorbehoudsbepaling by artikel
9B (1) @);

(b) die onderverdeling van aandele of die uitrei-

king van kapitalisasie-aandele op voor-

waarde dat die belastingpligtige se deel-
nemingsregte en belange onveranderd bly
en die belastingpliglige geen vergoeding
hoegenaamd regstreeks of onregstreeks vir
sodanige aandele gegee het nie. [Paragraaf

(b) van die voorbehoudsbepaling by artikel

9B (1)l;en

die oordrag van aandele van 'n geregis-

treerde versekeraar aan 'n ander verseke-

raar ingevolge die oordrag van verseke-
ringsbesigheid soos bedoel in artikel 25A van

die Versekeringswet, 1943. [Paragraaf (d)

van die voorbehoudsbepaling by artikel 9B

(1) soos ingevoeg deur artikel 9 van die

Inkomstebelastingwet, 1992.]

Aandele wat dus ingevolge ’'n regte-uitgif
verkry is, se tydperk van eienaarskap volg dus
nie outomaties die tydperk van eienaarskap van
die onderliggende aandele wat aanleiding tot die
regte-uitgif gegee het nie, aangesien die ver-
kryger van die aandele ingevolge 'n regte-uitgif
normaalweg vergoeding gee vir die aandele
daaronder verkry.

Waar 'n begunstigde aandele verkry vanweé
die verdeling van die bates van 'n trust, word
eienaarskap in die aandele deur die trustee en
daarna deur die begunstigde nie as aaneento-
pend beskou om te bepaal of die aandee! 'n geaf-
fekteerde aandeel is nie. Waar die eienaarskap in
die aandele egter reeds vanaf die stigting van die
trust in die begunstigde gevestig het (soos in die
geval van 'n bewind-trust) en die trustee slegs vir
die administrasie van die bates (aandele) verant-
woordelik was, sal eienaarskap as eenfopend
beskou word.

&
)
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4. THE ELECTION IN TERMS OF SECTION 9B 4. DIE KEUSE INGEVOLGE ARTIKEL 9B (2)

(2
As already mentioned in paragraph 2 above,
the taxpayer exercises his election in terms of the
provisions of subsection (2) of section 9B of the
Act. The proviso to that subsection also provides
that where the taxpayer died or has no capacity to
act, the election may be exercised by the exe-
cutor of his deceased estate or the curator of his
insolvent estate (the liquidator in the case of a
company in liquidation), as the case may be.
Section 9B (3) provides that a taxpayer must
exercise his election in terms of section 9B (2)
hen he disposes of his first affected share on or
after 14 March 1990. The exercise of the election
is thus compulsory and it is exercised by the tax-
payer in his return of income in respect of the
year of assessment in which he disposes of his
first affected share. The annual return of income
also contains an appropriate question in this
regard, where the taxpayer must indicate whether
he wishes the provisions of section 9B to be
applicable to him or not.

In terms of the provisions of section 9B (4), the
election exercised in terms of section 9B (2) is
binding in respect of every subsequent affected
share which is disposed of by the taxpayer in the
relevant and every subsequent year of assess-
ment. Despite the fact that every annual return of
income contains a standard question with regard
to the section 9B (2) election, the election is exer-
cised only once i.e. when the first affected
share is disposed of by the taxpayer. It is also
important to note that the election is binding in
respect of all affected shares disposed of by the
taxpayer and not only with regard to the tax-
payer’s shareholding in the relevant listed com-
pany in respect of which he disposed of his first
share. For example, where a taxpayer holds
1000 shares in company A and 2 000 shares in
company B for longer than five years and
disposes of 500 A shares in year 1, he must exer-
cise his election in year 1 and that election is not
only binding in respect of company A, but also in
respect of the shares held in company B.

Where a taxpayer disposes of an affected
share but fails to exercise his election in his
return of income, the provisions of section 98 will
not appiy to him.

. SUBSTITUTION OF SECTION 9B (2) ELEC-
TION IN TERMS OF SECTION 9B (3A)

As already mentioned in paragraph 4 above,
the election in terms of section 9B (2) is final and
binding. By reason of the reduction in the period
of ownership from 10 years to five years in
respect of shares disposed of on or after 18
March 1992, taxpayers are, however, afforded
the opportunity to alter their election in terms of
section 9B (2).

Soos reeds in paragraaf 2 hierbo genoem,
oefen die belastingpligtige sy keuse uit ingevolge
die bepalings van subartikel (2) van artikel 9B
van die Wet. Die voorbehoudsbepaling by daar-
die subartikel maak ook voorsiening daarvoor dat
waar die belastingpligtige oorlede is of nie
handelingsbevoeg is nie, die keuse deur die
eksekuteur van sy bestorwe boedel, of die kura-
tor van sy insolvente boedel (die likwidateur in die
geval van 'n maatskappy in likwidasie), na gelang

- van die geval, uitgeoefen kan word.

Artikel 9B (3) bepaal op sy beurt dat 'n belas-
tingpligtige sy keuse ingevolge artikel 9B (2)
moet uitoefen wanneer hy sy eerste geaffek-
teerde aandeel op of na 14 Maart 1990 vervreem.
Die uitoefening van die keuse is dus verpligtend
en dit word uitgeoefen deur die belastingpligtige
in sy opgawe van inkomste ten opsigte van die
jaar van aanslag waarin hy sy eerste geaffek-
teerde aandeel vervieem het. Die jaarlikse
opgawe van inkomste bevat dan ook 'n gepaste
vraag in hierdie verband, waar die belastingplig-
tige moet aandui of hy die bepalings van artikel
9B op hom van toepassing maak al dan nie.

Ingevolge die bepalings van artikel 9B (4) is die
keuse uitgeoefen ingevolge artkel 9B (2)
bindend ten opsigte van elke daaropvoigende
geaffekteerde aandeel wat deur die belastingplig-
tige in die betrokke en elke daaropvolgende jaar
van aanslag vervreem word. Ongeag die feit dat
elke jaarlikse opgawe van inkomste 'n standaard-
vraag met betrekking tot die artikel 9B (2) keuse
bevat, word die keuse slegs eenmalig uitgeoefen,
dit wil sé wanneer die eerste geaffekteerde
aandeel deur die belastingpligtige vervreem
word. Dit is ook belangrik om daarop te let dat
die keuse ten opsigte van alle geaffekteerde
aandele deur die belastingpligtige vervreem, bin-
dend is en nie net ten opsigte van die belas-
tingpligtige se aandeelhouding in die betrokke
genoteerde maatskappy ten opsigte waarvan hy
sy eerste aandele vervreem het nie. Waar 'n
belastingpligige bv. 1000 aandele in
maatskappy A en 2 000 aandele in maatskappy
B vir langer as vyf jaar hou en hy 500 A-aandele
in jaar 1 vervreem, moet hy sy keuse in jaar 1
uitoefen en is daardie keuse nie net ten opsigte
van maatskappy A bindend nie, maar ook ten
opsigte van die aandele gehou in maatskappy B.

Waar 'n belastingpligtige 'n geaffekteerde
aandeel vervreem het, maar versuim om sy
keuse in die betrokke jaar van aansiag se
opgawe van inkomste uit te oefen, is die bepa-
lings van artikel 9B nie op hom van toepassing
nie.

. VERVANGING VAN ARTIKEL 9B (2) KEUSE

INGEVOLGE ARTIKEL 9B (3A)

Soos reeds in paragraaf 4 hierbo genoem, is
die keuse ingevolge 9B (2) finaal en bindend.
Vanweé die vermindering van die periode van
eienaarskap vanaf 10 jaar tot vyf jaar ten opsigte
van aandele wat op of na 18 Maart 1992 ver-
vreem word, word belastingpligtiges die geleent-
heid gegun om hul keuse ingevolge artikel 98 (2)
te wysig.
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The provisions of section 9B (3A) of the Act,
which were inserted by section 9 of the Income
Tax Act, 1992, therefore, now affords the tax- |
payer the opportunity to alter the otherwise bind-
ing election in terms of section 9B (2). The new
election exercised in terms of section 9B (3A)
must likewise be exercised in respect of the dis-
posal of the first affected share on or after 18
March 1992 and such election must be exercised
in the taxpayer’s return of income in respect of
the year of assessment in which he disposed of
the said first affected share. This election is once
again binding on the taxpayer in respect of all
affected shares which are disposed of by him
thereafter and in this regard section 9B (3A) (b)
provides that the provisions of subsections (2),
(3) and (4) shall mutatis mutandis apply to the
replacement election. To enable the taxpayer to
either alter or confirm his election an appropriate
question will be included in the return of income.

Should a taxpayer, therefore, have made a
positive election under the 10 year rufe and he
does not want the 5 year rule to apply to him, he
has the opportunity to withdraw that election and
replace it with a new election when he disposes of
his first effected share on or after 18 March 1992
that the provisions of section 9B should not apply
to him. Likewise, a taxpayer, if he did not make
the provisions of section 9B applicable to him
under the 10 year rule but as a result of the 5 year
rule wishes that the provisions should be applica-
ble to him, has the opportunity to make the provi-
sions applicable to him when he disposes of his
first affected share on or after 18 Masch 1992.

However, should a taxpayer have elected that
the provisions of section 9B should be applicable
to him in terms of the 10 year rule and he wishes
to remain within the provisions of the section,
notwithstanding the reduction in the holding
period to five years, the reduced holding period of
five years will automaticatly be applicable to him
in respect of affected shares which are disposed
of by him on or after 18 March 1992.

. THE INFLUENCE OF SECTION 9B ON SEC-

TION 24A

With the original insertion of section 9B into the
Act, subsection (5) of that section provided that
the provisions of section 9B would not be applic-
able to shares which were acquired by means of
an exchange in terms of section 24A. Subsection
(5) of section 9B was, however, repealed by sec-
tion 11 of the Income Tax Act, 1991, which has
the effect that the provisions of section 9B are
applicable to affected shares which were
acquired in terms of a section 24A arrangement
where such shares are disposed of on or after

12 July 1991.

Die bepalings van artikel 9B (3A) van die Wet
wat ingevolge artikel 9 van die Inkomstebelas-
tingwet, 1992, ingevoeg is, bied dus 'n belas-
tingpligtige nou die geleentheid om sy andersins
bindende keuse ingevolge arfikei 9B (2) te wysig.
Die nuwe keuse uitgeoefen ingevolge artikel 9B
(3A) moet eweneens uitgeoefen word ten opsigte
van die eerste geaffekteerde aandeel wat op of
na 18 Maart 1992 vervreem word en daardie
keuse word uitgeoefen in die belastingpligtige se
opgawe van inkomste ten opsigte van die jaar
van aanslag waarin hy genoemde eerste geaffek-
teerde aandeel vervreem het. Hierdie keuse is
weereens bindend vir die belastingpligtige ten
opsigte van alle geaffekteerde aandele wat
daarna deur hom vervreem word en in hierdie
verband bepaal artikel 9B (3A) (b) dat die bepa-
lings van subartikels (2), (3) en (4) mutatis
mutandis van toepassing is op die vervangende
keuse. 'n Gepaste vraag sal weer eens in die
opgawe van inkomste opgeneem word om die
belastingpligtige in staat te stel om sy keuse te
wysig al dan nie.

Sou ’n belastingpligtige derhalwe 'n positiewe
keuse ingevolge die 10-jaarreél uitgeoefen het en
hy nie die 5-jaarreél op hom van toepassing wil
hé nie, het hy die geleentheid om daardie keuse
terug te trek en te vervang met 'n nuwe keuse
(wanneer by sy eerste geaffekteerde aandeel op
of na 18 Maart 1992 vervreem) dat die bepalings
van artikel 9B nie op hom van toepassing moet
wees nie. Eweneens het 'n belastingpligtige,
indien hy nie die bepalings van artikel 9B
ingevolge die 10-jaarreél van toepassing gemaak
het nie, maar hy vanweé die 5-jaarreél die bepa-
lings op hom van toepassing gemaak wil hé, die
geleentheid om die bepalings op hom van
toepassing te maak wanneer hy sy eerste geaf-
fekteerde aandeel op of na 18 Maart 1992,
vervresm. .

Indien 'n belastingpligtige egter ingevolge die
10-jaarreél reeds die keuse uitgeoefen het om
die-bepalings van artikel 9B op hom van toepas-
sing te maak en hy nieteenstaande die vermin-
dering in die hou-tydperk tot vyf jaar, steeds
binne die bepalings van die artikel wil bly, is die
verkorte hou-tydperk van vyf jaar outomaties op
hom van toepassing ten opsigte van geaffek-
teerde aandele wat op of na 18 Maart 1992 deur
hom vervreem word.

. DIE INVLOED VAN ARTIKEL 9B OP ARTIKEL

24A

Met die aanvanklike invoeging van artikel 9B
van die Wet het subartike! (5) van daardie artikel
bepaal dat die bepalings van artike! 9B nie van
toepassing is nie op aandele wat deur middel van
'n ruiling ingevoige artikel 24A van die Wet,
verkry is. Subartikel (5) van artikel 9B is egter
deur artikel 11 van die Inkomstebelastingwet,
1991, geskrap wat die uitwerking het dat die
bepalings van artikel 9B van toepassing is op
geaffekieerde aandele wat ingevolge 'n artikel
24A reéling verkry is, waar sodanige aandele op
of na 12 Julie 1991 vervreem is.
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7. RECOUPMENT OF COSTS AND LOSSES

In terms of subsection (6) of section 9B, any |

costs or losses which were allowed to a taxpayer
in respect of an affected share, will be recouped
in the hands of the taxpayer on disposal of an
affected share if he has elected that the provi-
sions of section 9B should apply to him. This
recoupment also includes any reduction in the
cost price of the share in terms of the provisions
of section 22 (1) of the Act, but excludes any
costs or losses which have been allowed as a
leduction in the determination of the taxpayer’s
axable income from dividends. In cases where
no records of costs are available because the
affected shares disposed of were, for instance,
acquired many years ago, the relevant Receiver
of Revenue may be approached in this regard.
Each such case will, therefore, have to be dealt
with on its own merits.

. THE APPLICATION OF THE FIFO METHOD
ON DISPOSAL OF AFFECTED SHARES

To determine whether a share has been held
for the qualifying period of five years so as to be
classified as an affected share, subsection (7) of
section 9B of the Act provides that where a tax-

. payer holds affected shares in a specific com-
pany which he acquired on various dates and
disposes of any of such shares, the FIFO method
must be applied.

Example
Facts

Mr A purchased and sold the following shares
in B Lid:

Purchases Sales

500 shares on 30 June 400 shares on 30 June
1980 1991

1000 shares on 30 June 1400 shares on 30 June
1985 1992

1500 shares on 30 June
1988

Solution

Should Mr A have elected that section 9B be
applicable to him—

(a) the 400 shares disposed of on 30 June 1991
will represent affected shares because,
under the FIFO method, they form part of the
500 shares purchased on 30 June 1980 and
where thus held for a continuous period of
10 years; and

—
o
=

with regard to the second disposal, only
1100 of the 1 400 shares represent affected
shares, namely the remaining 100 shares
which were purchased on 30 June 1980 plus

7. VERHALING VAN ONKOSTE EN VERLIESE

Ingevolge subartikel (6) van artikel 9B word
enige onkoste of verfiese wat aan 'n belas-
tingpligtige ten opsigte van 'n geaffekteerde aan-
deel toegestaan is, by die vervreemding van 'n
geaffekteerde aandeel in die hande van die
belastingpligtige verhaal indien hy die bepalings
van artikel 9B op hom van toepassing gemaak
het. Hierdie verhaling sluit ook in enige vermin-
dering in die kosprys van die aandeei kragtens
die bepalings van artikel 22 (1) van die Wet, maar
sluit uit enige onkoste of verliese wat as 'n aftrek-
king by die vasstelling van die belastingpligtige
se belasbare inkomste verkry uit dividende, toe-
gelaat is. In gevalle waar geen rekord van kostes
meer beskikbaar is nie aangesien die geaffek-
teerde aandele wat vervreem is byvoorbeeld baie
jare gelede aangekoop is, moet die betrokke Ont-
vanger van Inkomste in hierdie verband genader
word. Elke sodanige saak moet dus op grond van
die meriete van die geval behande! word.

. DIE TOEPASSING VAN DIE EIEU-METODE

BY DIE VERVREEMDING VAN GEAFFEK-
TEERDE AANDELE

Ten einde vas te stel of 'n aandeel vir die kwali-
fiserende tydperk van vyf jaar besit is om as 'n
geaffekteerde aandeel geklassifiseer te word,
bepaal subartikel (7) van artikel 9B van die Wet
dat waar 'n belastingpligtige geaffekteerde aan-
dele in 'n bepaalde maatskappy hou wat op
verskillende datums deur hom verkry is en hy
enige van daardie aandele vervreem het, die
eerste in eerste uit (EIEU)-metode toegepas
moet word. '

Voorbeeld
Feite :

Mnr. A het die volgende aandele in B Bpk aan-
gekoop en verkoop:

Aankope Verkope
500 aandele op 30 Junie 400 aandele op 30
1980 Junie 1991
1000 aandele op 30 1400 aandele op 30
Junie 1985 Junie 1992
1500 aandele op 30
Junie 1988
Oplossing

Sou mnr. A die bepalings van artikel 9B op
hom van toepassing maak, sal—

(a) die 400 aandele vervreem op 30 Junie 1991
wel geaffekteerde aandele verteenwoordig,
aangesien dit ingevolge die EIEU-metode
aandele is wat afkomstig is uit die 500 aan-
dele wat op 30 Junie 1980 aangekoop is en
dus wel vir 'n ononderbroke periode van 10
jaar besit was; en

wat die tweede vervreemding betref, slegs
1100 van die 1 400 aandele, geaffekteerde
aandele verteenwoordig, naamiik die oorbly-
wende 100 aandele wat op 30 Junie 1980

b

=
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the 1000 shares purchased on 30 June
1985. The 1 000 shares qualify as “affected
shares” as the disposal took place after 18
March 1992 and the 5 year rule (and not the
10 year rule) applies. The proceeds from the
disposal of the 1 100 shares will thus be con-
sidered to be of a capital nature in terms of
section 9B. The remainder (1 4001 100) will
be treated according to general tax principles
(i.. capital v revenue) and not in terms of the
provisions of section 9B.

9. TAX TREATMENT OF SHARE TRANSAC-
TIONS WHERE NO AFFECTED SHARES ARE
INVOLVED

It is important to note that where listed shares
which have not been held by a taxpayer for five
ears (in other words, shares which are not
ffected shares) are disposed of, the proceeds
received from the disposal of such shares will not
WSummarily be subjected to tax. Receipts and
accruais of this nature will be treated according to
the normal guidelines which have been set down
by South African case law over the past years.
Similarly the ordinary rules will also apply in res-
pect of the disposal of shares by a taxpayer who
has not made the provisions of section 9B applic-
able to him.

ISSUED BY THE COMMISSIONER FOR INLAND
REVENUE, PRETORIA.

No. 678 23 April 1993

16 PER CENT LOAN LEVY, 1994: CERTIFICATES
No. 16000 FOR R8 800 ISSUED IN FAVOUR OF
PACKAGING DEVELOPMENT MANUFACTURING

Application having been made to the Department of
Finance for duplicates of the above-mentioned ceriifi-
cate, the original having been lost or mislaid, notice is
hereby given that unless the original certificate is pro-
duced at the Department of Finance, Private Bag
X115, Pretoria, within four weeks from the date of publi-
cation of this notice, duplicate as applied for, wili be
issued.

DEPARTMENT OF NATIONAL
EDUCATION

23 April 1993

NATIONAL MONUMENTS ACT,
No. 28 OF 1969

DECLARATION OF PROPERTIES TO BE
NATIONAL MONUMENTS

By virtue of the powers vested in me by section 10
(1) of the National Monuments Act, 1969 (Act No. 28 of
1969), |, Pieter Gabriel Marais, Minister of National
Education, hereby declare the properties as fully
described in the Schedule hereto to be national
monuments.

No. 635

aangekoop is, plus die 1 000 aandele wat op
30 Junie 1985 aangekoop is. Die rede waar-
om die 1 000 aandele as geaffekieerde aan-
dele kwalifiseer, is omrede die vervreemding
na 18 Maart 1992 plaasgevind het en die 5-
jaarreél (en nie die 10-jaarreél nie) van toe-
passing is. Die opbrengs met betrekking tot
1100 van die aandele sal dus ingevolge arti-
kel 9B as van 'n kapitale aard beskou word.
Die res (1400-1100) sal ingevolge die
gewone belastingreéls (kapitaal vinkomste),
en nie ingevolge die bepalings van artikel 9B
nie, beoordeel word.

9. BELASTINGBEHANDELING VAN AANDELE-
TRANSAKSIES WAAR GEEN GEAFFEK-
TEERDE AANDELE BETROKKE IS NIE

- Ditis belangrik om daarop te let dat waar geno-
teerde aandele wat nog nie vyf jaar in die besit
van 'n belastingpligtige is nie (met ander woorde,
aandele wat nie geaffekteerde aandele is nie),
vervreem word, die opbrengs verkry vanweé die
vervreemding van sodanige aandele, nie sum-
mier aan belasting onderwerp sal word nie. Ont-
vangstes en toevallings van hierdie aard sal inge-
voige die gewone riglyne wat oor die afgelope
jare in die Suid-Afriikaanse regspraak neergelé is,
behandel word. Net so sal die gewone reéls ook
van foepassing wees ten opsigte van die ver-
vreemding van aandele deur 'n belastingpligtige
wat nie die bepalings van artikel 9B op hom van
toepassing gemaak het nie.

UITGEREIK DEUR DIE KOMMISSAF(‘IS VAN BINNE-
LANDSE INKOMSTE, PRETORIA.

No. 678 23 April 1993

16 PERSENT LENINGSHEFFING, 1994: SERTIFI-
KAAT No. 16000 VIR R8 800 UITGEREIK TEN GUN-
STE VAN “PACKAGING DEVELOPMENT MANU-
FACTURING” .

Aangesien daar by die Departement van Finansies
aansoek gedoen is vir duplikate van bovermelde sertifi-
kaat wat verioor of verlé is, word hierby bekendgemaak
dat tensy die oorspronklike sertifikaat binne vier weke
na die datum van publikasie van hierdie kennisgewing
by die Departement van Finansies, Privaatsak X115,
Pretoria, ingelewer word, die verlangde duplikaat uitge-
reik sal word.

DEPARTEMENT VAN NASIONALE
OPVOEDING

No. 635 23 April 1993

WET OP NASIONALE GEDENKWAARDIGHEDE,
No. 28 VAN 1969

VERKLARING VAN EIENDOMME TOT
NASIONALE GEDENKWAARDIGHEDE

Kragtens die bevoegdheid my verleen by arti-
kel 10 (1) van die Wet op Nasionale Gedenkwaardig-
hede, 1969 (Wet No. 28 van 1969), verklaar ek, Pieter
Gabriel Marais, Minister van Nasionale Opvoeding,
hierby die eiendomme in die Bylae hiervan volledig
beskryf, tot nasionale gedenkwaardighede.
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THE heavy tax burden would. push
people deeper into debt this -year,

Credit Guarantee senior economist
Luke Doig said yesterdayggzo ?
“Many individuals are incurrt t or
running down their savings to meet daily
living expenses. Yet, in its 1993/°94 budget,
government requires the private consumer
to provide some 42% of total tax revenues,
up from 32% five years ago.”| '%?}
Company contributions to thefiscus fad
dropped from 23% ixi 1988 to less than 14%
this fiscal year — more a result of a de-
cline in profits during the recession than
any beneficial tax structure. %
Doig said four interest rate in tie
past year had given the individual a mea-
sure of relief, but little additional respite
could be expected in the near term.

In- 1992 insolvencies rose 24% to more
ﬁhan 5000, Default and consent judgments

BUSINESS ¥
. L ’ . 3 .
Tax burden ‘,Wlll'\gﬂé)f’\s”eﬁ /c[fé%t

|

' cline, unless a dramatic turnaround occurs

Friday, April 23 1993

[+ ANDREW KRuMM

against individuals rose 25% to R2,8bn.

The high individual tax burden would
depress consumer demand which, with.
protracted negotiations and labour unrest,
would impair business confidence, invest-
ment plans and performance. Company
liquidations and civil default judgments
against firms were expected to remain at
uncomfortably high levels in 1993,

In the first two months of this year
liquidations were 16% higher than in the
corresponding ‘year-earlier period. Civil "
default and consent judgments against
businesses were virtually static at R27m.

“There exists the real possibility of a
fourth successive year of economic de-

in the next three months. Credit analysts
will have to exercise extreme caution well
into 1094,” Doig said. ~

ROAD transport. operators not registered
| in terms of the Road Transport Quality
System (RTQS) would be prosecuted after
July 1993, NPA Road Traffic Inspectorate
deputy chief John Schnell said yesterday.
Schrell told the Outlook for Trucks
seminar in.Johannesburg operator. regis-
tration had been poor, reflecting a lack of .
awareness and .urgency. Since ‘July 1992,
11% of the 40 000 operators had registered,
He blamed this on lack of information
about requirements and the purpose of
RTQS which was to create an environment

Unregistered haullegj,,igc¢, p{gﬁ%l%fion
=

“safety were placed with proper officials.

-~ - 7 7RAcY sCunEiDER |

of safety and .quality in road transpor
deregulation, ... . :
‘Operator registrati ‘element

-to ensure:performance, compliance and

Legislation required all operators to be
registered by July 1993. o
““Given the present tempo of registra-
tion;'it is clear that many operators will
not comply,” said Schnell. .

T

dividend declarations
March 1993

| SA low
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productivi

‘| PRETORIA — SA's com-

.. ] petitiveness and producti-
| vity were rated among the

Jlowest of 14 newly industri-

alised countries, the Swiss-

.| based International Insti-

-

| tute for Management

"] Development said recently.

Its report also found SA
to be a forerunner in alco-
hol and drug abuse, divorce
and road accidents. SA
employees were not moti-
vated and attitudes and
values were not conducive

Elandsrand Gold Mining

Company Limited

Registration nanher TIANAT7/06

" ended ended . ended management quality, infra-
Mar, 1993  Dec 1982  Dec. 1992 structure, the role of gov-
‘(Audited) ernment, human resource
: development and motiva-
b 4680 5164 tion. — Sapa.

to. competitiveness. an
high productivity.
In the study SA -

pared with 13 other newly.
industrialised countries,
including Mexico,  Singa-
-1 pore, Korea, Greece, Paki-
.| stan and Venezuela.

B Factors looked at were
science and technology,

18682 |-
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THE economy was likely to show
growth — albeit limited — during
1993, according to two economic
reviews released yesterday, -
Nedbank forecast in its Monthly
Economic Profile real growth of
0,75% for 1993, while Absa said in its
Quarterly Economic Monitor it ex-
pected real growth of 0,5%.
Nedbank pointed to the better agri-
cultural crop, improved Pprospects for
global economies and the weaker
rand exchange rate as being positive
factors for the economy,

1t said the the estimated §-million

ton maize Crop raised the possibility
of increased maize s, Growth
in major global economies improved
the prospects for commodity prices;
which would benefit SA. The unshack-
ling of ‘the rand/dollar rate hoded
well for some export industries, nota-
bly gold mining, which brought about
an imprévement in earnings and pro-
fitability.: . - o £
Howevgr, it said economic activity
in mostother Sectors was
temain subdued, at least for the next
few months, as the budgetary effects
of the higher VAT rate and other
taxes resulted in lower retail sales,
It said that while political violence
continued to affect business and con-
sumer confidence, the assassination

9
pre

-accompanied

rowth

A

[AR!

leader Chris Hani could
turn out to be a force for good by
highlighting the urgency of political
change”, " it s

-t said monetary policy.was unlike-
ly to ease in 1993 ag the foreign ex-
change reserve
precarious ahead of the expiry of the
foreign debt standstiil arrangements,
~-Absa said it was possible the Bank
rate would decline by one percentage

of SACP

- point later in the year. It said money
'market, rates had
" sideways of late,

tended to' move
But weak demand

for bank credit and a possible im-

-provement jn the ‘current “account

surplus in the second half ‘of 1993,
by a moderate decline
In the inflation Tate, could lead to 3
modest fall in money market rates,
paving the way for a Bank rate cut.
s It said that while inflation wag

 Hkely to rise to double digits again in
1993 — because of the VAT and other
likely to tax: hik

-hikes — the downward trend in
core” inflation remained intact,
"The dramatic downturn in the
country’s foreign exchange es
position had heightened the need fora
strong export performance in the
year ahead, to accommodate contin-
ued capital outflow, oo

position remained .
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TAX AMNESTY
A hard cusejt:"m”“”‘B

3zo
The exclusion of provisional ers. from

the. amnesty for defaulters -announced by
Inland Revenue (Economy Apnl 16) rajses
an important -issue.

Most provisional taxpayers are mdepen-
dent operators or professional men, whose
earnings are not subject to Paye. Howevcr a
few, who are ‘essentially salary earners (so
sub_}ect to. Paye), also quahfy as- provisional
taxpayers because of othet iricome.

This means- that late payment of tax <
regardless of when an assessment is issued—
will be fully subject to interest under 89quat.
Even modest interest income ~ now about
R3 000 a year, but previously less depending
on the year of assessment — requirés a
taxpayer to.register as provisional. ~:

Matters are even worse for double-i'ncbme,_'
households for'the period of joint taxation of

- spouses — ‘up t0-1989-1990. Both incomes

will have borne Paye. However, aggregation.”

of the wife’s income raises the' marginal tax
rate, so extra-tax will be payable.

In these circumstarices;. a- defaulter will
face' a bill -for section 89quat interést for
underpayment of provisional- tax from: the
date of the third pravisional paymenit — the
August 31 following the year-of assessment.

Though all provisional taxpayers must be
tréated the same in law, there i;a practical
case for making an exception. This could be

done in the amendment to-the Income Tax .

Act that gives effect to the amnesty, "M

3
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=aHE legal n:mmm to obtain a fortune
= “Sowed the South African Receiver of
- Revenue by a kwaZulu official, has led
to'a major development in English
Jaw. The case hinges on an Italian
: 3 - engineer, Dr Mario Fargion, and his
_strategems to ensure the Receiver’s office did
=snot get its hands on his wealth.

< Employed by Ulundi at 2 modest salary, Far-
Z-gion managed to put together about R3,8-million
“between 1982 and 1985. He claims his father
died in Italy, leaving him plant and machinery
“:which he later exchanged for plant and machin-
“’ery in Swaziland, a deal which netted him great
‘wealth in local currency. Officials of the Receiv-
er’s office however say his accounts show large
sums being paid into a company he set up. They
believe-he ‘used his position in the Ulundi gov-
‘ernmentitd allocate bogus contracts. Payments
for this work was then paid into his accounts.

income which he did not declare.
unearthed after the Receiver carried out a thor-
ough investigation of Fargion’s affairs. Accord-
search more difficult by laundering funds though
“.companies and a trust. For example, he deregis-
stered the-company into which funds were. first
. ‘paid to try to cover the audit trail back to the orig-
=inal source of income. -

While Fargion delayed and frustrdted Rev-
enue trying to pursue their claimi; he'began

w<w_=wc_m._um5:=mm and Persian rugs, n_m-:o:mmu

& Krugerrands; silver, coins and cash. Among his.

r.m: :works were paintings by Raoul Dufy,
“Edouard Vuillard and others. Initially they hung
‘on the walls of his Durban home, but they were
“secretly replaced by copies inserted into the orig-
+inal frames while the authentic pictures were
“exported.
+ During 1992 the court granted ._:n_miai in
- favour of the Receiver for arrear taxes, inferest
..and penalties of R8,6-million. However, when
“the sheriff asked Fargion to point out his assets,
<he signed a document stating under oath that he
did not possess any removable assets.

The Receiver then began to sequestrate Far-
gion’s estate. However, Fargion had arranged

“no refuge from
s taxma

234 2

{woct

However it was obtained, this was taxable "
It was only

ing to trustees of Fargion’s estate, he made the

‘mised in England. However;
secretly removing his assets from the country —

Juf.

forabond to be: ﬂnm_mﬁ_.oa over a property owned
by a family trust and three days before he was
due 't6 be s€équestrated, he received R320 000
cash from the bond holders.

A week later he and his wife left the country
for England, taking the R320 000 w.a other valu-
ables with theri.

In theory, under international insolvency law,
the assets of a South African insolvent vestin the
trustee appointed by the Master of the South

-African Supreme Court, wherever in the io_._a .

the insolvent person may be:
In practice, however, it is difficult to trace

having the trustee’s powers recognised.

England: only certain mo_.m_ma countries are

Initially, English counsel advised that Far,
gion’s South African trusteesccould riot be. TeCOg:
the High Court of
was persuaded-to

Justice, Chancery Division,

reaching order whic
Aftican trustees to take ifito their possession all

Fargion’s assets in England.. The court also .

granted an injunction to stop him disposing of
his assets and compelling him to file an affidavit
setting out his financial position.

A further order was granted after he filed an
inadequate explanation of his financial position.
Under this order he had to appear in the High
Court of Justice in Bankruptcy to be examined
about his movable property. This gave the

trustees the opportunity to cross-examine Far-

gion under oath. They had the added advantage
of the particulatly strict English attitude to per-
jury, which regards it as a serious offence if a

assets overseas. One of the biggest difficulties is .

recognised in terms of the English Bankruptcy:
Act and are given powers similar to those of.an
. English trustee. This country is not one of them.

South African tiustees are at a disadvantage in "

'make new English law. The coturf granted a far. .

bankrupt is caught lying under oath.
In effect, the South African trustees in the Far-
gion case persuaded the English court that it had
an inherent common law power to recognise for-
-eign trustees and give them the right to exercise
in the United Kingdom, those powers that they
would have in South Africa or elsewhere,

‘This decision could have implications for
trustees from any other country, trying to catch
insolvents fleeing to England to evade their cred-

itors.

It had an immediate effect in the Fargion case:
had the trustees been forced to follow conven-
tional English procedure there would have been
considerable delay and cost, and many of the
assets involved could have disappeared. Instead,
the new law allowed the trustees to interrogate
Fargion very quickly. Following this cross-
examination, it became clear that Fargion could
not hold to his claim that he did not possess any

moveable assets. Instead, his lawyers have pro-
posed a settlement of R850 000 payable to the
trustees. However, the trustees are holding out
for more and discussions are continuing in Lon-
don.

@Trustees for Fargion are EM Fey of Coopers
Theron Du Toit, who cross-examined him, BStC
Cooper of Cooper Trust and AJ McEwen of KPMG
Aiken & Peat. The attomeys acting for the trustees
are Cox Yeats of Durban who instructed Paisner
& Co of London.




Our taxpayers shouldn

T MAY surprise some, but
South Afriea’s overall tax bur-
den compares favourably with

its major trading partners.
The latest SA Budget says tax
accounts for 24 percent of gross
national product — worse than
Japan (20,5 percent), Switzerland
(20,8 percent), the United States

(21,4 percent) and France (22,4 per-

cent).

Taxation accounts for around
25 percent of Germany and Italy’s
gross domestic product. For the
UK it is 27 percent, 32 percent for
Canada and 357 percent of Swe-
den’s economy.

Yet this is only part of the story.
Individuals in SA’s major trading
partners must make social securi-
ty payments, mainly towards un-
employment insurance, State pen-
sions and health,

Benefits are free medical treat-
ment, social services for the poor

BESIDES straight tax,
overseas workers also chip
in for medical care,
pensions and the dole,
writes NEIL BEHRMANN
from London.

and the dole for the jobless.

Tax and social security deduc-
tions as a percentage of GDP are
thus 51 percent for Sweden, 44 per-
cent for France and Germany,
41 percent for Italy, 38 percent for
Canada, 33 percent for the UK,
31 percent for the US and 29 per-
cent for Japan.

From these figures it can be
seen that South Africa has some
way to go to match the welfare
payments made in leading indus-
trial coutries.

Comparing actual tax rates, the
South African burden on individu-

mble

. 20
als is mucirgreater than the UK.

Middle managers, general prac-
tioners, average accountants and
senior journalists earn between
£35000 and £50 000 (R171500 and
R245 000) in the UK.,

In the UK, the individual must
make social security payments
which rise next year to 10 percent
from 9 percent.

The scale of the national insur-
ance take is also limited to a max-
imum of 10 percent up to incomes
of £21000 (R102900). Thus a mar-
ried person with a taxable income
of £40 000 (R196 000) would be pay-
ing 4,5 percent on natlonal insur-
ance contributions.

A large proportion of UK upper-
income earners, however, pay for
their own private insurance be-
cause of the National Heaith Ser-
vice's long waiting lists. But the
benefits are available for all, re-
gardless of income.
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AVOID PENALTIES: Pay before September

A

Savmg grace

from

friendship to erring

HE taxman has ex-
I tended a hand of
taxpayers. Clear up

all your arrear tax matters

before August 31 this year
and no penalties will be le-
vied, a notice from the fax
authorites declared this
week. .

According to the Commis-
sioner for Inland Revenue,
otherwise known as your
friendly taxman, this conces-
sion has been extended to all
personal taxpayers who have
either omitted to complete re-
turns or have never before re-
gistered as taxpayers.

This comes after Minister of Fi-
nance Derek Keys, speaking in his
Budget debate in Parliament, an-
nounced he would like to promote
co-operation between taxpayers
and the tax collection depart-
ment. The hoped-for result would
be increased efficiency in tax col-
lecting.

The statement by the tax auth-
orities this week reads as follows:
“The Commissioner for Inland
Revenue intends not to impose
penalties for the late rendition of

chr z,(dcpl 93

nan

A

\__/ ‘/ iore the end of August. :
"THE concession comes ;| 8Durig this poriod, o penl- |
after Finance M!mster ¢ tion of income tax returns in re-
Derek. Keys said he * - spect of the 1993 and previous
would like to promote years. This also applies to tazpay-
co-operation between .. ers who have never appllgd for :
i , an income tax return and who
::ﬁg:gﬁ;sal;g:?&:g . t'\Zlex'e never registered for i income ;
X purposes. :
MAGNUS HEYSTEK ° @ The same ruling applies to all :
people who are registered with |

reports. »

" riety of reasons, cannot be traced.

" which assessments have not yet

- poses and who submit their re- °

_the late rendition of an income

income tax returns for the 1993 °
and previous years of assessment
which are submitted before Au- .
gust 31 1993, and in respect of re-
turns already received and for

been raised.

- “This concession wxll alSo apply -
to taxpayers who have neglected

. than the date on which the Minis-
to register for income tax pur-

. ter made his announcement, ie
April -2, and on which the pen-
‘alties for the late rendition of a
return are shown, mugt contact
their local Receiver of Revenue
& for a remission of such penalties.

turns during this period.”
According toa spokesman at

Inland Revenue the following pro-

cedure will apply:

@ No penalty will be imposed for ‘ N

should clear up the backlog of late

income tax returns and might
even “show a profit”.

tax return for the 1993 and previ-
ous years of assessment as long as
all the returns are submitted be-

Inland Revenue but who, for a va- §

.However, the spokesman stress- |
. ed that this period of grace does
. not extend to any outstanding in- i
come tax or interest on outstand- 3
;7 ing tax. Only the penalty, which ¥
- amounts to R100 per tax iorm, :
“will be waived. - "5 :
* "3 Taxpayers who received assess- §:
ments with a “date issued” later |

" A spokesman for Inland Reve- *
nue said this period of grace
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Mostly winners

{ Winners & losers
Earnings % change

effects of the lower tax Hmnw«
and STC. i

It found that on pre-Budget

change in historical

i) tings for industrial shares,
earnings a share, 15 reflected in dividend
using the yjelds, about 55 many shares
- ave risen as ¥
! 40% company t& Tmoat cases, fhe changes in

rate & 15% price would have been mar-
. e
:H-r @N =m N On the other hand, if indus-..

trial companies increased”

their dividend cover as the
DERER KEYS's new dual
tax system has brightened
the boardrooms of some

Ea_mm will affect their

QEEE_V. speaking, those price’ 0 almost all their

Graptic: LEE EMERTON

major compantes and gmiling are companics with 0% 2o S o Fron, Alvos, 1 shares,

adde: 0 e joom E high tax rates an - s y s

others. dend cover. The lower their Tiger, Nampak and Edgars. ABSA -3 to Sas.,ﬁw_w&uﬂwu pr
‘As with most things in life, rofit distribution, the less  Among those which ma Wooltru +N - losers of the new system.

there will be winners and-los- m..d.._.mwa.:u&. Somemay suffer are Engen, Amy a.m Amic -9 N s

ers from the system which even see their eafnings rise Amcoal, Anamint, Gold Of.note is Gencor’s mining

entails a drop in company tax by between 5% and 10%.  Fields of SA, NBS, Tongaat 2205 ® Eﬁ:ﬂ& company w.mhw:

from 459, to 40% and intro- |} Pilla m*qm_.n On the other hand, tnose 3ud Sasol e e in SA, is " Sorent Gompanes may need - fect on overall”industrial | Tiein i Coanlts this etk

duces = secondary tax o
anies (STC) of 16% on
vidend payouts. =

m_., analysts believe the

Much will depend on how
companies structure their
dividend payouts. Some may
choose t0 pass their divi-
dends or pay in scrip which is

companies with lower tax
rates — possibly capital-in-
2 tensive with large

the cash to ?E_ other pro- -
Jects.
Another factor is the effect

-company share prices had it
been in place for the .last
financial year.

The broking firm took the

expected to shoot up.

In deciding their options
some companies will have to
take mote of the different

that it had received a RLT-
million windfall in the six’
months to February. :

According to Gengold-

-, exports — and lower divi- onthe company’s share price.

winners could be in the ma- keeping kuw an aceountant’  dend cover are likely to suf- eeds of their An exercise by Framikel latest company yearend re- :
Jority — a factor which may  up late at night. At this stage, fer. They may find up to 10% ot subject to STC. B o e tatioss  Pollak Vinderine (FPV) sug.  sulis and, miniaipimg his. chaiman Gary Maude, it re;
not augur well for the fiscus. most companies are reluc. Sbaved off their profits. Dividend cover, which has may be prepared to live with  gests the dual ‘tax system torical dividend cover, ad- yertedtoa 4% taxrate but |
~ | No doubt the changes are * tant ‘to- estimate how the  Companies that should traditionally ranged between scrip dividends, but some Would nothave had michef- justed them to show the ?asn.ﬁgwuwuvwnm_uﬂ .
Sllicueo L Bues, T effect :
In nnn_:eu. nwmuu—nm:f

CONSUMER

 STAYAWAY?

JSE SHARE PRICES
{ AUGUST 1992-APRIL 1993

PICK "N PAY
HOLDINGS

Wﬂ%mwmv blues

SOME bloe-chip consumer com-
panies are feeling a double pinch —
from their customers and from in-
vestors.

Connters such as SA Breweries,

Their previous ratings were En.
counting better earnings prospects
which aze sow looking dimmer. The
horizon is littered with factors which
could further dampen disposable in-

Beverage
Pick 'n Pay and Suncrush have come
off fairly sharply after reaching
Highs earlier this year.

‘They appear fo have peaked ahead
of their time on expectatons of a
recovery which is now looking fur-
ther away.

These price corrections seem to -

Eighlight confusion abont when tfad-
ing numu&e_nuu and the economy wilt

start A threat to confidence and mar-  Urbanisation and the emerging black  now trading at about 43 500c. enjoyed a tax rate of 06%
.—.pn.uu_.."mhhu ‘time perspectivesof  kets is the praposed mass ac-  mmarket in the long term. (32%). It did not include maa

2 turnaround are discouraging, South  ton campaign which antil Some, especially the beer and bev- in its tax charge, but

African Investors often climb intp t5¢ end of May. vided for it with the dividen

highty rated shares a year, or even
two.years, ahead of an improvement.
This is the result of steadily rising
decision making lead times because
of the JSE's poor liquidity.

Analysts say these highly rated
consumer_stocks, many of them
tightly held, now offer littte room for
upside movement.

Given the gloomy news coming
from their trading environments,
shey are not expected to produce the
earnings growth demanded by their
high ratios.

come and spending.

They include costller petral and
the higher.than-expected VAT rise
announced In the Budget. The in-
creased costs are expected to add to
the inflation rate in the near term.

In general, any E&*.B_:Ee
‘ments in the consumer market is not
éxpected until a pofitical settlement
is in place. /

Not all highly rated consumer-re-
lated counters bave come off lately.
The share prices of companies like
Utico, Wooltru and Foschini are bold-
ing up well.

‘Anslysty say blue-chip industrials,
ineluding the consumer stocks, have
for some time been regarded as the
only places to be invested in.

U mining and commodity

H ‘industrials

%E.a. ._.& snﬁ showing reason-
able earnings growth in spite of the
recession. Industrials are now being
seen as fully rated, even expensive
and possibly valnerable.

Many investors are switching to
mining counters, some of which ook
inexpensive - and many of which
sbould benefit from the weakening
rand-dollar exchange rate.

mamasaiun,wu%iaﬁrn:
tw.a.._b. afaenzu._smns,
growth. o

ABP’s market for cacbonated soft
drinks has grown 9% annnally for the
past 30 yeacs. On the other hand, SA
Brews last year suffered a drop in
per capital beer consamption for the
first time In decades — a reflection
of unrelenting recession.

SA Brews is not forecast to pro-
duce any meaningfal real earnings
growth In its 1993 and 1994 years.
‘Fhese expectations can be seen in its

share last August, it a highiof 6 3504
in March and is now irading abou
5775c. .

‘A similar trend can be dcéi
other companies that serve the con
sumer market.

ABF- reached jfe yearly low ‘o

* Y450 Tast July, edged up to 2 300c i

January, only to fall to its curret
1900c.
Pick 'n Pay Holdings moved from

* “itg August low of 463¢ to peak at 700d

in March before falling back to 560c,
After a sustaiped rise, Sunerush
peaked at 50 000c¢ in January and ig

Cadbury Schweppes has followed af
similar trend, but its share price has}
not fallen so steeply in recent]
‘months. Some analysts, kowever, do}
Bnot nxm.na» it to deliver the same rate]
of earnings growth as in the past.

Although these shares are coming
off a premature rise, most analysts|
believe they will not Jose their high
status in the long run. They offer|
management strength, strong brands
and markets with growing long-term|

than seven percentage

profits are up 25,6% for the |
six months to Fel

- have been 18%. -

On the losing side is Sappi
which had to fork out R1g-
million in STC to cover its
final dividend -~ reduced by
w.._.:,alms.%u&nsm.m?

“the e paper and pulp gant

inthe income statement m<m=
though this does not conform
with the Jatest guide from the
Institute of Chartered >0.
countants,

Although uncertainty
about the mew tax system
abounds, it is expected to
boost domestic and foreign
investment and, over time,
the JSE and employment lev-
els. The hope is that in the

potential.

s_ﬁan.?sain_mas.
ner. :

share price. It bottomed at 5050c a

points. With the new system |

Without it, the rise would |
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PEOPLE'S LIVES Safe way 1o reduce blood pressure

ARRIED “WoMEN
pay 24 percent unmamed to avozd heavy taxatwn
_ moie tax _than _
their husbands
it SO percent " faxe,
more than single ™1
women but 1hey continue t0 be dis-
criminated“against ‘despité recént mty of property “anid hooses to.be
“chianges if the Tncoifie Tax Act,’ ' ¥ iaxed wn.hherhusband andigclassed;
Separate faxation of farried cot~ * “married'; persor”, witl pay less tax
plés, which was hailéd by many as a than the wnfe who does notchoose o
. breakthroiigh hias been‘proved to be” '
a major dlsadvantage for mamed
women, T
¥ According fo an articlé in the May
“issue ‘of Feming' magazine, the on the samme scalé as her husband.
womenhave found the vatious subdi-* > Qn a taxable income of R20 0
visions which were created for cou’ “she would payR2 525 whllelh ’
ples marriéd in community of prop-  classified as 4 “martied Woman i
erty and for couples ‘married under ~ pay R3 150. Best is still the couple

any marital regime to be more com- " “who decide notto mariy andré taxed
plex than the previous sysgaxp\whiqh singly. *

asdynarried person and in others
mamed woman
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A LOWER tax rate was behind a better |72
tharr expected earnings performance from. 7360
FNB, with earnings a share up 20,3% to .
810,1c in the six months to end-March from | 7190
the previous 257,7c. 6900 |-

The group’s tax rate dropped to 40%
from 48%, in line with the new company
tax regulations, and this resulted in a 22%
decline in tax paid to R1565m from
R160,0m. In addition, there was a deferred
tax rate adjustment of R139,6m, which was
added to income after tax,

Dividends were raised 10% to 85,0c a
share from 50,0c a share.

Interest income for the group improved
by 174% to R1,08bn (R920,6m). The in-
crease stemmed from a 5,9% fall in inter-
est expenditure, while interest earned re-
mained stagnant because of lower interest

" Graphic: RUBY.GAY MARTIN - Source: 7

L i
EiFst National Bank_ "4
Share price, "y o RN,
weskly close s o

(cents) }

senior GM Viv Bartlett s~aE1Td if Henry A;xi- -
bacher’s bad debts were stripped out of the '

rates in the period under review,
Bad and doubtful debt provisions ad-
vanced by 15,1% to R184,8m (R160,5m). But -

results, provisions for bad debts in the SA'
operation would have been flat in spite

of.

[ To Page 2

FNB %70 s

continued economic recession. He said this
could be attributed to a quicker recogni-
tion of potential bad debts,

Bartlett said Ansbacher would contrib-
ute to FNB’s profits before the financial
year-end.

He was still concerned that the economy
was under stress and that political issues
were exacerbating the problem,

Income before tax rose 224% to
R421,5m (R344,3m). Net income surged
79% to R332,6m (R187,8m) because of the
deferred tax. Attributable earnings
jumped 78,1% to R334,5m (R187,8m).

@zbﬂ From Page 1

An extraordinary item of R88,9m was
paid because of the finrand premium on
the acquisition of foreign subsidiaries,

FNB showed a healthy increase in ad-
vances because of the inclusion of Ans-
bacher results, Total advances grew 18,6%
to R32,06bn (R38,01bn).

Growth in advances for the SA oper-
ations was about 13% year on year and
Barlett predicted this would increase to
about 15%, excluding Ansbacher, by the
end of the financial year, .

FNB had made some progress during
the period in increasing its market share in
the home loan and instaiment markets,
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CAPE TOWN — President F W de K]erk
pays no income tax as head of state and he
is not planning to follow the British Mon-
arch by becoming a taxpayer.

Deputy Finance Minister Theo Alant
said yesterday it had always been the posi-
tion in the republic that the head of state
paid tax on his income from private
sources. The exemption, in terms of the
Income Tax Act, was resiricted to salary
and emoluments paid by the state.

In reply to a question in Parliament

*from Northm Cape MP Desmond Lockey,

Alant said any change to this dispensation
could be made only during negotiations
and if this happened an adjustment would
have to be made to his salary to compen-
sate for any tax he would have to pay.

Lockey raised the same issue during
question time, with De Klerk stating that
removing exemption would also affect the
President in a new dispensation.

Lockey had asked whether it was fair in
hard economic times for the President to
refuse to pay a cent of his “royal” income
of R21 090 a month.

De Klerk said his salary was determined
by Parliament. “If they feel I am getting
too much they are welcome to reduce it.”

Sapa reports that in answer to another
question, De Klerk said government would
seriously consider sensible initiatives for
progress in negotiations if it appeared that
the multiparty talks were close to a dead
end at the end of May.

Premdent ay. o
and has ng @Ps doO

Political Statf

But government was not thinking of "ab-
solutely unilateral action”, and there had
never been any intention of setting up a
specific six week deadline for progress.

Green Point MP Hennie Bester had
asked whether government would consider
setting up an interim muitiparty executive
if the talks did not achieve specific goals,
De Klerk said this would depend on the
progress made in the next five weeks.

In answer to a question from Sandton
MP Dave Dalling, De Klerk said govern-
ment had never threatened the TBVC
states to give up their independence.

A recent government document on re-
incorporation had been drawn up not as a
threat, but as a' basis for discussion, be-
cause government believed it would be
better for them to become part of a SAin a
strong system of regional government,

Dalling also asked whether De Klerk
believed it was correct for the SA taxpayer
to foot the bill for illegitimate govern-
ments which were blocking negotiations,

De Kierk said by focusing on the Ciskei
and Bophuthatswana, and not mentioning
Transkei, Dalling showed that his concerns
were politically inspired, and not genuine-
ly concerned with the TBVC states.

The TBVC governments were not illegit-

imate, as they had been brought into exist-

_encein terms of SA’s laws and constitution.

1
W
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standard interest rate applicable from 1 May 1993 and
until further notice, to loans granted by the State out of

the State Revenue Fund, at fifteen comma five nil per |

cent (15,50%) per annum.

The above-mentioned standard interest rate is
applicable from 1 May 1993 and until further notice to
all drawings of loans from State moneys, except loans
in respect of which other rates of interest are specif-
ically authorised by legislation of the Minister of
Finance and of Trade and Industry.

No. 707 30 April 1993
REPUBLIC OF SOUTH AFRICA

DEPARTMENT OF FINANCE:
INLAND REVENUE

OFFICE OF THE COMMISSIONER FOR
INLAND REVENUE

PRACTICE NOTE: No. 19
Date: 30 April 1993

INCOME TAX: DEDUCTION IN RESPECT OF WEAR
AND TEAR OR DEPRECIATION IN TERMS OF
SECTION 11 (¢) OF THE INCOME TAX ACT:
MACHINERY, PLANT, IMPLEMENTS, UTENSILS
AND ARTICLES (INCLUDING VEHICLES AND
EQUIPMENT) (EXCLUDING LEASED [TEMS AS
CONTEMPLATED IN PRACTICE NOIE No. 15
DATED 16 MARCH 1992) Qj
. In terms of the provision of sec 1 (e) of the
Income Tax Act (the Act), such amount [herein-
after referred to as “the section 11(e) deduction”]
as the Commissioner may think just and reasona-
ble as representing the amount by which the
value of any machinery, plant, implements, uten-
sils and articles (excluding machinery, plant,
implements, utensils and articles in respect of
which a deduction may be granted in terms of
section 12B or 12C of the Act) used by the tax-
payer for the purpose of his trade, has been
diminished by reason of wear and tear or depre-
ciation during the tax year, will be allowed as a
deduction.

2. The section 11(e) deduction is normally calcu-
lated on the diminishing value of an asset, i.e. on
the value remaining after the deduction of wear
and tear or depreciation in respect of previous tax
years. However, subject to the satisfaction of the
requirements set out in paragraph 3 below, a tax-
payer could be ailowed to calculate the section
11(e) deduction on the straight-line basis on the
cost of the asset to the taxpayer. [Note: Cost in
relation to an asset for the purposes of the wear
and tear allowance is deemed to be the cost price
which, at the discretion of the Commissioner,
would have been incurred had such asset been
acquired in terms of a cash transaction nego-
tiated at arm’s length, including the direct cost of
installation or erection, but taking into account

1975), die standaardrentekoers van toepassing vanaf
1 Mei 1993 en tot nadere kennisgewing, op lenings
deur die Staat toegestaan uit die Staatsinkomstefonds,
op vyftien komma vyf nul persent (15,50%) per jaar
vasgestel het.

Bogenoemde standaardrentekoers is van toepas-
sing vanaf 1 Mei 1993 en tot nadere kennisgewing op
alle trekkings van lenings uit staatsgelde, uxtgesonderd
lenings ten opsigte waarvan ander rentekoerse spesi-
fiek deur wetgewing of die Minister van Finansies en
van Handel en Nywerheid gemagtig is.

No.707 30 April 1993
REPUBLIEK VAN SUID-AFRIKA

DEPARTEMENT VAN FINANSIES:
BINNELANDSE INKOMSTE

KANTOOR VAN DIE KOMMISSARIS VAN
BINNELANDSE INKOMSTE

PRAKTYKNOTA: No. 19
Datum: 30 April 1993

INKOMSTEBELASTING:  AFTREKKING  TEN
OPSIGTE VAN SLYTASIE OF WAARDEVER-
MINDERING INGEVOLGE ARTIKEL 11 (e) VAN
DIE INKOMSTEBELASTINGWET: MASJINERIE,
INSTALLASIE, GEREEDSKAP, WERKTUIE EN
ARTIKELS (INSLUITEND VOERTUIE EN TOERUS-
TING) (UITSLUITEND VERHUURDE ITEMS SOOS
BEOOG IN PRAKTYKNOTA No. 15 GEDATEER 16
MAART 1992)

1. Ingevolge die bepalings van artikel 11 () van die
Inkomstebelastingwet (die Wet) word 'n bedrag
[hierna verwys as “die artikel 11(e)-aftrekking”]
wat volgens die Kommissaris se oordeel billiker-
wys en redelikerwys die bedrag voorstel waar-
mee die waarde van masjinerie, installasie,
gereedskap, werktuie en artikels (behaiwe masji-
nerie, installasie, gereedskap, werktuie en arti-
kels ten opsigte waarvan 'n aftrekking ingevolge
artikel 12B of 12C van die Wet toegestaan mag
word), deur die belastingpligtige vir doeleindes
van sy bedryf gebruik, verminder is ten gevolge
van slytasie of waardevermindering gedurende
die jaar van aanslag, as 'n aftrekking toegelaat.

2. Die artikel 11 {e) aftrekking word normaalweg op
die verminderende waarde van 'n bate bereken,
dit is op die waarde wat oorbly nadat die afirek-
king vir slytasie of waardevermindering daarop
ten opsigte van vorige jare van aanslag afgetrek
is. 'n Belastingpligtige kon egter, onderworpe aan
bepaalde vereistes, soos in paragraaf 3 hier-
onder uiteengesit, toestemming verleen word om
die artikel 11 (e) aftrekking op die vaste paaie-
ment-metode op die koste vir die belastingplig-
tige van die bate, te bereken. [Nota: Koste met
betrekking tot 'n bate vir doeleindes van die
slytasietoelae word geag die kosprys te wees wat
na oordeel van die Kommissaris aangegaan sou
word indien sodanige bate verkry is ingevolge 'n
kontanttransaksie  waarin  die  uiterste



STAATSKOERANT, 30 APRIL 1993

No. 14756 3

any recoupment in terms of section 8 (4) (e) of
the Act. In this regard, see proviso {vii) to section
11 (e) of the Act. Where an asset has been
acquired by the taxpayer by way of a donation or
bequest, the value (cost) shall be deemed to be
its retail value at the time of such donation or
bequest.] It has always been the practice that,
where a taxpayer preferred that the value of an
asset be reduced on the straight-line basis, he
had to submit such a request to his Receiver of
Revenue. Each request was then considered on
its merits.

. It has now been decided That where a taxpayer
elects to depreciate the cost of an asset acquired
by him on the straight-line basis, it will not be
necessary for him to obtain the Receiver of Reve-
nue's permission. He will, however, be required
to comply with the following requirements in
respect of the assets to which such method will
be applied:

3.1 Adequate records must be maintained.

3.2 The straight-line method must be applied to
all assets of the same class.

3.3 The annual tax return must include a sche-
dule disclosing the following information in
respect of each asset disposed of during the
year:

3.3.1 The date of acquisition as well as the
original cost.

3.3.2 The income tax value at the end of the
immediately preceding tax year.

3.3.3 The price realised on disposal or
scrapping as well as the tax value of
any profit or loss.

3.4 An asset written off in full must be
brought into account at a residual
value of R1 for record purposes.

3.5  The records to be maintained must be
such that it will be possible for the
afore-mentioned details of an asset to
be established at any point in time.

4. Where a taxpayer applies the straight-line basis,

the asset must be written off in equal annual
instaiments over its estimated useful life. The
section 11 (e) deduction must be reduced
proportionately if the asset was acquired and
commissioned during the year.

. The attached schedule contains examples of
write-off periods acceptable to Iniand Revenue.
Where a taxpayer is of the opinion that another
period should apply to an asset mentioned in the
Schedule, prior consent wil have to be obtained in
writing from the relevant Receiver of Revenue. in

voorwaardes beding is, met inbegrip van die
regstreekse koste van die installering of oprigting
daarvan, maar met inagneming van enige
verhaling kragtens artikel 8 (4) (e) van die Wet. In
dié verband, kyk na voorbehoudsbepaling (vii) by
artikel 11 () van die Wet. Waar 'n bate by wyse
van 'n skenking of erflating deur 'n belastingplig-
tige verkry is, word die waarde (koste) geag die
kleinhandelsmarkwaarde daarvan ten tye van
sodanige skenking of erflating, te wees.] Dit was
nog altyd die praktyk dat waar 'n belastingpligtige
verkies dat die waarde van 'n bate op die vaste
paaiement-metode verminder moet word, hy so
'n versoek tot sy betrokke Ontvanger van
Inkomste rig. Elke versoek is dan op eie meriete
beoordeel.

. Daar is nou besluit dat waar 'n belastingpligtige

verkies om die koste van 'n bate deur hom
verkry, op die vaste paaiement-metode te
verminder, dit nie meer vir hom nodig sal wees
om by die betrokke Ontvanger van Inkomste
daarvoor aansoek te doen nie. Daar sal egter van
hom verwag word om aan die volgende vereistes
ten opsigte van die. betrokke bates te voldoen:

3.1 Volledige rekords moet bygehou word.

3.2 Die vaste paaiement-metode van toepassing
sal wees op alle bates van dieselfde klas.

3.3 Die jaarlikse belastingopgawe 'n bylae bevat
wat, fen opsigte van elke bate gedurende die
jaar van die hand gesit, die volgende inligting
sal openbaar:

3.3.1 Die datum van verkryging sowel as die
oorspronklike koste.

3.3.2 Die inkomstebelastingwaarde daarvan
aan die einde van die onmiddellike
voorafgaande jaar van aanslag.

3.3.3 Die prys gerealiseer tydens die van
die handsetting of skrapping van die
bate, asook die belastingwaarde van
enige wins of verlies daarvan.

3.4 ’'nBate wat ten volle afgeskryf is, moet
teen 'n oorblywende waarde van Rt
vir rekorddoeleindes in berekening
gebring word.

3.5 Die rekords wat bygehou moet word,
moet sodanig wees dat dit moontlik is
om gemelde besonderhede van 'n
bate op enige tydstip.te kan bepaal.

4, Waar 'n belastingpligtige die vaste paaiement-

metode toepas, moet die bate in gelyke jaarlikse
paaiemente oor die beraamde nuttige lewens-
duur van sodanige bate afgeskryf word. Die arti-
kel 11 (e) aftrekking moet proporsioneel
verminder word indien die bate gedurende die
jaar verkry en in gebruik geneem is.

. Die meegaande bylae bevat voorbeelde van

afskrywingstydperke wat vir  Binnelandse
Inkomste aanvaarbaar is. Waar 'n belastingplig-
tige van oordeel is dat 'n ander tydperk vir 'n bate
in die bylae genoem, moet geld, moet skriftelike
goedkeuring daarvoor by die betrokke Ontvanger
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respect of any asset not included in the schedule
the proposed write-off period must be motivated
in writing upon submission of the tax return for the
relevant tax year to.enable the Receiver of Reve-
nue to decide whether or not the period is justi-
fied. ltis, however, recommended that taxpayers
obtain approval for such other period or, if the
asset does not appear in the schedule, for the
proposed write-off period, from the Receiver of

Revenue concemned hefore subpritting their tax
returns. /@ 220

. Where a taxpayer acquires “small” items (loose
tools efc.) at a cost of iess than R250 per item he
may write such assets off in full during the year of
acquisition. For this purpose a “small” item is
regarded as an item which normally functions in
its own right and is not an individual item that
forms part of a set. For example, a table and six
chairs which plainly form part of a set cannot be
divided into individual independent items costing
less than the specified amount. Where the cost of
stich a set amounts to more than R250, it cannot
be written off in full in the year in which it is
acquired.

. Where an asset is used for more than one shift,
resulting in the life thereof eventually being less
than the periods mentioned in the schedule, a
fully motivated application for a shorter write-off
period may be made to the Receiver of Revenue
concerned.

. Where a taxpayer has claimed a deduction on
existing assets in terms of the diminishing
balance method, but has elected that the balance
of such assets be written off on the straight-line
basis in future, such assets will have to be written
off over the remaining period (as laid down in the
schedule). In other words, where in terms of the
schedule an asset may be written off over a
period of five years on the straight-line basis, but
R360 (R200 + R160) has already been written off
against an originaf cost of R1 000 on the dimin-
ishing balance method, the balance of the cost
(R640) must be written off in equal annual instal-
ments over the remaining three years. Where the
original cost of an asset amounted to less than
R250, the balance on change-over to the
straight-fine basis may be written off in full in the
year of change-over (subject to the provisions of
paragraph 6 above).

. The write-off periods will apply in respect of alf tax
returns submitted on or after the date of issue of
this practice note. It is, however, not the intention
to reopen assessments already issued and in
which some other write-off period was used.

van Inkomste verkry word. Ten opsigte van enige
bate wat nie in die bylae verskyn nie moet die
beoogde afskrywingstydperk met die indiening
van die opgawe van inkomste vir die betrokke
jaar van aanslag skriftelik gemotiveer word ten
einde die Ontvanger van Inkomste in staat te stel
om te bepaal of die tydperk geregverdig is, al dan
nie. Dit word egter aanbeveel dat belastingplig-
tiges goedkeuring vir sodanige ander tydperk, of
indien die bate nie in die bylae verskyn nie die
beoogde afskrywingstydperk, van die betrokke
Ontvanger van Inkomste sal verkry voordat 'n
belastingopgawe ingedien word.

. Waar 'n belastingpligtige “klein” items (los

gereedskap ens.) teen 'n koste van minder as
R250 per item verkry, sal hy toegelaat word om
sodanige bates ten volle gedurende die jaar van
aankoop af te skryf. Vir hierdie doel word 'n
“klein” item beskou om ’'n item te wees wat
normaalweg in sy eie reg funksioneer en is dit
derhalwe nie 'n individuele item wat deel van 'n
stel uitmaak nie. Byvoorbeeld, 'n tafel en ses
stoele wat duidelik deel van 'n stel uitmaak, kan
nie in afsonderlike onafhankiike items met 'n
koste van minder as die voorgeskrewe bedrag
verdeel word nie. Waar so 'n stel se koste meer
as R250 beloop, kan dit nie ten volle in die jaar
van verkryging afgeskryf word nie.

. Waar 'n bate vir meer as een skof gebruik word,

wat tot gevolg sal hé dat die lewensduur van
sodanige bate korter sal wees as die tydperke in
die bylae genoem, kan aansoek met volle moti-
vering vir 'n korter afskrywingstydperk aan die
betrokke Ontvanger van Inkomste gerig word.

. Waar 'n belastingpligtige 'n aftrekking kragtens

die verminderende saldo-metode op bestaande
bates geéis het, maar hy verkies dat die saldo
van sodanige bates voortaan op die vaste paaie-
ment-metode afgeskryf word, sal dié bates oor
die oorblywende tydperk (soos in die bylae
vervat) afgeskryf moet word. Met ander woorde,
waar 'n bate volgens die bylae cor 'n tydperk van
vyf jaar op die vaste paaiement-metode afgeskryf
kan word, maar daar reeds R360 (R200 + R160)
op 'n oorspronklike koste van R1000 op die
verminderende saido-metode afgeskryf is, moet
die restant van die koste (R640) in gelyke jaar-
likse paaiemente oor die oorblywende drie jaar
afgeskryf word. Waar die oorspronklike koste van
'n bate minder as R250 bedra het, mag die saldo
in die jaar waarin daar na die reguitiyn-metode
oorgeskakel word, ten volle afgeskryf word
(onderworpe aan die bepalings van paragraaf 6
hierbo).

. Die afskrywingstydperke sal van toepassing

wees ten opsigte van alle belastingopgawes inge-
dien op of na die datum van uitreiking van die
praktyknota. Dit is egter nie die bedoeling om
aanslae wat reeds uitgereik is en waarin 'n ander
afskrywingstydperk gebruik is, te heropen nie.
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10. Where used assets are acquired by a taxpayer,
such assets may be written off over the expected
life of those assets taking into account the condi-
tion thereof. Such assets must be detailed clearly
in a separate schedule and submitted with the tax
return to the Receiver of Revenue concerned.

. When a taxpayer changes the calculation of the
section 11 (e) deduction in respect of any such
asset from the diminishing balance method to the
straight-line basis, he must notify the Receiver of
Revenue in writing to that effect upon the submis-
sion of his return of income for the relevant year.

COMMISSIONER FOR  INLAND  REVENUE,
PRETORIA.

SCHEDULE TO PRACTICE NOTE No. 19

WRITE-OFF PERIODS ACCEPTABLE TO
INLAND REVENUE

Period of write-
ltem off
(number of
years)
Adding machine: 6
Air conditioners (window type, moving
parts only) 6
Aircraft: Light passenger/commercial/heli-
copter: 4
Arcwelding equIPmMENt ... iveressscessisnrasens 6
Balers 6
Battery Chargers ... mrecessssssmssnsssssssesas 5
Bicycles 4
Bulldozers 3
Burglar alarms (removable) .......couriveerens. 10
Calculators - 3
Cashregisters 5
Cheque writing machines . 6
Cinema equipment ........ 5
Cold drink dispensers ... 6
Compressors 4
Computers (main frame) 5
Computers (personal computers) 3

Computers software (main frames)
Purchased ....
Self-develope

Computers software (personal computers)

Congcrete transit MIXerS.....coveeveeeneecrnrsernies

Crop sprayers

Curtains

Debarking equipment ..

Delivery vehicles .

Demountable partitions

Dental and doctors equipment.....

Dictaphones

Drilling equipment (water)...

Drills

Electric saws

Electrostatic copiers

Engraving equipment

Excavators

Faxmachines

Fertiliser spreaders.

Fire extinguishers (loose units) ...

Fishing Is

Fitted carpet:

MO SR WN =W

-
ORI GW

10. Waar gebruikte bates deur 'n belastingpligtige

11.

aangeskaf word, kan sodanige bates, met inag-
neming van die toestand daarvan, oor die ver-
wagte lewensduur van daardie bates afgeskryf
word. Sodanige bates moet duidelik in 'n aparte
skedule saam met die belastingopgawe aan die
betrokke Ontvanger van Inkomste verstrek word.

Wanneer 'n belastingpligtige die berekening van
die artikel 11 (e} aftrekking ten opsigte van enige
sodanige bate vir die eerste keer vanaf die
verminderende saldo-metode na die vaste paaie-
ment-metode omskakel, moet hy, met die indie-
ning van sy opgawe van inkomste vir die betrokke
jaar van aanslag, die Ontvanger van Inkomste
skriftelik daaromtrent inlig.

KOMMISSARIS VAN BINNELANDSE INKOMSTE,
PRETORIA.

AfKONAIGINGSIEISEIS ...ooverervenearnisneanrnrsnrennias

Afl

BYLAE TOT PRAKTYKNOTA No. 19

AFSKRYWINGSTYDPERKE AANVAARBAAR VIR
~ BINNELANDSE INKOMSTE

' Tydperk van
Item afskrywing
(aantal jare)

Baa

Bandspelers
Batterylaaiers
Betonmengervragmotor .
Bioskooptoerusting
Bokkrane
Boogswystoerusting....
Boortoerusting (water).
Bore
Brandblussers (los eenhedg)..
Brandkluise (draagbaar)
Breimasjiene

Bre

ingsvoertuie
Iperser.

DO WD O

n

Diefatarms (verwyderbaar) .........ccourecuennens
Diktafone
Draaibanke:

Elektriese sae

Elektrostatiese kopieerders......o..vrivrernes
Faksmasjiene
Fotokopieertoerusting ....
Fotografiesetoerusting
Freesmasjiene .......
Gassnytoerusting...
Gasverhitters en kooktoestelle ..
Geinstalleerde matte ..
Gemotoriseerde betonmengers.
Gemotoriseerde grassnyers..
Gemotoriseerde kettingsae
Gimnasiumtoerusting
Gordyne
Graafmasijiene.
Graveertoerusting ...vee e sseseseenniniesasanaes
Guillotines
Haarkapperstoerusting ......c...cceereeieiiins
Handboeke.

-

WO WoOoO Moot

Py

Hengelvaartuie

Hittedroérs

Hysetinstallasies (goedere).........c.couervenen
p :

-

Hyserinst:
Kasregisters
Kitswasserytoerusting........coveevivvrevereinines

-
QOTRNNONWOONhOOoRhOIWOOOOO
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Period of write-

ftem

320
Fork-lift trucks
Front-end loaders
Furniture and fittings...
Gantry cranes
Garden irrigation equipment (movable)
Gas cutting equipment...
Gas heaters and cookers...
Gearshapers.
Graders
Grinding Machings ........cuueesecesneceersrasnnons
Guillotines
Gymnasium equipment
Hairdressers equipment....
Harvesters
Heatdryers :
Heating equipment ... eiveesmsnecsnsenises
Incubators
Ironing and pressing equipment
Kitchen equipment..
Knitting machines...
Laboratory research equipment..
Lathes
Laundromat equipment ..
Liftinstallations (goods})..
Littinstailations (passenger:
Medical theatre equipment ....
Milling machine:
+ MODbile Caravans ......cuerssnressersasnsessenns
Mobile cranes
Mobile refrigeration Units ..........ovceurceesrnes
Motorcycle:
Motorised chain saws
Motorised concrete mixers..
Motor mower:
Musical instruments
Neon signs and advertising boards
Ovens and heating devices.
Ovens for heating food.
Paintings (valuable).....
Pallets
Passenger cars
Patterns, tooling and dies
Perforating equipment.
Photocopying equipment
Photographic equipment ...
Planers
Pleasure craft etc.
Ploughs
Portable concrete mixers.
Portable generators.
Portable safes ..........
Power tools (hand operated)
Public address systems
Radio communication equipment ..
Refrigerated milk tankers.
Refrigeration equipment..
Refrigerators
Sanders
Scales
Seed separators...
Sewing machines .
Shopfittings.
S0lar energy Units...........evovereevrrorcersraesesnns
Special patterns andtooling.........ccccveunrne..
Spindryers
Spotwelding equipment ..
Stafftraining equipment...

off
(number of
years)

-
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Item

Koeldrankuitmeters.
Kombuistoerusting ...
Kompressors
Kraggereedskap (handbediening)..
Kragopwekkers (draagbaar)
Kunsmisstrooiers ...........
Laaiborde
Laaigrawe
Laboratoriumnavorsingstoerusting.............
Lugversorgers (vensterraam tipe, slegs
bewegende dele) .
Mediese teatertoerusting.
Meubels entoebehore..
Mobiele hyskrane .
Mobiele karavane .
Mobiele verkoelingseenhed
Motorfietse
Muntoutomate (insluitende videospeletjie-
toestell
Muslekmstrumente .....................................
Naaimasjiene
Neonreklame en advertensieborde.............
Qesbespuiters
Oesmasjiene
Ontbassingstoerusting ..............
Oonde en verhittingstoerusting
QOonde vir verhitting van kos
Opmeters:
Instrumente
Terreintoerusting.
Opteimasjiene
Padskrapers
Passasiersvoertuie....
Patrone, werktuie en stempels...
Personeelopleidingstoerusting.
Plesierjagte ensovoorts
Ploeé
Ponstoerusting
Puntsweistoerustin,
Radiokommunikasi

yerusting
Ratarmskaafmasjiene ...

Rekenaars (hoofraam) ..
Rekenaars (persoonlike rekenaar) ..
Rekenaarsagteware (hoofraam):
ABNGEKOOP covvvvvsssenssrsessssssssmssasnsansennes
Self ontwikkel
Rekenaarsagteware (persoonlike reke-
naar)
Rekenmasjiene
Ruspergraafmasijiene.
Saadverdelers
Skale
Skawe
Skilderye (waardevol).
Skuurmasjiene
Sleepwaens
Slypmasjiene
Sonenergie-eenhede
Spesiale patrone en werktuie.
Stootskrapers '
SUYKOBIUSHNG.....cvvrnnccesmsiesssssssmnnmneeassnrees
Tandheelkundige en geneeskundigetoe-
rusting
Telefoontoerusting
Televisie- en advertensiefiims
Televisiestelle, videomasjiene en deko-
deerders

Tydperk van
afskrywing
(aantal jare)

6
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Period of write-
off
(number of
years)

Surveyors:
instruments.........

1

Field equipment ..
Tape-recorders ......
Telephone equipment.
Television and advertising films
Television sets, video machines and

decoders.
Textbooks
Tractors
Trailers
Traxcavators
Trucks (heavy duty) e rennennrisissensees
Trucks (other)
Truck mounted Cranes ........umcesssisrisans
Typewriters
Vending machines (including video game

machines)
Video cassette!
Washing MachiNeS ......eweeersssmusmisisssssscns
Water distillation and purification plant........
Watertankers
Watertanks
Weighbridges (movable parts)
Workshop equipment
X-ray equipment

OGO
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No.717
TRANS-CALEDON TUNNEL AUTHORITY

CERTIFICATES NOS. CS AND C4 EACH FOR
R100 000 ISSUED IN FAVOUR OF SENBANK (ABSA
BANK) DATED 17 DECEMBER 1991

The above-mentioned cettificates have been lost or
mislaid by the beneficiary, notice is hereby given that
these certificates are now cancelled and both the
Trans-Caledon Tunnel Authority and ABSA Bank do
not accept any liability in respect of Certificates Nos.
C3 and C4 each for R100 000 issued in favour of
Senbank dated 17 December 1991.

DEPARTMENT OF JUSTICE
No. 692 30 April 1993
MAGISTRATES' COURTS ACT, 1944

APPOINTMENT OF A PLACE IN THE DISTRICT OF
NEWCASTLE AS A PLACE FOR THE HOLDING OF A
COURT

Under section 2 (1) (h) of the Magistrates’ Courts
Act, 1944 (Act No. 32 of 1944), |, Hendrik Jacobus
Coetsee, Minister of Justice, hereby, in respect of the
District of Newcastle, appoint Dormie House in the
above-mentioned district as a place for the holding of a
court for that district.

H. J. COETSEE,
Minister of Justice.

30 April 1993

Tydperk van
afskrywing
(aantal jare)

Item

Tikmasjiene
Tjekskryfmasiiene .......ccccmerernsesssesnnsnnss
Trapfietse
Trekkers
Tuimeldroérs
Tuinbesproeiingstoerusting (roerend) ........
Verhittingstoerusting .......
Verkoelde melktenkwa
Verkoelingstoerusting .....
Vervoerbare betonmengers.
Verwyderbare afskortings ...
Videokassette ....
Vliegtuie (ligte p:
helikopters)
Vragmotorgemonteerde krane ...
Vragmotors (swaardiens})....
Vragmotors (ander)
Vurkhysers
Wasmasjiene
Waterdistillering- en -suiweringstoerusting
Watertenks
Watertenkwaens
Weegbriie (bewegende dele)
Werkswinkeltoerusting...
Winkeltoebehore.....
X-straaltoerusting
Yskaste

NODPOLOIOADRDOD
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No.717 30 April 1993
TRANS-CALEDON TONNELOWERHEID

SERTIFIKATE NOS. C3 EN C4 ELK VIR R100 000,
UITGEREIK TEN GUNSTE VAN SENBANK (ABSA
BANK) GEDATEER 17 DESEMBER 1991

Aangesien die bovermelde sertifikaat verloor of verlé
is, deur die begunstigde, word hiermee bekendgemaak
dat die betrokke sertifikate hiervolgens gekanselleer
word en dat beide die Trans-Caledon Tonnelowerheid
en ABSA Bank geen aanspreeklikheid aanvaar ten
opsigte van Sertifikate Nos. C3 en C4 elk vir R100 006
uitgereik ten gunste van Senbank gedateer 17
Desember 1991.

DEPARTEMENT VAN JUSTISIE
No. 692 30 April 1993
WET OP LANDDROSHOWE, 1944

BEPALING VAN 'N PLEK IN DIE DISTRIK NEW-
CASTLE AS 'N PLEK VIR DIE HOU VAN HOFSIT-
TINGS

Kragtens artikel 2 (1) (h) van die Wet op Landdros-
howe, 1944 (Wet No. 32 van 1944}, bepaal ek, Hendrik
Jacobus Coetsee, Minister van Justisie, hierby ten
opsigte van die distrik Newcastle, Dormiehuis in
gemetde distrik as 'n plek vir die hou van hofsittings vir
daardie distrik.

H. J. COETSEE,
Minister van Justisie.
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sc‘!_ll'hé&’Commissioner for Inland
tevenide (CIR), over the week-
end, proffered an olive branch
38000 taxpayers who invest-
in 150 film partnership
es in the mid-1980s. iz

fined. s,
fiim tnvestment, where no other
icome has been received, a de-
ction of R15000 will be al-
ed, h :

A significanit aspect of fhe set-
”engtmpfiackage is that interest

+“Some taxpayers have an ac-
crued interest bill running into
hundreds of thousands of rands.
The settlement offer is not
compulsory and taxpayers have
until September 30 to decide
whether to exercise their option.

o (520 A quirk of the settlement offer
) e ;... s that nothwithstanding the Sep-
“Taxpayers have scored a -
_lainted victory over the tax -
{..authorities in the eight-year :,
{-sbattle bver the deductibility

‘of their investments in film

'AS a compromise, the CIR will
ow investors a one-and-a-half- -
nd déduction from taxable in- -
for every one rand of the ' -
vestment amount, as de-

“In other words, for a R16000 -

~-tember deadline, interest will
- only be waived if taxes are paid
before May 3. . .
The offer represents a bitter-
" sweet victory for investors,
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schemes in the hope of ob-
. taining a tax deduction of, on

«, average, five times. They were
~assured of these deductions by ..
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~ Surances given by the tax auth-

-+, orities, . )
< The CIR's settlement offer:

falls far short of the promised
returns. However, the ‘carrot in
the settlement package is the
total waiver on interest due, -

. The interest waiver, the one-
and-a-half-times -deduction, as
well as the taxpayer having en-

1 joyed the use of the unpaid tax

money should, generally speak-
*: Ing, put investors into the posi
“'tion they were before the advent
of the film schemes, *.

~'«'These factors should ensure
- that many individuals accept the
CIR offer. Some large corporate
investors; however, might see fit
to test their cases and go for the
larger deduction. .
Flona Peart of attorneys Hof-
meyr van der Merwe advises in-
dividuals to accept the settle-

- 8he says,

“leased for commercial viewing
.in an export country, The onus is.
on the taxpayer to proye the. |
“claim, .

can be protracted. Acceptance of

the offer will set the investor’s .

tax affairs on a more even keel,”

Before election of the offe
can be made, the taxpayer must

prove that his film partnership -
.Jmet the overriding requirement

of the CIR settle_meq@ offer.

ed will be an issue for debate..

An important aspect of the
offer is that the one-and-atialf
deduction is not applied to" the
rand amount invested in the film

partnership, but applied to a de- ’
S

fined “net amount”, ...

This net amount is
the contributed amount of the
film investment, less any income

- received by the investor until

February 281993 ...,
‘Those who invested in success-

lised by this condition,

“Litigation is expensive and"

:standing

Another important aspect is
hat the deduction is only al-
wed in the year of assessment
n which the investment was
made, ; g
‘This stipulation foils the many
films which were structured in

" such a way as to take advantage

of a three-year spread of tax de-
ductions. ~. .. o

Significant to those ‘taxpayers
who have export activities, the
turnover relating to films ‘will

ot be allowed to be taken into

Interest will only be waived
the’ taxpayer pays his out-
tax bill on or before
May 31 this year, This extremely

short period could present many

taxpayers with cash flow prob-

‘Those yers who have al-
ready paid their assessments on
the previously disallowed film
deductions will receive interest
on the amount overpaid from the

Overall, the CIR’s settlment
offer is likely to be well bid.

It should also serve to lessen
the red faces of all those who

.+, Starred in the whole debacle —
. .the tax authorities, and the fi-
ful films will be seriously pema- "

nancial advisers who advised
their clients on the film schemes.

© -
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film subsidy dispute could soon be foll
by moves to end controversies over other
tax schemes involving hundreds of mil-
ligns. of rands.

Fisher Hoffman Stride tax partner An-
thoriy Chait said yesterday Internal Rev-
enue officials had-indicated -a willingness
to start negotiations on disputed tax
schemes . involving timber plantations,
game farms, aircraft and bloodstock,

ing the film deal, said the offer, approved

Chait, who was involved in talks broker- .

“sounded the deathknell for tax avoidance
schemes in general”. . - °

Acting Commissioner. for Inland Rev-
enue Trevor van Heerden said yesterday
film investors would be allowed an income
tax deduction equal to 1,5'times net invest-

. ments made in film schernes before Febru- -

ary 28 this year..

Van Heerden said: “Thj’é “purpose of the

offer is to resolve a dispute which has
disfupted the administration of the Income

“Inland Revenue set a deadline of Sep-
tember 30 by which investors had to con-
firm their acceptance of the offer. ay’

Chait said the plan was likely to be’
accepted by most of the estimated 38 000
film investors. They could refuse the offer:
and pursue further legal action, sbut: by
doing so wotild forfeit the right to take up
the offer. NER

In the case of plantations, the Appellate
Division is due later this month to"consider
an appeal which could have an important
influence on the dispute. It is believed that
more than R100m is involved.

by Fin:

nce Minister Derek Keys, had

Tax Act, The offer is a compromise.”
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THE new secondary tax on distributed proﬁts could
criticised for being economically inefficient and encour-
aging a greater concentration of SA industry, the Bank of
Lisbon said in its April Economic Focus. -
In the 1993 Budget company tax was cut to 40% and a
15% secondary tax on distributed profit was introduced.
By encouraging retention of profits, the dual profits
tax would weaken the influence of SA’s capital market,
“Investment resources retained by companies would
not be subject to the test of the market, creating the
danger that funds would not be invested efficiently.”
There was also the danger that directors would treat

;esatacixg:) e:;::&gls with legf yse since tlw.i ﬁe %wewed

The economy would be better served if companies
were encouraged to distribute profits which they could
not use effectively themselves. There would then be the
chance that profits would be invested more effectively
by shareholders. Capital market supporters claimed that
shareholders tended to invest resources in the most
economically desirable channels, the bank said.

Under the dual tax systern there was the risk that some
firms would put retained income into ventures that
yielded a lower rate of return than if the money had been
distributed to shareholders, “Some analysts argue that
the average director thinks ke will Jose more in prestige
when a project fails than he would gain when extaordin-
ary profits accrue by taking a special commercial risk.”

The dual tax system could further reduce competitive
elements in SA’s economy and strengthen corporate
control. By encouraging retained earnings the new tax
system would strengthen the position of large firms,
which could use accumulated reserves to take over other
companies since stringent exchange controls ruled out
new foreign investments.
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THE new secondary tax on distributed profits could be
criticised for being economically inefficient and encour-
aging a greater concentration of SA industry, the Bank of
Lisbon said in its April Economic Focus.

In the 1993 Budget company tax was cut to 40% and a
15% secondary tax on distributed profit was introduced.

By encouraging retention of profits, the dual profits
tax would weaken the influence of SA’s capital market.

“Investment resources retained by companies would
not be subject to the test of the market, creating the
danger that funds would not be invested efficiently.”

t’l;here was also the danger that directors would tre:;
retained earnings with less care since these were viewt
as cheap capital. f{)ﬁ"o 'ﬁﬂe %77 .

The economy would be better“served if companies
were encouraged to distribute profits which they could
not use effectively themselves. There would then be the
chance that profits would be invested more effectively
by shareholders. Capital market supporters claimed that
shareholders tended to invest resources in the most
economically desirable channels, the bank said.

Under the dual tax system there was the risk that some
firms would put retained income into ventures that
yielded a lower rate of refurn than if the money bhad been
distributed to shareholders. “Some analysts argue that
the average director thinks he will lose more in prestige
when a project fails than he would gain when extaordin-
ary profits accrue by taking a special commercial risk.”

The dual tax system could further reduce competitive

1 in SA’s y and strengthen corporate
control. By encouraging retained earnings the new tax
system would strengthen the position of large firms,
which could use accumulated reserves to take over other
companies since stringent exchange controls ruled out

new foreign investments.

T
(Y]

e




"BUSINESS

ng._ sales. ___8_%

‘By ﬂ_w.nm Gebhard¢

Consumers are set to save ;

about R1,5 billion on housing
costs :with interest rates o
home loans ‘two to thre
%mnoman cer in 1993, ac
.non&_:& dmmm s Bureau:
Biit anything they save on thi
‘housjng front will probably be
nee
the door somewhere else. ¥
THat's the message from the
BMR's Professor Marius Loubser.

who; sees a large proportion o
thid 'spending finding its way to"

the retail market, chmnSm sales R

by 05 percent.

“However, hecause the 5»2.. :

Emrmmoﬂo—. is likely to expand at

the ‘expense of the formal sec- .

tor, total formal retail sales will
remain at much the same level as
in 1992

In its total retail sales scenario

for 1993, the BMR predicts sales
| will average three percent lower .
in the first six months and three

percent higher in Sm second six

months.

The predicted upswing in the
second half of the year will be
the result of several factors in-
cluding relief from the adverse
effets bf the drought, addition-

:state’ expenditure on social ser-

c& (R700 million for the mﬂ:&-
alone

sation of social p

d to keep the wolf from N

"from September 1993) and the
. ‘psychological boost provided by .

" ond half of 1993.

3
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‘dqwqowomumucuoawuwaa«
( __._me 1977 = u.oov

- Population m_.o§= and retail um_mm of food and TV sets, nwuq.uwwu

The BMR’s 15-year survey on
- :mu% in population growth and -
the expectation of a moderate re-: .- retail sales of food and TV sets,
vival in the economy in the sec: - shows that food sales have de’
. clined in each u:anmwu?m «mm..
from 1984 to 1987, .

Of the total expected sales vol-
ume of R87,6 billion,
expected to command
R37,7 billion (43,1 percent), blacks
R37,8 billion (43,1 percent), col-

cent).

Non-white vo!:mno: mnocuw
have a share of more than 50 per-
cent of the market for eleven of

H” .

“The intr: of VAT on
food during the last quarter of
1991 helped push down food sales
in 1992 but the expansion of the
list of zero-rated food items as
from April 7 is expected to pre-

", vent a further drop in food sales

i

7 in 1993
The BMR mnvmoﬁm informal

food retailing to expand its share

" in total food sales, resulting in a

1,3 percent nno_u in the formal

- sector. |
Retail ‘sales of TV seéts, after
‘rising sharply from 1979 to 1983,

showed virtually no growth in
1984 and by 1986 had plummet-

ed to an all-time low due to poor
economic conditions and Em: in-
rest rates. :
Accumulation of nmaﬁa in".
1985 and 1986, the electrificaion

.. of black SS:mEvm and a grow-

"ing replacement market fuelled
: astrong recovery after 1986.

Sales rose by ‘an average an- -

3 "nual rate of about 5,5 percent be>

ns.ooﬂ 1989 and 1992 and are ex-
pected to increase:by mqunnmun
in 1983,

@ The Central Statistical mmz_o@mv ’

' expects retail sales for April this

" year to total R7,64 billion — a de-.

i+ - cline of 3,7 percent in real terms
,,.on April last year. ¢ .

Sales for the three months to
April are also 4,8 percent lower
than -in nroﬁw ding  three

i ovi vm—. 1992 to
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Capital gains and
land tax shoulc
boost activitye

BOTH a capital gains
and a land tax are likely
to be introduced in the
near future, which
should boost sagging ac-
tivity levels in the prop-
erty valuation industry.

But the basis for valuing
the properties could be
problematic, as a number
of different systems have
been introduced worldwide,
says Coopers Theron du
Toit director Koos van
Wyk.

While the market evalua-
tion of land value will most

likely result in a surge of

activity for local valuers, it
is unlikely that government
will enforce private evalu-
ations of every piece of

land, as this will be very|
expensive.

While the taxes were not
introduced in the latest
Budget, it is most likely
that a future government
will do so, he says.

“While the administra-
tive expense of such taxes
often do not justify the rev-
enue generated, the major-
ity of the people will per-

ceive it as fair because it"

constitutes a redistribution
of wealth,” he says.

SA Institute of Valuers
Natal chairman Martin
White says both forms of
taxation must be based on
value~— past and present in
the case of capital gains
tax, to be able to identify
the “gain”.

|

Similarly;if a tax is
levied, it must be based on
value. This may be capital
value, municipal value,
rental value or a formula
devised by the legislature,

However, the services of '

a valuer will be required at
some stage, he says.
Dunlop Heywood joint

MD fan Mitchell says that |

generally, property owners
in developed areas already
pay rates — a form of prop-
erty tax.

Van Wyk says the level to
which the capital gains tax
will be depreciated by in-
flation needs to be carefuily

‘addressed.

Penalised

“Such a tax will be in-
equitable if inflation is not
taken into account, as
many apparent capital pro-
fits do not keep pace with
inflation and people could
thus be penalised,” he says.

White says that if addi-
tional forms of taxation on
the ownership of land are
introduced, care must be
taken to ensure that such
taxes do not inhibit the de-
velopment and the best use
of that land.

“If the tax is to be seen as
a wealth tax, then its base
must be market value. Cur-
rent proposals to adopt
market value as the basis
for all municipal valuations
would suggest that these

| could well form part of the

basis of any future taxes,”
he says.

This tax base could possi-
bly be expanded by impos-
ing a rates burden on all
properties in the country.

“This process would in-
volve the professional va-
luer, in acting for the au-
thorities and for individuals
wanting to contest the valu-
ations upon which the tax
would be based,” he says.
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Anglo querles lil?lll‘sh

aspects of T

By Sven Linsche '

new tax

m E conmderable cost: and-cash flow

== disadvantage in relation to com-

Anglo Ametican has asked for -
aspects of the new Secondary Tax
on Companies {STC) to be re-

.".!

ferred to the Tax Advisory Com-
mittee (TAC) for investigation.
" The STC was introduced in the

i Budget as.a tax on income distri-
butions, with effect from March.

17 this year, to compensate for
revenue losses resulting from the

rate from 48 to 40 percent.

Py

- However, Anglo said yesterday

that serious anomalies arose for
companm whose financial year
ended in March because the
lower tax rate applied only i
the year ended after March 31.
Companies could end up paying
a total tax rate on earnings of
54,78 percent if their earnings
were fully distributed as dwn-
dends on or after March 17. .
“Companies affected by this
transitional anomaly are heing -
taxed s:mu]ta.ueously under two
tax systems, there is a period of
'overlap in terms of which the
“‘harshest aspects of the two sys-
!tems coincide, namely the 48 per-
-cent tax rate and STC. - -
“This places such companies at

. panies tazed under the old sys-
tem, as well as companies whose
" "year ends aftér March 31"
<, Anglo’s tax consultant Marius
van Blerck said the group had re-
ceived sufficient clarification to
. declare dividends on its invest-
* ment companies, Anamint, Am-

“Anamint has cut its total divi-
lend to 312¢ (382¢) for the year to.
d-March on equity-accounted
earnmgs of 667¢ (857c) a share.

,6 million, - ‘,
However the operatmg com-
... panies Amcoal and Ampros are'
* affected by the inequitable transi--
" tional measures under STC. &
It is not expected that Amcoal
- will delay its dividend declara-
' tmn, although it will make a pro-
vision for STC. -

But Ameoal will have to decide
whether to absorb the higher ef-
fective tax rate, reduce the divi-
* dend or both. "

gold and New Central @)
5 Cut d1v1de :

lowering of the corporate tax |

New Central- Wits reduced its.

x\y



ECONOMY & FINANCE

n the years that followed
from 13,3% in January

n October 1992. A slide in

mongy supply /growth saw inflation fall' to

single digits Py December 1992. As both

figures have peen technically distorted over

the’period,t e correlation is not perfect. But,

overall, it Suggests that, with 12-month

growth in M3 down to 5,33% in January,

5,18% in February and an estimated 5,15%

(to R198bn) in March, there can be little

fundameptal pressure on inflation. Which
eans the exchange rate should stabilise in

the years ahead.

} Mon y supply figures for February show:

O MO frose 11,7% to R13,4bn;

24,5% to R42,1bn;

0 M1'14,17% to R70,4bn;

0 M2 6,9% to R168,7bn; and

0O M3 5,2% to R197,4bn,

in M3 peaked in August

MOVIE SCHEMES FM 1(5“]3
Huppy endings

The terms Inland Revenue has announced for
the settlement of outstanding assessments of
taxpayers, who had committed funds to so-
called movie schemes, have implications for
those involved in schemes based on planta-
tions, bloodstock and aircraft.

The recent decision of the Transvaal In-
come Tax Special Court, in the Jake Speed
case, gave final impetus to the movie settle-
ment. The Income Tax Act will be amended
this year to provide for it and taxpayers will
have to prove that the movie was manufac-
tured and released for viewing in an “export
country” (one in relation to which the bene-
fits under Section 11bis of the Act were
available). (3

The offer accepted in writing on
or before September 30. The most important
terms of the offer (see box) are to allow a

F¥ Isl43 @

deduction of 1,5 times the net amount which

. the taxpayer paid, as his contribution to the

partnership, and to waive interest on out-
standing tax for the period ending on May 31
1993, provided the tax itself is paid by then.
The willingness to waive post-assessment
interest, under Section 89, and interest on
underpayment of provisional tax, under Sec-
tion 89quat, are vital. Otherwise taxpayers
involved in movie schemes would have faced
ruinous interest bills. Underpayments of pro-
visional tax in some casgs stretch back as far
) g Cc.ox——>
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erican has appeal
Finance Department’s Tax Advisory Com-
mittee to take action to counteract the
unfavourable impact of the new company
tax regime. The new dual tax system
threatens to prejudice Anglo subgidiaries
against those with different year-ends,
adding millions of rands to their tax bills,

The reason for the anomaly is that Anglo
companies will fall under both the old tax
system and the new, roposed jn March -
in the Budget. G‘W ngi‘!} .

Anglo believes that witHout special tran-
sitional measures, subsidiaries with year-
ends on or before March 31 will be preju- '
diced by sharply higher total tax rates of °
55% or 62%. o
. In contrast, companies with year-ends
from April 1 fall only under the new sys-
tem of a 40% company tax rate and 15%
levy on distributable profit — the secon- -
dary tax on companies (STC) ~ which will -
equate to a maximum tax rate of 48% if a
company distributes all its earnings.

An Anglo spokesman said yesterday this
placed March year-end companies “at 4
considerable cost and cashflow disadvan- !
tage in relation to comipanies ... taxed
under the old system and allowed to distri-
bute their dividend unaffected by STC, as
well as companies with year-ends after
March 31, taxed at the lower rate”.

He said the authorities had clarified the
tax position of Anglo’s investment holding

panies Anamint, Amgold and New
Central Wits, However, “the operating sub--
sidiary companies of Anglo are affected by
the inequitable transitional measures deal-
ing with companies with financial years
ending on or hefore March’,31 1993”7,

The lower 40% company:tax — reduced
in the Budget from 48% —takek ‘effect: |
from April 1. Consequently, March year- {
end companies fall under the: old rate.

However, Finance Minister Derek Keys
said STC would be introduced from March
17, leaving March year-end companies
paying the old higher tax rate and STC.

The Anglo spokesman said: “If the
change from the old system to the new
were to be impl ted in this

O Yo Page 2 v

Anglo 80% - —
th glo = 15193 L From Page 1
buiiiﬂnzgq;l: :?te wg;;d e that a full diste Sugg Z@Q March year-end
cormpanies taxesrat tl::holl; :; of - panies would be compensatgd by etﬁe 'f::ez:
would be subject to 4 tatal % tax rate,  fit of improved cash flows ignored the fact
those earnings of 54 787D tax rate on  that il companies benefited from this,
the above-mentioned ot compared with  He said Anglo accepted there had to be
case of nop-resident ;: e e'g 47.83%. Inthe  cut-off date for impiementing the new ta;:l
to the standard rate of :Drmr‘;gg’e; tsgg;eﬂ but it was possible to design a system, wit,
holders’ tax the tofa) tax Tate riom rﬁ; safeguards against its abus‘e, which could

61,56%.” for the y
Ly @ Sea Page 9
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by UYING a second
house 'can . prove
to.be a gem of an

[ investment. The
}e:usting tax law pro-

\ddes for a heaven-sent -’
iasset — tax deductible -
B expendrture and tax-free "

.rcapltal gain on the sale
Véproceeds

in *circumstances’ be,
;Pffset against your other -

sincorne . and S0’ reduce (o

* Nour overall tax bill:
4 Your investment;in. a ;

s “trade ncome” in'the
“Hncome “Tax. Aét:-Thus,
ithe rentals earned on
. .your second house -or’
'~South - Coast- cottage
.should be included : in'
your tax return

xpenses

 The beniefit of the sec:
ond property is that this:
: income can be reduced
¥ by the expenses incirred
in- its - production.
| Acceptable. expenses in-
I'clude the interest. por-
“tion of your - mortgage .
“bond repayments, insur-
‘ance, rates and” taxes,
xcleamng and gardening
rservices, - water . and
ights,

. The cost -of repa
+and maintenance : may

b

ground too and the Recerver
pounce swiftly if the system.is’
ahused, warns LEIGH ROBERTS

-4#.To boot, in the unfor- "

j,xg,

agent’s Iel ting
ufees and monthly levies.

ed' they are nof
improvements.
“The -deductibilit

™ the interestion’ YOur bond <
provides s amincentive for:
d~ - iyour second property

highly: ‘geared.

inyest-

ments is where the ex- "

penses inciirred: exceed

rental income sand-.the..
16ss, is -used: to: reduce

other - taxable .income,

such asa salary or: busn-\. g

© ness.

: When clarmmg thxs
rental loss in ‘their fax
returns, many taxpayers
havé landed up with a
20-question query from
the taxman.

Beric ' Croome, tax

partner of Kessel Fein-
stein, says: “Technically;
if the rental loss arises -

from trade activities:—
that is, it has not been

incurred - from ; private::.";
usage — the-loss: should’

- -be allowed.” .

Croome says the wo :

nd1t10n§ :

“dreas that fall under

Revenue's. spotlight’, are,
- the
which, is privately ‘used.
for part of the year, and *
those’ mvestment proper.

0ses.”
_The mvestment prop-~
erty comes under the”
taxman’s. serutiny.. as 1t
~begs the question:that an
investment should”
render aloss,

.. Croome says a_feasi-’
bility study. on: the in-
vestment showing that a.

“hohday home” *, K pald by the new:

for an apportio

the expenses, and’there-
fore ' the loss, “Hétween
private and trade;~ This

" section is effective from”

the 1992/93 tax year.
What often passés un-
noticed by the taxpayer,
bt not the taxmian, . is
“that occupational*fental
wner’
%0f the house is taxable;in,
#the seller’s handsi<dt is

many investors <
er the proceeds: on the
“sale “of “the ’ investment"
will be taxable:, proome
-says the issue is depen-

not:* ‘dent.on the proﬂle of the
. mvestor :

Gearmg

profit is likely a couple It will be near 1mpoas1-

should stand the taxpay-
.er in better stead to
‘claim the loss. Factors
such as the present high.
bond. rates and .the low:
rentals - obtainable; - be-:
cause of the economic,
- recession should also:be:

the taxpayer clearly has;
a dual motive m the'

PRE FTAX RETURNS ON A SECOND PROPERTY

urchase price of R100 000; deposit R10:000; bond R90 000;
ale aftor 5 years:at market nIue of R250 000.

"INCOME AND EXPENDITURE (R) -

Expenses (15% infiation)....... 2400 ©27607.3'174 3650 4198 16'182,

+ L "Year1 Year2 Year3 Year4 Year5:. TptaI' :
" Rental { 10%es§dat|on)........'.... 12000~ 13 200; 14520 15972 17569 73261,
Less: R ¥ S
Bond repayments R N SR : o
(no change'in rate).... 16:800 16.800-:16:800 16 800. 16 80984 000

i

of years down the line' 1. ¢or ap estate agent to

claim the pro
investment.
of the investment is im-.
portant —:.an “investor
should mot.: take ..

90 percent. i
. The frequency of sell- |
ing is an important: fdc-
tor in the capltal versus
revenue " debate.
‘Renovators, who . sell |
‘évery ‘couple™tof: years,
despite having: lived in
the .house;. are’ also .at

1 risk of being; classified.
 as dealersiin property

:Croome says. that, in
terms ;of tax case law |
- there should }
pelling - reason’”{
your mvestment

The downs
vestments inpr
‘the as' 'yet

of so
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LOCAL busmessmen who travel to B
reclaim VAT charges on business expenses i
countries on their return to South Africa, ;!
Dr Issy Bacher, managing director of Meri
many businesses are unaware they qualify for'] !
“Most larger companies with big budgets mak regulan_
use of the rebate system. However; smaller businesses
tend to be unaware this avenue is open to them,
“Several conditions have to be met to submit
ful claim. The local businessman has to- pro
authorities overseas that the trip was made for business
purposes. This is done by presenting a company registra-
tlon number and a VAT number.

- f’Expense
: “Forms have to be filled in an
original invoices, determine whether: expensw were busi-
ness-related. VAT rates vary from country to cousitry hiit
the two main territories targeted in Kurope

" United Kingdom with a VAT Tate ;of 17,5 percent and

Germany which charges
VAT at 15 percent. Again,

different countries allow
visitors to claim on differ-
ent goods and services. In
Germany and the United
Kingdom VAT on hotel ex-
penses can be reclaimed
but not in France, for ex-
ample,” says Dr Bacher.
Trade fairs, telephone calls
and transport are all candi-
dates for a claim subject to
laws'in those countries.
“Typically, larger com-
panies will make their
claims in-house while
smaller businesses .obtain
the help of a consultant,
“The procedure can be
tricky and has to be done
properly. It takes between
six and nine months for
claims to be settled and
consultants charge a nego-
tiable percentage of the

money recovered,” he said.




‘By Sven Liinsche

‘Waltons Stationery has paid near-
ly R26 million in additional tax
after last week’s government rul-
ing on tax allowances for film in-
vestments made in the 1980s. P

The {ax has been declared as
“an extraordinary item in Waitons’

- financial results for .
end-February.

The group says it still feels
that the allowance should have
been granted,
tiement to avoid further costs.

Tt did, however, benefit from &
lower corporate tax rate, which
cut its tax bill for the year to

R28-m 'afvtﬂzér fllm

but accepts the set- |

. R313maillion (R4L6 million) and
+<sreduced the 184 pgﬁ:nti fall in
profits at the operaling lével to

a 9,1 percent drop attriput-
able level.. '

The fall in operating
from R99,3 million to R83,9 mil-
fion follows a R40million im-
rovement in turnover fo B783,.1
million (R748,2 million) and is
ed to di b

ascribed to difficult ang uncel
trading conditions.
Earnings per. shate eas d to

43,3c from 475¢ and the dividend
has been reduced sharply by
91,1 percent to.15¢ 190k g88 -
"Holding company, Watold, has
cut its dividend from

|
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Retallers

the 40 percen e.{n
VAT in April. ',yzo'é
. Figures compiled by

scored i
VAT
es surge

Finance Staff

Sales of durable goods in |
March soared on pre-
emptive buying ahead of

the Retailer Liaison
Commititee show that
furniture sales in March.
rose by 25,7 percent in
nominal terms on
same month in 1992.
Comparative statis!
show TV sales up by
20,8 percent year-on-
year, appliance sales by
24,8 percent and audio
equipment sales by
16.9 percent.
Commenting on the
figures, Frans Jordaan,
executive director of the
Furniture Traders Asso-
ciation, says part of the
reason for the excellent
sales was the pre-VAT
rise. b
However, sales {o,
black consumers were
also considerably higher. ﬂ
“One cannot draw too
many conclusions from |
one month alone,” he
says.

“January and Febru-
ary sales were not near-
ly as good as March and
sales in April are bound
to have been, negatively
affected by the many |
holidays and stayaways.”




Buyers g
@preei@% :
IARCIA KLEIN. 1

PRE-VAT buying saw sales }
of furniture, appliances and
TV and audio. equipment
rise significantly in March
after ag f}))w sl7§t’ tg’ ct’he
year., M
Retailer liaiSon commié‘
tee figures showed that
during March, furniture
sales grew by 25,7%, appli- |
ances by 24,8%, audio by |i
16,9% and TVs by 20,8% at
curtent prices, .. o
These sales were signifi-
cantly higher than those of
the previous two months,
Furniture Traders’ Asso- |
ciation executive director |'
Frans Jordaan said that in !
Jariuary, sales of furniture, |/
appliances and TV and
audio equipment grew by | .
1,7%. In February, sales
grew by only 9,5%. ;
Jordaan attributed the |
hike in March sales partly |
to pre-VAT buying and
partly to a significant ih-
crease in sales to b
consumers,




12 No. 14797 GOVERNMENT GAZETTE, 14 MAY 1993

32. Sharda Devi Goordeen—420829 0103 08 9— 32, Sharda Devi Goordeen—420829 0103 08 9—
26 Mountain View Road, Silverglen— Maharaj. Mountain Viewweg 26, Silverglen— Maharaj.

33. Khursheed Banoo Ghanny—480314 0094 08 |  33. Khursheed Banco Ghanny—490314 0094 08
8—30 Harley Street, Havenside— Abubaker. 8—Harleystraat 30, Havenside—Abubaker.

34. Padmavathie Dorasamy—581115 0079 08 0— | 34, Padmavathie Dorasamy—581115 0079 08 0—
119 Crossmoor Drive, Crossmoor, Crossmoor 191,  Crossmoor,

35,

36.

a7.

38.

39.

40.

41.

Chatsworth— Perumal.

Leelawathi Budhoo—370528 0054 08 2—18
Road 609, Chatsworth— Nundraj.

Roychandh Kathwaroo Bidasee—581029 5095
08 4--7 Surcrose Road, Isipingo Hills— Bida-
see.

Dropathi Baijnath—330709 0067 08 9—33
Crown Road, Kenville—Parsuram.

Khanpathi Bansi—500729 0052 08 3—23 Naik
Road, Kharwastan— Ramiall.

Shaik Ebrahim Ebrahim-—360824 5051 08 8—
22 Valiant Place, Bombay Heights, Pieterma-
ritzburg— Aziz.

Thara Devi Anand Ram—550604 0130 08
55 Road 706, Chatsworth— Ramsurran.
Salma Bee Ali—480313 0104 08 9—P.0. Box
60029, Phoenix— Khan.

.1 _

35,

36.

ar.

38.

39.

40.

41.

Rylaan
Chatsworth— Perumal.
Leelawathi Budhoo—370528 0054 08 2—609
Weg 18, Chatsworth— Nundraj.

Roychandh Kathwaroo Bidasee—581029 5095
08 4—Surcroseweg 7, Isipingo Hills— Bidasee.
Dropathi Baijnath—330709 0067 08 9—Crown-
weg 33, Kenville— Parsuram.

Khanpathi Bansi—500729 0052 08 3—Naikweg
23, Kharastan— Ramiall.

Shaik Ebrahim Ebrahim—360824 5051 08 8—
Valiant Plek 22, Bombay Heights, Pietermaritz-
burg—Aziz.

Thara Devi Anand Ram—550604 0130 08 1—
706 Weg 55, Chatsworth— Ramsurran.

Salma Bee Ali—480313 0104 08 9—Posbus
60029, Phoenix— Khan.

No.814

Statement of Revenue collected during the period
1 April 1992 to 31 March 1983 (Preliminary).

Treasury, Pretoria.

EXPENDITURE )0

DEPARTMENT OF STATE>
ay

No.814

DEPARTEMENT VAN
STAATSBESTEDING

14 Mei 1993

Staat van Inkomste ingevorder gedurende die tyd-
perk 1 April 1992 tot 31 Maart 1993 (Voorlopig).

Tesourie, Pretoria.

Estimate Month of March Total 1 April to 31 March
Head of Aevenue [nkomstehoof Begroting Maand Maart Totaa) 1 April tot 31 Maart
1992-93 1893 1892 1093 1992
£ R "R R R
State Revenue Account Staatsinkomsterekening
Inland revenue: Binnelandse inkomste:
e B i |50 484 300 000 | 5944651724 | 4382172858 |45 270 175058] 42450 789424
Loan Levy 1983-94 L 1989-94, - - - 173464 2032358
Salgstax. 0 21 018 700 000 12579951 (16768 115) 88 145 145 10 546 580 839
VElIUS AABAAX sourrrrvssersersassssssmmmemmnenionnss [ BOIBSHNGODlOBgEVORgHEWAAIDR rrisises 2162653246 | 1505389017 |17004330328] 7800 184 190
Other taxes: Ander belastings: .
Non-resident shareholders’ taX s Belasting op buitelandse aandeel-
houers 320000 000 13251839 18305531 273186631 334 786 669
N i - 5 388 16629 38224
L 0 361 - 90 102 3658617
o 6000 000 1083 857 1304 888 17968 121 6828 573
& 75 000 000 6943898 3544 698 84 923 283 78537 635
T 221000 000 121880 896 13738340 164 508 408/ 189755733
Stamp duti S 830 000 000 56209 101 50 491 859 744 118 308 689784 205
Transfar duti Hereregte. 1110 000 000 98 995 929 102111260 | 1240604858 915158 384
i i 295 000 000 31345814 75417 212 188 234 262 324994 919
Ll Rent i 59 450 000 117428721 16260954 159337 828 73799938
Levies. HEHfINGS woorrmrrrrrsrmsmsssmaresssrmssssssanssess s 19 000 000 22206 421 5813038 45454 633 20155048
i d adv ings van  lenings en
VOOISKOME .evvereerrresssresessesersmarmmrmrenseinns 59 550 000 29529 433 10 805 409 96243 341 45604 221
2] D: i 1129000000 { 1279285295 897691034 | 2717560612 1054820519
Capif 1120 000 000 - A - - -
R (76748000000 |9788948591 | 7066478381 (68104030 811| 65453245545
Less: Payments fo self-goveming Min: Betalings aan selfregerends
territaries. gebiade. 1361 300 000 113288 947 172256274 | 1351577947 1412589087
Payments to TBYC CoUNtrios. ... Botalings aan TBVC Lande.........o.vivivns 760 700 000 58 696 802 - 609970 552 -
Total: R [74626000000 | 9616960842 | 6894222107 (66052482312 | 64 040655 558
Customs and excise duties: Doeane- en aksynsregta:
[ Doeanarag. 3 124 000 000 235251010 198810733 | 2871500705 2735845903
Exci 4754 000 000 432999 145 613705222 | 4402574325| 3796833433
Surch: 1670 000 000 125945 679 108302208 | 1520294383 1455690 151
i DIVBTSE cvcmvsssmrmmessiomsrsmsssrnssson 17000000 | (5842653) | (53619200) | 101217507 88648700
Fusllevy i 6634000000 | 558036126 | 481752807 | 6707688152] 5207228624
Ordinary levy 64 000 000 13999 064 11934616 77 067 731 67 180 392
R |16263000000 | 1360388371 |1360976386 |15870552813 | 13351527 412
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Estimate Month of March Total 1 April to 31 March
Head of Revariug tnkomstehoot Begrating Maand Maart Totaat 1 April tot 31 Maart
1992-63 1893 1992 1993 1992
R R R R R
Lass: Min:
Payments in terms of Customs Union Betalings ingevolge Doeane-unie-
5040 000 000 40386 500 702000 | 5108946000 | 4499724 000
Yotal: Ct Totaal: Doeana- en aksynsregle v......... R [11223000000 | 1320001871 |1360274386 | 10761 608 81\\"3 8851803412
R " 185849000000 {10936 962712 | 8254 496403 | 76 814 089 125 | 72892 458 670
South African Development TrustFund ... Sid - - 12486 428 - 70280 587
- 12488 428 - 70280 587
10936 062 713 | 8266 982 921 | 76 814 089 125 | 72 862 730 557
Revenus Account: House of Inkomsterekening: Volkeraad
Asgembly
inkomst - 57211984 68 063 597 328234663 | 257988372
Revenue Account: House of Inkomsterekening: Raad van
Representatives Vertesnwoordigers
i - 5661610 2273609 56 628 359 32548 625
Revenua Account: House of Inkomsterakening: Rsad van
Dolegates Afgevaardigdes
i - 872419 185731 15 908 800 7014511
R - 83746013 70 522 937 402771822 297 551 508
R - 1000708728 | 8337505858 | 77 216 860 947 | 73260 291 065
Reconciliation with statement published by | Rekonsiliasie met opgaaf gepubliseer by
Government Notice 660 in ing 660 in
Gazette of 23 April1993: Staatskoerant van 23 April 1993;
InTransit, 31 March 1992...... InTransito, 31 Maart 1992... - - - 480288319 -
InTransit/Overramitted, 28 February 198! In Transito/Te vael oorgedra,
g 1993 ... - (49 166 851) - - -
Collections as above. i - 10 998 758 238 - 77 218 860 947 -
R - 0615 541 875 - 77 697 148 266 -
In Transit’Overremitted, 31 Mareh 1993....... In Trangito/Te vael corgedra, 31 Maart .
1993..... - {12818222) - (12318 222) -
In Transit Revenue Account: Administra- In Transito Inkomsterekening: Admini-
tions strasies. - (74 488 106) - (839 025 8089) -
- Account. R - 0864 735 547 - 77 345 805 235 -
No. 836 14May 1993 | No. 836 14 Mei 1993

Statement of Receipts and Transfers from the
Exchequer Account for the period 1 April 1993 to 30 | kisrekenin

320

April 1993.
Treasury, Pretoria

1993.
Tesourie, Pretoria.
RECEIPTS * ONTVANGSTE

Staat van Ontvangste in en Oordragte uit die Skat-
g vir die tydperk 1 April 1993 tot 30 April

Month of April
Head of Revenue Inkomstehoof Maand April
1993 1992
R R
h Balance, 31 March 1993 katkissaldo, 31 Maart 1983 69594 614 -
State Revenue Account Staatainkomsterekening
Intand R Binneland: 5051675678 5056 774 005
Customs and Excise Doeane en Aksyns. 178 247 029 199 560 422
R | 5229022707 | 52560834427
South African D Trust Fund Suid: d - 11786 428
R | 5229922707 | 5268120855
Other Receipts Ander Ontvangste
Treasury Bills © 438908 000 -
Bonds: Obligasies:
Indefinite Period Exchequer Bonc b Termyn Skatki 60 000 -
Indefinite Period National Defence Bonds Onbepaalde Termyn Nasional igingobli 70 350 -
Internal Registered Stock: Binnelandse Geregistreerde Effekte:
12,5%, 1995/96 (R144)..... 12,5, 1995/96 (R144). (367 400 000) -
10,75%, 1998 (R160)....... 10,75%, 1998 (R160) 550 000 000 -
(71 852 000) -
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Month of April
Inkomstshioof Maand April
1993 1992
R A
11,6%, 1999/2000 (R147) 11,5%, 1999/2000 (R147) .ccovoruonnne SE— 835 000 000 -
. .-{91998 000) -
13%,2009/10/11 (R153) 13%, 2009/10/11 (R158)..cvvvccenn p— 2141 000 000 -
(312 035 000) -
12,6%, 1995 (R004) 12,5%, 1995 (R004) 408 433 000 -
(3 597 000) -
12%, 2004/5/6 (R150) 12%, 2004/5/6 (R150) rvurrrssuomssssrasessasen seavesossen 1 426 000 000 -
(224 134 000) -
13,5%, 2014/15/16 (R157) 13,5%, 2014/45/16 (R157) vovvrenrrasennenn 100 000 000 -
(11 643 000) -
12,75%, 1999 (R135)..... 12,75%, 1999 (R135) 300 000 000 -
(29 296 000) -
14%, 1995 (R131) 14%, 1995 (R131) 300 000 000 -
12%, 1994 (R156) 12%, 1994 {R156}) 60 000 000 -
(278 000) -
12,5%, 1996 (R145) 12,5%, 1996 (R145) 1624 534 000 -
(23 734 330) -
12,5%, 1996 (R146) 12,5%, 1996 (R146} 47 433 000 -
{5 474 000) -
14%, 1997 (R119) 14%,1997 (R119} 1070 000 000 -
(10 687 000) -
R | 14934038 350 -
*Less Discount R.S.A, Stocks *Min Diskonto R.S.A, Effekte. 784 728 330 -
R | 141498310020 -
R | 19379232727 -
A t: House of i Inkomsterekening: Volksraad
Transfer from State Revenue Account. O vanaf i 1260304 538 1177 524 000
5, 1985-86 T 1985-86 - 140 296
R 1260 304 638 1177 664 296
House of Rep Raad van ig
Transferfrom State Revenue Account Qorplasing vanaf i 523 000 000 522 000 000
A 523 000 000 522 000 000
: House of Raad van Afg g
Transferfrom State Revenus Account. O ing vanaf i 180 000 000 176 000 000
R 180 000 000 175 000 000
Account for Provincial Services: Cape Rekening vir Provinsiale Dienste: Kaap
Transferfrom State Revenue Account, O ing vanaf ing 380 000 000 466 000 000
R 380 000 000 466 000 000
Account for Provinclal Services: Natal Rekening vir Provinsiale Dienste: Natal
Transfer State Revenus Account [o] ing vanaf i 221 000 000 186 000 000
R 221 000 000 186 000 000
Account for Provincial Services: Orange Free State vir F Dieste: Oranje-Vrystaat
Transfer State Revenue Account. Oorplasing vanaf i g 118 521 000 115 000 000
969-90 Terugstartings, 1989-90. - 40 702 546
R 118521 000 155 702 546
Account for Provincial Services: Transvaal vir F Dienste: T /
Transferfrom State Revenue Account. O ing vanaf ing 654 000 000 498 722 000
R 654 000 000 498 722 000
R | 22716 058 265 -
Total (i ling Open Bal ) Totaal {inslui R { 22786652 879 -
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ISSUES « UITBETALINGS
Month of April
Dienste Service Maand April
@) 1993 1992
« R R
State Revenue Account @O) Y Staatsinkomsterekening N
Votes Begrotingsposte
1. State Presid: P 1978 000 1772000
utory Amount Ruimg 22 19000
2. P 3571000 3571000
Statutory Amount Bedrag 5000 000 4 550 000
3. Foreign Affairs Sak 640 000 000 446 000 000
Statutory Amount. Bed 264 000 235 000
4, Water Affairs 30 000 000 30 000 000
5. A i House of A bl Imini i 1260 304 538 1177 524 000
6.F and Privatizati Openb: i F - 623 000
7. Contral AQVISOTY SOIVICE....uuummmmermsmmssssismasssssmsoneannans | SeNMrAIR Ek Adviesdi 430 000 385 000
8. Justice Justisie 73000 000 58 000 000
Statutory Amount. Bedrag 4150 000 3 500 000
9. Stale di i 45000 000 60 000 000
10. A House of F ie: Raad van 523 000 000 522 000 000
1. A House of D Administrasie; Raadvan igdes........ 180 000 000 175 000 000
12. C Services Dienste 175 677 000 149 269 000
13. Defence. 740 000 000 1040 000 000
14, Public Works and Land Affairs. Openbare Werk 150 000 000 160 000 000
15, Onderwys en Opleiding 475 000 000 489 000 000
16. Loca[ Govemment and National Housing Ptaaslike Regering en Nasionale Behuising ... 60 000 000 38 000 000
17. Affairs Mi I 273 785 000 242 708 000
18. Agri Landbou 185 000 000 37 000 000
19, NationalHealthandF D P i B 150 000 000 85 000 000
20. Police Polisie 580 000 000 §76 000 000
21. Regional and Land Affairs Streel 2535779 800 2234271 000
Statutory Amount Bedrag 62824 000 58 293 000
22, Home Affairs. i Sake 30 000 000 24 000 000
23. Envil Aﬁairs O 18 425 000 17 251 000
24.G fo ie vir A 5000 000 5000000
5, of uondltlons of Service \ ingvan - -
StatutoryAmmm! Statutere Bedrag - -
26, Transport Vervoer. 265 000 000 164 000 000
27.C D Service i i 5525 666 3434250
28. SAC ion St SA ikasiedi 4479 000 4300000
29, 30 000 000 31000 000
30. National pvoeding 50 000 000 57 500 000
31. Finance 163 685 000 105 304 000
Statutory Amount Bedrag 954 200 000 925 839 500
* (784728330) | (614 553 000)
32, Trade and Industry Handelen Ny 685 000 000 597 872 000
A | 10366 090 004 96538 220 750
*Less Discount ASA Stocks ... *Min Diskonto RSA Effekte. 784728 330 614 559 000
R 9581361 674 8023 661 750
Other Issues Ander Uitbetalings
Treasury Bills. 6297 325 000 -
LoanlLevy L 273 -
Currency Subscription, .D.A Betaaimiddele Bydrae, I.D.A 1381915 -
Payment in terms of section Betaling ingevolge artikel 1
1975 23 080 285 -
Bonds: Obligasies:
inite Peri Bond 0 Termyn Skatki 2871600 -
Indefinite Peri ional Defence Bonds. O Termyn i v g iga-
sies. 1813 100 -
Citizens Bond: Ti ior Burger Sp 1196 300 -
Internal Registered Stock: anslandse Geregistreerde Effekte:
Floating Rate Koers 3971 404 -
Issues, 1992-83 Uitbetalings, 1992-93 5000 000 -
6336 639 877 -
Total: State Revenue Account. Totaal: 9 R | 15918 001 551 -
Revenue Accounts: Inkomsterekenings:
House of A R | 1260304538 1177 524 000
House of Rep Raad van g R 523 000 000 622 000 000
House of D Raad van R 180 000 000 175000 000
Account for Provinclal Services: Cape .............ccv. Rekemng vIr r Provinsiale Dienste: Kaa| R 380 000 466 000 000
Account for Provincial Services: Natal Dienste; Natal ] 221 000 000 186 000 000
Account for Provinclal Services: Orange Free State... Rekenlng vIr ‘Provinsiale Dienste: Oranje-
Viystaat R 118 521 000 115 000 000
forF Services: Ti ; virF Dienste: T: R 654 000 000 498 722 000
R | 3336825538 3140 246 000
Totals Totale R | 19254 827 089 -
Balance, 30 Aprit 1993 30 April 1993 R | 3530825790 -
Totals Totale R | 22785652 879 -




Members of the President’s
_ Council, which is to be abo-
" lished on' June 30, would be
compensated accordmg to
precedents set at the dissolu-,
tion of the senate and pro- |
- vincial councils,. Presuient o

. de Klerk said yesterday.. ¥+
- «He said the amounts,

| which he did" nof-specify, I
would be tax-free E‘:Lé i
‘The packages "
paid out on June 30 and § .

would not inciude the five |
percent salary increase envi- |-
saged for political omclals

from July 1. -~ Sap{,




i

cation in recent weeks;
Should black. pupils . be"

expected to pay exam fees or
not? If 'so, -how much? If they

don’t: pay,  where 'will ‘the” money

_ come.from?

Why-has ‘the: Oo<mn==~m=n ‘¢ho-

.sen. this sensitive time to dig its

3 heéls in over exam fees?. -
‘These: are m: no.doubt ::vo_,.

tant,” but’ :..m% B_mm m far. more

Fimary" education.: Individuals
are wEoSmn not.a-:single.cent.

miuch:as ‘possible’into movmamm to

- benefit %o::wﬁmnm and learning?
‘Aboitt 70 percent -of the popula- .

tion will be aged:15.or younger by -:

‘the year 2000. Unless. this mass. ca

E_an_»% is properly-educated,
Sotith’Africa will sink mﬂos:w ::o

.‘a primit;

‘ chancerof cmnoi:_m

competitive, _3 m_o:m

thé *privaté ..
sector to get ::5?3 in educa- .

Is'none, so one mus as}
m:.nrow:mw just EooEvmwmi or.do’
nrm% fail to E.amnwnmu

Aré the

hat mo:

iEonmm..y

nterpretation

is to- m_._mmmmn ‘the ‘Government . is :

saying ‘on thing-and- jistructing. .

'its tax collectors to°do dnother.

¢aring “about the illitera
masses, ‘while Wmaw.zw ng
mxmozw; at; :pos| ion:

for. blac -education have pro-

mised. »:mn school textbooks were .

The mw em mvo.:n ﬁmo be
structured so‘that-iot ‘only the
more E.:m:ﬁ:.om:nw:% inclined,

‘but. also*you. and I; can pay edu~

cation costs for:children -outside

+‘the family’ Qﬂo_m = and receive a

tax benefit:

Sl TAL E.mmmnn umnmnem pay SN and

- ~ you :se _,o: for ‘an mmeEm‘

there’s Taiwan: ~o=n.~.m=mm_ in-
education programme
Smm started soon after ‘the:isola-

ﬂ:mE well .« ‘m%mnmE o EmmEzm»E tak ‘breaks

want to m_<m "rm :E:.mmm_on of

: for, ochwEm to; ?:a macnmson

“school feds = and’ griimble about
: both.-Change thie tax structure,
' ‘and th grumbles.will stop-

miu_owmﬁ, i1l suddenly see’

[ ] H:m p=§3 is ﬁﬂcmﬂnism
‘director of: mews_.and, mﬁez at
Radio;702:xy
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New tax’ ~guide§£it‘éimedi

s i

at fa,rmesr,? blclgmessm ni
{wes weko i

SANLAM' Tax Guide for-the Agric}lt'uga cgfdl
Small Business industries was launched this week:

and should prove a ul aid to. mer and
small businessman. 2
The tax guide, which previous Cused on the

farmer specifically, includes for the first time this

n,year, authoritative information fggneople running
small businesses. ‘@(l‘ %

The guide waa writt€l'by #'ran 1€Ssis, a senior
lecturer in the Department of Mercantile Law and
Accountancy at Stellenbosch University,

Mr Mauritz Bekker, agricultural economist at San-
lam, said :“The booklet will guide both the farmer
and the small business entrepreneur through the '
various facets of tax. legislation.The logical and '
elementary approach used to explain this compli-
cated matter should enable everyone to understand
it.” ' ; . -y 5




“By Stephen Cranston

" For the first time in Tiger Oats’
history, earnings per share have
Ucﬁ.u#m stronger contributions
from pharmaceuticals and fish-
, there was a-three percent fall
months to March. .
: interim dividend has been
maintained at 28c. R
The ‘contribution from Tiger

¢ of months trading from

percent and volumes feil
rage of three percent.

'R4,95 billion, ‘but operat-

0,5 million; < ~F T

“there were lower yolumes i
: some divisions,  and-losses" from’

the broiler and egg operations..
. The depreciation charge

i lion 'capital  expenditure. pro.
7 Interest: paid- was ‘down

- changes in_company.
sthe tax bill by, R22.1x n(
. ing R9,7 million of deferred tax.

in edrnings to 106c in the six

as down - 11-percent o °
ion; -despite-the inclu- .

: .O‘.

rér; increased by 11.per- .-

was up just one percent:

_quality .imported yellow -maize,

an. Robl ms .. “yields and a high level of-stock
ys margins were squeézed, . imer

- also up after last year's R652 mil-:
’R40;4 million to,R37,9 million. ‘The' .- Town, where major animal feed

Attributable earnings were up -

_,r

Rin s _nm,,

200

150 -
100 |

50

1989 © 1990 1991 1992 . 1993
Atter-tax profit — five-year Interim history - ’

“There were also unforeseen op-

three percent to mﬁmo.w million,
erational problems at the new oil

but there was’an increase in the
weighted average number: of

Williams says there

illi offshore investment will prove a
ficulties.in the processing of poor- .

‘major strength.

Tiger has bought another veg-
etable oil extraction plant and a
sunflower “seed .confectionery
plant in the US. )

ber extraction plant in Kansas/
".. shares because of the 1 ts -+ US. - v
issue. i i / v ‘But: Williams argues: that the
: Ywere dif- -4 .

which led to lower manufacturing

‘Feturns: because of copsurier re--.\ :
sistance, -. % ' The contribution of the Lan-
.-Tiger will continu Tess te. - geberg food canning operation -.

- . Government. to allow imports ‘of

.. yellow maize for animal feed pro- " prices andreduced local demand.
- duction in the Cape as the current
%+, systemn prejudices Cape livestock

“was lower due o weaker export

Langeberg’s- earnings were
down 14,2 percent and the fact
-7 that the compary must for the
first time absorb tax in the cur-
rent financial year may affect
its.py éts for the second half.
‘astic’ Rice: had good returns-
.competitive market and. is
‘well-positioned to face new com-

‘and broiler producers; .. k
 Yellow maize landed-at Cape

roductionfacilities are'locatéd

* Ben's Rice.

;Mmmmmm,E earnings is not expec!

petition” in the shape of g@w
. .;W\‘..n
_“Beacon's results improved: >

duced consumer spending, as the

new facilities in Jacobs, Durban |

were bedded down. : B

The distribution interests, par- |

ticularly Spar, continued to im-
prove profits and market sh

terests also improved earnings.

The contribution from fishing:|:
‘incredsed by 88 percent to |
RY,4 miillion’ and that from’phar- [
maceuticals was up 40 percent to |-
"R46,3 million. - < oA :

Williams feels the-results:are |

' reasonable, -given most difficult |:
trading circumstances, but says |-

the inhérent strength of Tiger
Oats will ensure continued

growth. - Nk

I

Operations

Cash generated from oumnww

tions .increased by ten percent

to R442 million, but cash require- |-
- ments increased by R82,2 million,

compared. with a R120,9 million
increase in the same period last
year. :

issue. . :
Williams says the policy of
continuing to invest, despite a de-

clining, difficult. economy,: will,

pay off in better times. .
But he says 1993 is proving t«
be a difficult year and ah. i

% |
- though they were affected Eﬁ,oh

Last year, Tiger enjoyed the ‘
benefits of a R385 million rights-[;




OME-OWNERS with swim-

ming ,pools should pay a |
wvmaﬁu “pool” tax as part of

an innovative approach to
wealth tax. A tennis court in the
garden should also attract a
charge, while owning both a pool
and a court would really see the
home-owner’s tax bill rise.
The suggestion, made by a non-
tending an .
WO_H% in Stellenb
ast week, might be crazy but it illus-
trates an important aspect of eco-

. nomic policy — symbolism. The need
to make up for past injustices — or to
be seen to be doing so — will increas-

ingly feature in official economic
policy as well as in private sector
decisions. :

The discussion aboui the swim-
ming 1 tax followed a paper on
capital gains and wealth taxes by

Finance Department unit for fiscal -

analysis researcher Martin Grote.
Grote was quick to point out that
government did not support the idea
of a capital gains or wealth tax for
SA. But, realising the symbolic value
of such a tax in a new dispensation,
the Finance Department was study-
ing every aspect of it. It was a pre-
emptive move rather than a sign of
the present government’s thinking.

n..owm started off by pointing out
that capital gains tax was not a rey-
enue spinner. A capital gains tax
would raise only about 0,1%-0,3% of
GDP, or R330m-Ribn. B;
. government could raise R4bn-R5bn
by introducing a national lottery and
taxing gambling. The motivation for
introducing a wealth tax would
mainly be a response to SA’s highly
skewed income distribution — or on
the grounds of “equity”.

SA’s absence of a capital gains tax
was the exception. An analysis of 112
. countries showed that 78 taxed cap-
T, o by teeating I sepacctely,

come, or by treating i .
. But the Fn.onnnmom of such a »ﬁW
raised many complex issues. Should
capital gain be taxed on accrual or
on realisation? - ‘

Grote said realised capital nwE

BibDay -
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Symbolism a real |
factor in devising
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the “real” economic challenges the"
couniry faced. - X

If anti-trust was pursued to attain
economic growth and reduce im-
equalities of wealth and opportunity;,
it was not at all cbvious from dn

: ‘economist’s perspective that these
. objectives would be attained.

fielby

. Anti-trust did not normally con®

" “cern itself with those questions;/it:

was concerned with consumer wels

~ . fare and the threat o consumer wel~>
. fare that the abuse of market Ucimm
mij E sl

t pose. k N
ese policies could be sold in the»

+"US by appealing to the common fe€l%

Enmﬂonmong ~m9un=_@
were being “rip woo by the Hnww
and powerful. Populist resentment

+in the US of the power of tycoonsy
such as John D m.anw&numn»uwha JR -

" ‘Morgan, was a powerful driving

* force behind the 1911 break-up.go

:Standard Oil and the '308 suppression,

- .GRETA STEYN (33) . "~

le “stalling” .
o.m .ﬂaﬂ e “stalling” tax payments.

ere was also the question of |

symmetric treatment of gains and
losses, and the possibility that people

- would take the benefit of big losses |
while postponing gains. There had to

be limits on the offsets for losses. -
Other issues included the specific
tax rates corporates and individuals
had fo pay, and the ibility of also
varying tax rates depending on the

" length of time an asset was held.

The paper drew the comment that
M tax on realised capital gain wonld
am|
could even generate delistings.
Taxation of accrued capital gain
raised the problematic issue of valu-
ation. Indexation to take account of
the effect of inflation on asset prices

was an option, but would create diffi- |

culties in an overall policy against

inflation. E .
Grote’s p: , and the discussion

2]
. that no=oﬂo%mﬂmn=mwr§ the diffi- |

culties in implementing the tax. If
the practi problems could be

overcome, what would the effect of .

the tax be on capital formation and

economic activity? Will there be an

economic cost attached to the sym-
bolic gesture? In the trade-off be-
tween equity and efficiency, will the

Joss in efficiency and hence long--

term growth outweigh an;

appeared pr asg

might force owners of capital into
liquidating their assets. But taxing
realised capital gain raised the issue

y
benefits in attaining greater equity?
Grote noted empirical observation

suggested the taxation of capital

stock exchange liquidity and

s 4 -Macroecona

CMBOWENI .

gains was “not a major disincentive”
to economic activity. High rates of
economic growth were not uncom-
mon in countries with the tax. He
added the argument for a capital
gains tax could be “depoliticised” in
the context of the trend towards

T e

ey L P i

undmhmun.w mno tax u»um.h....n lower-
ing the marginal income tax rate.

Eoﬁ.nn,m.em gﬁﬂme
uity and. &h&mﬂ.m is the key -
-lenge‘ facing: the fisca

i 5

of pyramids. It was against “the
American spirit” to have concentraz

- tions of power. © -~ - o
. | Equality was a red herring, Ger?
<

““son argued, in the context of break:

jihe debate about capital gains {ax «jng vy Toramigs, A collapse of pyraS
’ ¥ ymids

I in SA would merely rev
distribute voting power away from

- the controlling families and towards
- = the financial institutions. It would do
authorities. ..

‘relative importance, given d
ment objectives: —Z:and:vice versa.’

-to address these issues even if it is
only bolic.” His view was that
the debate on anti-trust and unbun-

dling was “relatively m!,&n:. given

to achieve,a: balance between com:
peting considerations dnd jfiferests.
But it is-ppk-just’gavernin iy
Sopething Sheht ey 1 ibticss, The rtant p be dealt
something abof in; s, The' +:im ad tp 1
private: wmndmﬂmﬁuﬂ turn-a blind” ﬂﬂv for economic uumw.m«‘mmwauorn
eye to. the: ¢alls for: i * b Getn e SRR .
N ﬁon__%cﬂmﬂﬁmur. o F = One man’s symbolism is clearly
(e - Davis > & i 'S i1 inei] Eco-
Jos Gerson, delivering a' Nhemn on .nomics is unfortunately not an exact
anti-trust and unbundling, off ; science yielding clear-cut answers.
by saying: “Symbolism and p- © Past injustices that encouraged a
tions are part of the reality, We have sk distril of i and

i-economic power will continue to

haunt economic décision-makers in

-, the public and private sectors for

some time to come.

. — pogy
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Tax iiicome
shock for "
Lar rﬂd‘i@
gov,emmen_

By Sven Lﬁnéch‘e_ ;

Tax income will once dgain be
below budgeted targets in.the
1993/4 fiscal year, judging from
government revenue and expen-
diture figures for April.
y -With expenditure rising
Tahead of budgéted eéstimates,
‘the deficit before borrowing is- |
_once again worryingly high, -~ -
If continued, the trend will be' ||
an embarrassment for Finance }
Minister Derek ;Keys, who, has:
committed the Government to a

curb in spending soupd fin-
ancing policies. wb )
Central Statistftal Services

(CSS) figures releaged over, the.
weekend show thaf revenue in
April at R5,24 billion yas
1,3 percent below the same fig-
ure for April last year.

For the year as a whole, the i
Government has budgeted for a
16,5 percent rise in revenue to |
R88,9 billion from _fhe

R76,3 billion if~collected in
1992/3. . .
April's inco grelore ac- |

counts for only 5,9 percent of
expected revenue, a figure
which will send alarm bells
rifiging at the Department of |
Finance.

Breaking down the revenue
figure, the CSS says inland reve-
_nue_ (income taxes and VAT)
showed a 0,9 percent year-on-
year decline in April and cus.
toms and excise duty a surpris-
ing 10,7 percent drop. , K .

Government spending in
April amounted to R12,2 billion, - *
10,7 percent higher than in the
corresponding month last year
— an overall 8,8 percent rise in
| spending has been targeted for -
1993/4. ’
Spending in April has thus ex-
ceeded income by R7 billion, or
80,1 percent, with the result that
the. deficit before: borrowing at
R5,3 billion already” accounts™’
for 16,6 percent of the year’s
budgeted limit of R32,1 billion.







Taxpayers unable to submit the
time owing to a shortage of IRP5.
and IT3(a) returns will not hg
Department of Inland Revenue’
‘Taxpayers who do not receive thé
and returns in time to submit them

will have until Ay, g returll th
Staff Reporter. (?:CZOI) g
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Plea for tax
on frozellqz

vegetables

Consumer Reporter

In an unsual turn of events,
the Housewives’ League has
written a letter to the Com-
missioner of Inland Revenue,
retéuesting that frozen fruit
an vegetzlibles be removeg
from the list of zerorate
items, CQQO
League president “Jean '
Tatham said in the consumer ;
body’s latest newsletter, ! . ‘
Rands and Sense, that to- in- :
clude this category of food- :
stuffs in the list of zero-rated i
items was totally contrary ta 1
the spirit of the concessions !
which were purely to assist '
the poor.

“If you haVea freeder you
can afford to pay the VAT on
frozen produce,” she said. * :

“Tatham said the league !
would like the regulations to :
be amended urgently to ex-
clude both frozen fruit and
vegetables (although there is

. ho frozen_frujt on the mar-
ket).

“If other exemptions
are contemplated, baked
beans, plain or in tomato
sauce, would be welcomed;” .
Tatham said. i
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By ngisa Mkhuma

Food prices apparently
have not increased as
much as expected fol-
lowing the rise in value-
added tax from 10 to
14 percent on April 7.

_; Prices were slightly
up from March at two of
the four supermarkets
surveyed in. our April
Consumer Basket of 16
listed items — and sur-

the other two.

The price of the items
! went up by only 26c

zaars, from R92,82 in
'March to R93,08, and by
98c (1,1 percent) -at Pick

R88,62 to R89,60 in-April.
The total cost of the

goods at Spar and Check- ;

ers dropped by R3,41 and

prisingly had dropped at ‘

(0,25 percent) at the Eloff =
Street branch of OK Ba- -

'n Pay West Street, from -

R5 39, respectively.
Checkers advertised

VAT rise not as pamﬁﬂ as ex] ecE@Sd

more specials than the

other supermarkets.

The stores claim cred-
it for the low prices and
attribute them to deci-
sions taken to absorb the
4 percent VAT increase,

But Econometrix di-
..rector Tony Twine said

the lower food prices —

“at the time the survey

was taken on April 28 —
could be the result of the
big retailers introducing
specials at ‘month-end,
when most people are

‘paid.

Twine sald the real

answer could be provid- i

ed by comparing these

.- figures with those of the
..Central Statistical Ser-
'vices for supermarket
" food inflation. The CSS
 figures will be available -

; after ‘the end of the
. month, .

; i
o Ol( “ PICK'NPAY' “SPAR - CHECKERS ;
16 ITEMS " Eloff Street West Street. Newgate ~: Yeoville - !
. = - Rainbow Festive  "Festive .. Rainbow
; - Frozen Chicken 1 kg v 689 0 719 0 7,68 A -
< . WU - SPECIAL _ *
1 & J Hake Fillets 800 g - 1,79 11,28 7 12,29 8,99 !
: Rindless "~ -Escot "7 'Escort || Renown  'Escort !
/+ Back Bacon 250 9 56,78 " 3,99 3,89 5,54 il
L : : ~_SPECIAL : :l
. Tastic che1 kg 308 - 359 2,49 1358
e L SPECIAL  ~ L SPECIAL‘ Sl
FIoro Margarlne 5009 S X - 465 | .. 3,89 }
. SPECIAL . . 2 N "
e i Famerspride  Mooiriver 'Mooiriver
: 'BuﬂerSODg ) - 6, A
- .Bliss Milk 1 litre. * ;. ~ 199 . 181 -
R TR i o5 sPECIAL o
Comnflakes 500g - 629 v 810
- Frisco ’ o ‘ M)
‘Instant Coffee 250 q 4,99 H
Iwisa Mealie Meal 2,5kg. 4,29 425 -t
Bliss Yoghurt 500 i~ 3,16 2,45 .. 1
- iy L : SPEC L
Omo 1kg . 7,24 T2 "
- Handy Andy 750 ml_ ' %3,99° 3,82 A R
) B '.‘_’ Twinsavers [winsavers ' Ca 'y
- Toilet Rolls 1doz - ;1035

W5 B

A report in The Star on Tuesday mcorrectly stated

that an SAP statement on a meeting between west- Cooking Oil 756 ml .

ern Transvaal farmers and security forces on Mon-

253 - 290 2,63

mann merely faxed the statement on hxs behalf The |- @+
Starregretstheerror P e
L

.- Fivé Roses ¢ - A : - .
day was issued by Major Hannes Webrmann. The " v N
statement was in fact made by regional SAP com- Tagless Teabags 250 g 7,99 — 8,79 724
missioner Major-General SP Nienaber, and Wehr- : 89,60 " 88,91

82,57 % *
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Safe haven pitfalls

The safe haven provision of the Income Tax
Act (Section 9B) is riddled with traps for the
unwary taxpayer, whether individual or cor-
porate.

The concession enabled a person to realise
the proceeds, tax-free, of a quoted share held
for 10 years or longer.

This was valued by many taxpayers be-
cause a vexing issue in SA’s tax law is
whether realising an investment asset, such
as shares or property, represents income or
tax-free capital gain.

Many shareholdings, including those of
conglomerates, were immobilised for fear
that the proceeds might be taxable as share-
dealing income.

The 10-year safe haven rule was intro-
duced in 1990 but the qualifying holding
period was reduced to five years in 1992.

Yet the fine print of Section 9B has mou-
setrapped many taxpayers who have made
decisions, often by default, which have pre-

ECONOMY & FINANCE

SN NS

vented them from benefiting. Deloitte &

Touche tax partner Will onje identjfies
two main issues. xS 20
The more important Goncerns the techni-

calities of election through the IT12 form
(for individuals) or the IT14 (for companies)
— in other words, the tax return. Since the
section’s inception, the forms have contained
a box which asks the taxpayer to elect whe-
ther to take advantage of the safe haven rule.
(A taxpayer might not want to claim the
protection of Section 9B where he holds
quoted shares that have dropped in price; it
would suit him to present himself as a dealer
and claim a deduction for a realised loss if he
decides to sell.)

Many taxpayers have not realised that
failure to fill in the box requiring the election
constitutes a waiver of the right to claim safe
haven status. This is made clear by Practice
Note No 18, issued last month by Revenue.

Right 10 elect
Fortunately, the 1992 amendment to sec-

! tion 9B provides a renewed right to elect and

to override any earlier decision. The renewed
right of election arises in the first year of
assessment, on or after March 18 1992, in
which the first disposal of quoted shares
takes place. The election then becomes bind-
ing in relation to all disposals of “affected
shares” by that taxpayer. (Affected shares
are quoted shares held for longer than five
years.) This includes shares in companies
other than the holding which triggered the

[ election.

Cronje argues that some form of relief
should also be given to taxpayers who failed
to fill in the box calling for election, after the
1992 amendment, as most of them, in his
experience, did not understand that default
is deemed to be an election not to claim the
safe haven.

One way to do this would be through a
temporary amnesty, available to defaulters
(though not to those who elected not to
choose safe haven status). Furthermore, ar-
gues Cronje, the tax forms should be
changed to provide for a third option, that of
deferring a decision. Then trivial sales of
affected shares would not force an untimely
decision on the taxpayer.

Other points of importance dealt with in
the practice note are:

O Transfer of shares, within a group of
companies, as defined by the moratorium
provisions in the Taxation Laws Amendment
Act, does not interrupt the passage of time
for safe haven purposes. The same applies to
the subdivision of shares or the issue of
capitalisation shares. But shares issued un-
der a rights issue cannot benefit because

these are paid for by ),hﬁhg;e_holder :md 50
Y o1

i

ECONOMY & FINANCE

O Wiien shares held by a trust are d

ed to:a’ beneficiary; he may not add-the -

trust’s. period of holding to his own period

unless its terms vested ownership in the bene- ||
ficiary from the date of inception of the trust;: |

O Last year’s amendment has a roll-over,

provision to protéct share dealérs from tax in’

the event of a swap;

O Section 9B provides for writing back costs
and losses previously allowed to-a taxpayer in
relation to quoted shares (on the assumption

that the proceeds would be taxable as ‘in-"|

come) now placed within the'safe haven; and

00 Where a taxpayer has over time acquired

more than one parcel of shares in a particu-
lar quoted company, the fifo (first in, first
out) rule must be applied to calculate the
holding period of any parcel. :
Revenue also points out that a-taxpayes
who disposes of quoted shares held in"a

portfolio for less than five years:will not be |
prejudiced by his election: The proceeds will |,
not be summarily subjected to tax but willbe |\

dealt with-according to the géneral guide-

lines for'distinguishing capital and income |
which have been built up in the case law over |/

' many ‘yéars. The ordinary rules will- also

. apply to a taxpayer who has elected not to
‘ choose safe haven status. -
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DEPRECIATQ: ALLOWANCE
2\ . .
A major concession

320
' Businesses that want to switch thei Ci-
. ation of fixed assets to a straight-line method
, will find their path cased by Revenue’s Prac-
tice Note No 19, dated April 30 1993,
The note relates to assets other than man-
ufacturing plant and machinery, for which
guidelines. have always been clear, with
straight-line write-off at.20% since Decem-
ber. 1989. The rate of depreciation for all
other assets such as vehicles, computers and
" office equipment has been at the discretion
of Revenue, which has always preferred the
reducing balance- way. Permission to use
straight-line depreciation was granted case-
by-case on application.
Now taxpayers can notify Revenue of in-
tention to change when they submit a return.
The practice note includes a long schedule
of approved periods over which various
classes of assets may be written off.
Kessel Feinstein tax partner Ernest Ma-

| EM;\ \f\”\%

- = =
3720
zansky explains that it takes: 1ol write

off the cost of an item ‘using the reducing -
s balance ‘method than it does with straight-
hne depreclanon

If the same rate is-used; the' wrxte-off is the
“same!in the first year using either method.

But. stralght line depreciation” permits a
‘faster write-off thereafter.
. To: benefit, the taxpayer must maintain
adequate récords. Any asset written off in
full must be'broughtinto accountata residu-
* al-value of RI.
| . His taxireturn — in. the case of disposals
'~ must include a schedule disclosing: ;
: {0 Date and cost. of acquisition;
O ‘Depreciated value at the end of the pre-
* ceding tax: year; and
" [CI"Price realised on the dxsposal or scrappmg
 of an asset, as well-as- the value for tax
purposes of any profit.or-loss.

The deduction to be claimed (under Sec-
tion 11(e) of the Income Tax Act) must be
reduced proportionately if the asset was ac-

" quired and commissioned: during . the tax
year. Mazansky notes this treatment is not
consistent with the tax treatment of manu-
facturing plant or machinery, where the full
20% allowance is grarted irrespective of the
time of year the asset is brought into use.

If a taxpayer fegls a shorter period should
be applied to his asset or if an asset is not
listed, an application must be made to Rev-
enue, preferably before-the taxpayer submlts
the return.

Where a piece of equipment is used for
more than one shift, so that its operating life
is shortened, the taxpayer. should make a
detailed application to Revenue to reduce the
write-off period.

Revenue has allowed a further concession.
Where reducing balance. write-offs have
been applied, the asset, may be written off
over the period set.out in-the straight-line
schedule as if depreciation.had commenced
on that basis.

This is allowed-even if it. throws up: an
éffective higher rate.of straight-line depreci-
ation over the remaining:period than the rate
allowed in the schedule. .

The new practice applies to returns sub-
mitted after April-30. n




AX and nappies
are seldom men-

age for [paying tax.
“# As"soon"as an unmat-
ried person under, the age
-0f' 63 receives a gross. in-
.come-of more than
R10600 a year (for-the
1993 tax year)-he or she is
liable to pay his- dues to
the'taxman,” -

- ‘A ‘married woman is
hlt .t the even lower in-
come level of R5100 as
shie; bears the burden of
thinner tax rebates than
.her hushand and unmar-

taxpayer who is clas-
 as “married”, which
in udw husbands and di-
vorced: or single parents,
will Tieed to pay the tax-
nian: only when' gross in-
¢ome; exceeds. R12 400
while” he or she is under
the age of 63

Beneﬁt

Once over' the age of
‘,63 hxgher income thresh-

‘olds dpply. because of ‘the -

bigger rebates " so gen-
erously allowed, by the
taxman. A ta.xpayer be-

“ftiere is no'such mmxmum &

LEIGH ROBERTS'

pay;er after R24600 and

"a married woman is still

penalised with a lower'in-
‘__‘_threshold i of

threshold: could however
be reqmred to- submit a
tax return, An’overriding
requirement of the In-

‘come Tax Act is that a

person who is issued with

a tax return must submit'

it irrespective of income
level.

The usual sources of
gross income are from
trade activities, interest,

“rental  income; .employ-
‘ment, royalties, -pensions,
annuities -and beneficial:
~amountsfrom testdmen+
“ tary trusts. Itlsofnoco -
“takman

ner of Kessel mstem

eriployée_receives: other

radle is no

" than R2000 in interest
aid their _income, is sub- °
3 In:

mploy
e “liét " refriunera-
tion”; that - is salary. ‘less

contributions " to:. pension:
-and ! retirement " annuity

funds, is:less than R50 000
per year. g
Beric Croome tax paxt-

ome:which s pot. sub-

travel allowance or study
allowance, he is obliged to
render an annual tax re-
-turn,

Receipts . from retlre-
ment’ annuities  should

. also be cludedmtheta.x .5
. return, ]
+*cause - through “a_recent-"’
.. amendnient ‘to " the: Act,
srsuch”.receipts . are” o

longer subject to SITE.
Croome  summarises

the situation, saying: “As

long as a pension of léss

“-than R50000, interest of

less than R2000 and no
other income is' received,
an income tax return is
;1:& required to be submit-
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THE full effect of the <kq. inc mmmN.
announced in the Budget may not be
reflected in the April inflation rate,
_due for release at the end of this week.
... Initial market projections of a sharp rise
E inflation last month were based on the
- assumption that the full impact of higher
JVAT would hit the April consumer price in-
{dex (CPY). But the rise in April inflation -
_from March’s 9,7% could fall short of the
5-3 umnnm:gmm vcEn ..E:v :-2 has vmm_-
widely expected. :
7.+ Forecasts of a three-point ~mwu in >E.= :
.inflation were encouraged by the date — -
~April 7T — on which VAT rose from 10% to
14%, The monthly CPI survey by the Cen-
_tral Statistical Service (CSS) monitors
:prices in the first week of the month, and'

320),

ow Eu in higher repeat their March fall of 3,7% — the

inflation in April rather than March, but biggest drop in 15 months, The March

should make little difference to the annual - figure seemed to be affected by the ad-

um»o; This is because the Budget in 1992 - verse US weather in the first quarter since

d almost id in the change was not concentrated in the

trol and drink prices. .volatile transportation sector but was

The April money supply figures are also,";, based across industry. A rebound is due:

- due this'week. As the chart shows, a slug- Tomorrow US consumer confidence for

4 “w¥gish annualTate of expansion in the M3 ag-+* May E released, having already ended:

; gregate has dragged broad money supply’s . thly falls throughout the-

Bt ~~growtli trend some way below the Reserve - first quarter by bouncing up 4,5 points in

y 3 vwmuwm 6%-9% . guideline range for. the, .April to.67,7, consumer mmunEmu....u best

Fial.tyear. Last year, by contrast; M3 was sel- i

i - pgi| -~ dom far from the Bank’s 7%-10% range. In.. quarter falls is plausible, but not much has
’ 2| March annual M3 growth, at 5,15%, was - happened yet in the slow US recovery to

~-little changed from February’s 5,16% bit -- enable the confidence index to improve to

the change from the base of the n&n&um its Decemiber highs above 78.
‘viryear u:cvmn t0-1,79% from March's0,68%. - ' On Friday the first quarter is examined

“the effective date for thé VAT hike _ooxmn = has coineid d with » when first-gnarter US GDP is given its
jeonveniently set to catch the higher tax ef-~ ‘This m:m:nmn Ew» outlets and items with uw D<m.5au=. run of declining foréign re--~ first revision. Instead of rising a prelimi-
*fect in the CPL the biggest weightings in the CPI basket ' serves, which has helped drain foreign ex- -nary 1,8%, the economy would have shrunk
i Furthermore, the CSS carefully changed . .excluded higher VAT as a factor. hange from the . The upturn in ' - 0,3% ﬂ:&oﬁ a solid contribution from in-
its survey procedure to ensure that April’s Service industries and smaller retailers *! the reserves in April and the bull trend in ventory accumulation, which tripled its

-inflation rate built in the VAT increase. In- | in the CPI survey evidently quoted prices ’
.mnmma of monitoring prices on any day in' inclusive of higher VAT, but their weight-
the first week of April, the survey covered | ings in the basket are smaller than those
:solely prices effective on April 7 — sup- . accorded the high-turnover national gro--

the gold price may now contribute to a rate of the previous quarter. Subseguent
higher rate of broad monetary growth. To - data for the March quarter have shown
the extent that higher gold pr ds have ion to have been so lacklustre
been lodged with banks, the gold boom .. that stocks could be revised up again,

posedly those including the higher VAT. " cery chains and retailing muitiples. Price : could show up as higher private sector de- = which would boost growth in the revision
© However, it seems many of the most in<  restraint therefore looks likely toreceivea’ : posits. Any increase, however, would be : at the expense of subsequent quarters.
' fiuential respondents to the CPI survey - much higher than expected profile in the ‘netof loanrepayments by mining houses. . Towards the end of the week Japanese
‘quoted prices with VAT at 10% instead of - April inflation figure. - Internationally, the rally in US statisti- April unemployment is out, and may show

14%. Apparently most of the large retail- The other higher prices arising from the  cal releases from poor first-quarter show- - why the Bank of Japan has been interven-
ing chains extended lower VAT-rate prices Budget may also have a muted effect on  ings should continue this week. US durable ing to cap the yen's rise. Headline unem-
on high-volume lines over the long Easter the year-on-year inflation rate. The raised  goods orders for April are published on ployment was 2,3% in March but trends
weekend that followed the raising of VAT. excise duty on alcoholic drink and the high- Wednesday, and will be hard pushed to show joblessness will rise.




— SIXTH SCHEDULE'

: " . The Star Tuesday May 25 1993

w Funding the ?-__..u.

The ::vmu&um
scrapping of the
sixth schedule
allows investors
greater flexibilit
‘in structuring .
policies to.fund -
education.

“THE ability of parents
_ to provide their children

- from a financial point of
view,” says Liberty
Life’s legal and techn

cal marketing expert, .

Helita Mankowitz.

Mankowitz says fees
at some
schools have quadrupled
over the past five years. -

“The current cost of’
a three-year degree is
R18 765.
15 percent inflation rate,
the same three-year de-
gree will cost R152 700
in 15 years’ time.”

The impending scrap-
ping of the sixth sched-:
ule allows
greater 7.

The abolition of 4.
minimum life cover re-
quirement enables inves-

tors. to maximise their '

investments. Previously,
“policy holders were lim-
ited to a maximum an-

nual premium of R1500 -

or R125 a month in re-
spect of pure investment
policies.

That restriction has
now been removed and
policies may be taken
out on the lives of par-

‘ents or children for edu-

cational funding = pur-

government

Assuming a

investors |
flexibility . L

HIGH ncm._.m &. moroorbm can cn EQ 4:5 insurance

Affordable education .

three-year degree will cost R152 700 in 15 years’ time.

poses.
“The problem of ex-

ceeding the maximum ~

amounts of cover,. in re-
spect “of policies As.-m.J
large premiums, on chil-
dren’s lives under the
age of 14 has been over-
come as life cover is no
longer required,” says
Mankowitz.

AN ideal opportunity exists for

grandparents who wish to provide

for their grandchildren’s education.
Donations of R20000 a year can

be made without paying donations .

tax. This amount can be invested

in a policy on the grandchild’s life -

with the E.gnnrmn as the owner
of the policy.

The policy could be structured in
various ways: An endowment with an

. . The current cost of a three-year nom..ow is R18 765. >mm:3_=m a 15 nmSm:n Infiation wmna. the same |

Grandparents ,...

can contribute

annual premium of R20 000, a single
premium policy of R20000 or a se-
ries of single premium policies.

_'The R20 000 can be divided equally

o

among grandchildren as the wngco.
is cumulative,

The grandfather and maﬂ:nio?ﬁ.
can each donate R20000 a year be; |
cause they are separate taxpayers.

By excluding collation in their—
wills and by structuring the polis i
cies as set out above, the vorn_ﬁ
will be excluded from estate duty"]
on the grandparents’ deceased wmu
tate.
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Charter Llfe S porggfo soa!;s

THE Charter Life Managed port-
folio performed well with an aver-
age of 18,7 percent for the taxed
portfolio in the last four years —

this is above the rate of inflation-

which averaged 14,3 percent dur-
ing the same penod

“This performance was ‘in spite
of the need to fund guarantees of
4,5 percent,’”’ says Nobert
Mureriwa, the manager of legal
and technical services at Charter
Life. R

Charter Life is marketing its
Charter Life Pure Endowment
Policy, which, like other endow-
ment policies, offers investors the
following advanatages:
@ TAX ADVANTAGES: The policy
holder receives the proceeds tax
free as the tax is paid by the life
assurer.

This is an 1deal way for older
people to accumulate tax-free in-
come over a short time span.

® GUARANTEED RETURNS '

Most life assurers offer a mini-

mum of 4 percent guaranteed re-

turn on endowment policies but

the Charter Life policy offers -

4.5 percent.
O FLEXIBILITY: The ﬂexnbxhty
of the policy allows for inflation

proofing through automatic pre- -

mium increases of up to 20 percent
every year.

Single premium policies are
als;l allowed thhout any tax pen- .,
alties.

[ PERSONAL FINANCIAL
PLANNING TOOL: The amazing
flexibility of tlns—type of policy
makes it a lot easier for personal
financial planning as many of the
previous restrictions have now
beenlifted.
@ COMPULSORY SAVINGS IN-
STRUMENT: Endowment policies
encourage people to save and the
funds can then be used for me-
dium-term projects.

The maximum quoted interest
rate by the industry is 15 percent

Nobert Mureriwa . . .

but in rea ity i much

" higher.

QEDUCATION NEEDS It is now
“; 'possible to invest more in a policy n
" for a child’s education without in-
‘eurring the higher cost of life
‘cover on a parent’s life which used
- to happen in'the past. . :

O LIFE COVER: It is possible to
add life cover to an endowment
policy should the individual needs
change, which. means:the policy
will cater for both investment
needs and life cover.

The proportion of life cover to
investment will depend on individ-
ual needs, .

@ ADDITIONAL BENEFITS: If
the life cover is added to an en-

'anager of Iégal and technical services gt Charte( ‘

ﬁts such as dlsablhty benefits may
be added to suit the pohcy holder’s

needs,

@ CORPORATE: Close corpora-
tions and companies may invest in
five-year endowment policies
without any tax disadvantages —
even though the premiums may
not be tax deductible the policy is
a convenient way to accumulate
funds which could be used to repay
a debt or for other expenses.

@ SECURITY: The investment
portfolios of life offices have con-
sistently beaten inflation and they
provide a secure base for inves-
tors funds giving a high interest
rate of 18,7 percent.

The four fund tax approach

TO implement the tax advantage life

offices will now have to kegp four sep- ® A fund representing the balance of
arate funds: Cf the. insurer’s assets — where the in-
@ Retirement funds — the inc come will be taxed at the corporate

tax rate, . -

The date of when this will become
effective has still to be decided by the
industry.

In the meantiime tax paid by as-
surers will remain the same for two
years after the changes have been
made.

i

will be exempt from tax. )
@ A fund for individually owned life
policies — the income will be taxed at
the rate of 30 percent, which is the av-
e{age marginal rate paid by individu-
als.

®A fund for corporately owned life
pohcles —thei mcome will be taxed at
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. rules?

“They provide for a
minimum five.year
term, single or recurring
premiums, with premi-
ums able to be increased
up to 20 percent of the
premium paid in the
previous year. Benefits
are tax free, although
loans and surrenders
durifig the first five
yeats: are restricted,”

BA, LLB, Fellow of the
Instxtute of Life and
Pension Advisers
(FILPA), senior manag-
er marketing Sage Life,

“The changes apply to
new policies and existing

premiums on old poli-

cies may be increased .

¥

says Michael Bemng, '

pohcxes “This means that

the potential returns

up to 20 percent a year
and payouts,will be tax
free.” C

‘With life~tover-no
longer necessary it is
now easier to use a poli-
¢y as a longer-term sav-
ings vehicle, People who
were previously uninsur-
able can now take a pure
investment policy, with
out any restri n
the premium.

“Single premiim in.
vestments can now be
made by individuals or

companies and the bene--

fits will be tax free,”
says Belling,

However, he warns
that shorter term poli-
cies won't always pro-
vide greater returns, He

says the longer the term ;

of the policy the better

What do the new rules mean?
S

WHAT are the new‘

REAREG oL TR S s v A
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New tax opens up Mm“wmummﬁu,m:ﬁ opportunities

“The new life assurance tax has

*. ereated exciting marketing opportuni-

ties for investment products,” says
Gavin Came, deputy general manager
%nrmnum and legal services Liberty
e.
“The only minor restriction is that
the maximum benefit payable within

« five years is a return of contributions

paid plus five percent per annum
compound, with the balance remain-
ing invested until the end of five

~years. B
] » According to Came, Liberty Life is

four
products: the Lifestyle endowment
policy, the Capital Bond, Systematic

Part Redemption system, Lifestyle
Income & Capital Builders.

THE LIFESTYLE ENDQWMENT -

POLICY: This popular product is de-
signed for investment objectives with
a term of only five years.

It is aimed at people who will re-

-quire eapital in five years’ time to fi-

nance housing bonds, chjldren's -

tion and retirement. wpogu_
No life cover is and the

THE CAPITAL BOND: This product

Fnannn.«onuﬂn.mmsaas
nyest” > .- mv

This single premtum cy be
used for many purposes, such as capi-

- For a combination of income 5pg

wth, the Income Builder is the pey.
fect supplement to a Capital Bong .
cause the income is guaranteeq by

tal growth, with no tax to be paid by
the policy holder. - L
SYSTEMATIC PART REDEMPTION *
SCHEME: This is an attractive option

_for policy holders as it is a very flexi- ~. Liberty Life for five to 10 years.

! ; ; The poliey holder is assured of hjg
dcome regardless of fluctuations jp
the bonus rate. Sas -

The Capital Builder will be prefer.
red to 2 Capital Bond by the clign;
who prefers a more stable invegy.

- ment, ‘.

The advantage of the Builder ;g
the rand cost averaging inherent in 5

annuity funded products are available back-to-back product and the capjta;

for five-year terms with a minimum 18 protected to a higher degree from 5

contribution of R10000. -~V ¥ - fall'in investment values.

ble investment.
- It can be left to grow for a nnmber
of years, Systematic Part Redemp-
tions or cash sums can be drawn from
it tax free, or the whole investment
can be matured tax free at any time
after five years. R
LIFESTYLE INCOME AND CAPI--
TAL BUILDERS: These back-{o-back




to TeRulaR" 1% .
industry ‘

THE sixth schedule was™ftro-
duced into the Income Tax Act
101972 to demarcate the bound-
ary between business conduct-
ed by banks, building societies
and lifeoffices. -+ . < . -
. Investments of less than five
years, with the exceptions of

Tetirement annuities and life
- policies underwriting pension

and provident funds, are strict-

1y the domaln of banks and:
. building socletles. . ~* -

.In 1988 the Registrar of In-
surance banned life offices
from providing guaranteed ma-
turity, loan or surrender values

. within the first five years. The
ife offices agreed not to sell
policies with a term of less
than flve years, " %*

The government taxed life
offices on policy holders’
money at the same rate as in-
vestments made by private
taxpayers. The sixth schedule,

. which was a form of double

taxation, became an outdated
way of regulating the industry.

Tn 1992 the Jacobs Commit- ¢
tee recommended that the sixth
schedule be abolished-and re-
placed by regulations incor-
porated into the Insurance Act.

By agreement with the Gov-
ernment and the Life Offices
Assoctation (LOA) Interim rules
have been introduced to re-
place the existing laws.

=

e 2L

Law created The power of comp~tind interest '

‘R1000 a year
. invested at i
" 12% interest pa

for 30 years.

ses o]

0 5

“f0 15 20 25 30
Years

Source: Sage Life
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WELCOME RELIEF in sight for insurance industry

Axmg of Iaw will he
a boost for industry

L] vnworluble- The six
stBedule was intended
tdJevel the playing
ffelds between banks,
bujlding societies and
1if€ offices, but
pxactically it became
an unworkable
regulation, says Louis
Shill former chairman
of fhe Sage Group.
By [énny Hunter Blalr
ONE; of the most dramatie an-
neuncements for the insurance
indu3try in the last Budget was
tHe pending abolitlon of the no-
torlous sixth schedule to the In-
come Tax Act.

The sixth schedule laid down
the rules for the proceeds of
tax-free life policies. .

tvedd nutlon as to
me role. whlch hanks, building
societles, life offices, played in
the mobilisation of savings.
With bank interest standing
at 12 percent and money depre
clating by 15 pecent, shrewd in-
vestors realised they would
reap higher returns on life in-
surance products than leaving
itheir money in the banks.
 But the banks and building
Socleties suffered as their funds
were depleted yet each had
their own important market
niche — from short and me-
dlum term to long-term forms

of savings,

“The sixth schedule was in-
tended to level the playing
flelds hetween banks, butlding
societies and life offices, but
practically it became an uo-
workable regutation,” says
Louls Shill former chairman of
!M Sage Group,

the insur-
ance Industry from selling in-
vestment products without life
cover and tax-effectlve pro-

ducts with a life of less than 10 +

years,

lnw a "pau:hwork" of legisla-
tion with many anomalies and
became a costly nightmare as
few people understood its com-
plexity.

r‘\r

Louis Shill , . , Fermer chalrman of the Sage G!onp says the slxm
N

schedule had become a costly nightmare, .

S




The'inflation rate:for April
det. to:shoot. back’into- doubl
i f

. ()
could sink back to mgle dlglts .
latet in the year: :

“The: only .danger iis that it,

‘escalate if -there are

age demands a5 a.re:

Despxte consnderab :
provements ‘in: the dutlogk: for|
- agriculture and a: recent rise’in;

¢ 2

current, account; of the balance :
of paymerits, Louw : says 1n San—
lam’s la test Eco :

lmprovements m ‘the capltal ac
count, may lead to lower.inter-; -
est rates later this year, : d

_However, a, marked:recover:
in the economy this year: re-. .
mained unlikely, Louw writes;




Tax write-back helps

THE drougl@L '3 poor’ export rui pnces
put pressure on agricultural group Crookes
Brothers in the year to March.

However, a write-back of a deferred tax
provision enabled the company to report a
4% rise in earnings to 62,6c (60c) a share
for the year.

MD Dudley Crookes said drought in the
summer rainfall areas had “a material
effect on agricultural production”.

Cane production dropped 24% to 314 083
tons after adjusting for the sale of the
Isonti farm on Natal’s south coast.

Nevertheless, sugar cane continued to
produce the major portwn of the. group’s
pro fits, :

Crookes’s income from expotts declined
as heavy competition in European markets
saw citrus prices remain at 1992 levels and
apple prices decline,

Turnover decreased: 2% to-R43,3m —
(R4{m), and operating profit dropped 22%

MARCIA KLEIN

"to R6,2m from R7,9m previously.

Income from investments rose 10% to
1942 000, and the interest bill was halved.
This' reslted in a 16% drop in pre-tax
income to R6,7m from R8m.

A write-back of the deferred tax provi-
sion saw mcome after tax rise. 4% to R7,5m
from R7,2m. .

- A final dw1dend of 13,5¢ a share was

s, declared, maintaining the full year divi-
" dend at 21c a share,

- Crookes said the company incurred con-

. siderable capital expenditure on banana

expansion in the eastern Transvaal and on
improvements to its deciduous fruit iarm
in the Cape. .., 1

It had eliminated a deferred fax provx-
"sion of nearly-R1,6m by providing for de.
ferred tax on the partial method,
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PRESS RELEASE PERSVERKLARING
EMPLOYEES TAX @ WERKNEMERSBELASTING

ISSUING OF CONTINUOUS IRP 5 CERTIFICATES
ANDIT 3 (a) RETURNS

Owing to the shortage of continuous IRP 5 certifi-
cates and IT 3 (a) returns experienced by Inland
Revenue, certain employers and bureaux have
not yet been able to make these certificates and
returns available to their employees or clients.

An adequate supply of certificates and returns is,
however, now available and employers and
bureaux which were effected by the shortage, will
soon be able to start printing and distributing them
to taxpayers. It is possible that some taxpayers will
not receive these certificates and returns in time to
submit their 1993 income tax retums on or before
8 June 1993. Taxpayers who, for this reason, are
unable to submit their returns in time, will not be
penalised for the late rendition of their returns if
such returns are submitted on or before 31
August 1993.

Issued by: The Acting Commissioner for Inland
Revenue.

Contact person: D. J. Nel.

Telephone number: (012) 315-5635,
10302—A

UITREIKING VAN AANEENLOPENDE IRP 5-SERTI-
FIKATE EN (B 3 (a)-OPGAWES

As gevolg van die tekort aan aaneenlopende IRP 5-
sertifikate en IB 3 (a)-opgawes wat deur Binne-
landse Inkomste ondervind was, kon sekere werk-
gewers en buro’s hierdie sertifikate en opgawes
nog nie aan hulle werknemers of kiiénte beskik-
baar stef nie.

Voldoende sertifikate en opgawes is egter nou
beskikbaar en werkgewers en buro’s wat deur die
tekort geraak is, sal binnekort met die druk en
verspreiding daarvan aan belastingpligtiges kan
begin. Dit is moontlik dat sommige belastingplig-
tiges nie hierdie sertifikate en opgawes betyds sal
ontvang om hulle 1993-inkomstebelastingop-
gawes voor of op 8 Junie 1993 in te dien nie.
Belastingpligtiges wat nie hulle 1993-inkomste-
belastingopgawes as gevelg hiervan betyds kan
indien nie, sal nie beboet word vir die laat indie-
ning van opgawes nie, indien sodanige opgawes
voor of op 31 Augustus 1993 ingedien word.

Uitgereik deur: Die Waarnemende Kommissaris van
Binnelandse Inkomste.

Kontakpersoon: D. J. Nel.

Telefoonnommer: (012) 315-5635.
14823—1
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Tax deal works
Reve and p fund administrator

have reached some agreement on tax rules
for funds that are accessible and can be
transferred from one employer to another.
They apply in particular to “parking places”
where savings stay while employees seek new
jobs.

The preservation of pension rights has
been a sensitive issue since government tried
to enforce it in the early Eighties, That
attempt was unpopular among workers who,
in the absence of a system of social security,
relied on pension payouts to see them
through periods of unemployment. After op-
position from major unions and considerable
labour unrest, the concept of enforcing pres-
ervation was shelved — though it was re-
vived as an ideal in the recent Mouton re-
port. Life offices, meanwhile, came up with

ECONOMY & FIHMICE

£m

schemes to bridge the unemployment gap
with funds that offered preservation and
some accessibility.

The arrangement now reached with the
Commissioner for Inland Revenue by life
offices and other fund administrators, ap-
pears partly 2 compromise with the tax posi-
tion and a wholehearted attempt to allow
preservation where the departing employee
wants this,

Several fund managers create a preserva-
tion fund separate from the main pension or
provident fund. Southern Life employee
benefits manager Rod Stevenson describes
his company’s Horizon Funds as typical. He
says such funds provide a haven, temporary
or permanent, for a person who leaves one
job without having another. When he finds
employment he can transfer the preservation
fund to the new employer’s fund. If the new
employer does not operate a fund, the em-
ployee’s existing benefits can still be pre-
served, .

Stevenson stresses that preservation funds
provide an incentive to protect savings.
Without such an intermediate vehicle, much
of the payout from pension and provident
fund savings is dissolved instead of being
directed to retirement.

Last year Revenue raised objections to
schemes such as Horizon: entry was optional;
membership did not necessarily- involve an
employer-employee relationship; and mem-

2512 (&

ECONOMY & FINAMCE

bers could cash benefits from the funds be-
fore retirement without withdrawals being
related to leaving service. As these possibili-
ties were contrary to the provisions of the
Income Tax Act, the Commissioner threat-
ened to withdraw tax approval,

Preservation rules have now been set. Be-
fore an employee may transfer a withdrawal
benefit from another fund to the preserva-
tion fund, the employer from whose firm the
employee is leaving must already be partici-
pating in a fund such as Horizon, says Ste-
yenson. “Employees who are members of the
employer’s main fund will also have to be
members of Horizon before any transfer of a
benefit.”

The agreement with the Commissioner
includes rules for eligibility, the situations in
which transfers may take place and taxation
of transfers. If all the Commissioner’s stipu-
lations are met, there will be no taxation on
transfer except where it is from a pension to
a Horizon-type provident fund. Stevenson
says there will be no exemption from tax for
bulk transfers from pension to provident
funds. “That means there’s no tax exemption
for the portion of the amount transferred
that is attributable to the employer’s contri-
butions.”

The Commissioner will accept transfer of
past service under the main fund for the
purpose of determining tax-free lump sums
at death or retirement.

=T

Stevenson says the regulati

_ |
%m:

restrictive “but they make a workable solu-
tion to the problem of reconciling preserva-
tion vehicles with the Act.”

e cont—P



.. rebate.. | .
- When he was 64, the
taxpayer's medical de-

Receiver’s gifts
a mixed basket

S ;iqusiqg

" REACHING your 65th birthday can -
be boon in terms of taxation, with
extra rebates and deductions allowed. '~ have been required
However, a lot depends on just y
-your income is and:liow'
. writes LEIGH ROBE \

HEyeai‘sofwis-.

dom are definite-

Iy the years of re-

-ward when it
comes to paying income
tax. However, the tax-
payer ‘scores only after
his 65th birihday.

«On this day the Re-

ceiver offers the taxpay-
er a inixed -basket of
gifts —unlimited tax de-
ductions for medical ex-
penses | and 2 double

.duction waslimited to

'the. portion of his costs

exceeding RI 000 or five

"'percent of fis taxable
“income. ¥

- In addition to the pri-
mary;.rebate of R2225

- (for married people), the

ss-year-old faxpayer can
knock another R2 500 off

« his tax bill in addition to
- a R120:rebate received
. after reaching the age of

: g
. Maximum

‘ The exatra medical de-
duction and rebates give

"'the 65-er :the highest
- minimum tax threshold

of all taxpayers. No tax

‘is paid if less than
" R24 600 is -received by

the married taxpayer.
This threshold is almost
double the R13 000 appli-
cable at the taxpayer’s

 64th birthday. -

However, once the

. taxpayer receives in-

come . in. excess of this
level he is taxed at the
same rate as younger

faxpayers. .The maxi-
. mum marginal rate for
. Compensation Acts. .
- SITE is automatically.
deducted from your pen--

e

a married taxpayer is
43 percent after R80 001.
An issue of contention

" disability pensions pgid

now obliged to complete |
" a tax return, whereas
- previously none would

under the SITE system,
provided no . other in-
)me was tecelvegl 4

aged 65 or older is that
“-pension income is taxed.

. The taxman’s answer to .
* this, according to Reve-

ne, is two-pronged

come is generally ‘con-

tinved remuneration in-

respect of past services;
second, the contributions
made to the pension fund
were tax deductible and
reduced tax liability in

‘those years. - )
“It is, therefore, only

just that the pensions
arising from the tax-free
contributions should be

‘taxed - when they - are

received.” -,
"However, a few pen-

“sions do escape the tax-

man’s clutches. They are
war pensions, compensa-
tion in respect of. dis-
eases contracted .ihile
employed in mining‘and

under. the Sncial -

‘sion as these amounts K
first, that' pension in-"are, in ! funds the - taxpayer
- the lower average .Tate  anoher RISEN in tax

+ total. SITE charge of

‘mal rates'.a tax of
would bedue. < :onv

-;’.".m;‘!‘; 'e‘jg?& ffom pefief for those past 65.

-the 1993/1994°tax year ape of R2000 is fully

ten says a-further prob-
lem in this. change in
legislation is that annui
'ty receipts are taxed in
terms of thie lower IRP

of ‘the total tax to be "
paid when the tax return
is submitted because the
receipts are taxed at the

lower rates. RS

two .

taxpayers’ who have - from retirement annuity
‘more than dhie such pen- . gnde and not. pension

would have to fork out

and not the m on  assessment. © Any-, P

m%'t;g:nal mt:ie K mar other - mlc‘;)mle ‘received
example, . by the elderly taxpayer *

ried taxpayer who re- ' oy taxable. S

ceives two.pensions of

R49000 each will pay a Status

Ri4213. - Were these ~ncome from ';nvest_ —
amounts taxed at nor- ;nentsxsusua&lyama;tl)r
portion of the elderly
R29820 - after rebates taxpayer’s income, Ex- |
sting tax law does not
No such -advantage . ‘nroyide any additional

|—1

Interest in excess of the
funds. With effect from  gtapdard annual allow-

annuity receipts will not - tazed at marginal rates.
be Dividends from share in- rI'
vestments are exempt
for all taxpayers. tor:
: 1t should he remem- ] the
eatment of annuitieS pered that a husband | —°
f:ﬁ““‘&t“cilx:‘:e t‘;‘; i wl;:ul::c:g:es a widower e!f
“ire married per-
w"&e\ The taxpayer is “son status for tax pur- | W
: * %2« poses. A wife who is wi- | JSF

dowed will change her

'MAXMECH MECHANICAL
“SEALS LIMITED -

tax status from married | Y%
+woman to that of mar- 1
ried person? -
- The  taxpayer.” who | .
turns 65 on the last day | po
of the tax year, Febru- | gy
ary 28, will be consid- | R3
ered as 65 for the whole { -
tax year, reaping com- | re:
mensurate tax rewards ber




onofthi
an-result’in the:
ent of penalty tax-’
25, ang 5 n sentences. -,
My Van: Heerden said:it-was:
i not:a: matt‘er:‘of’there being:an.
nerease in'v,V’AT‘zir‘aud; The.
VAT, system merely made it
asier for:suspects tobe traced |
cuted.: ;s :
He pointed out. tha s had '}
been one:of the major reasons
for the change from GST.to the'}
gotem, .l
¢ the- beauty-of 'VAT.}

i

3§ an. auditytrail: which:
be followed quickly: - L
walk:into any. busi-
egs and immediately assess’
her: there has been: any,
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mise your tax lia
‘of several articles, based on the:
et:Déloitte & Touche’s, PayLess Ta;
ubliél;:d in:conjunetion with Busi-

“*This first
hookl
1993

L "AND ‘were
Iy to Site; thén you: do:NOT need to
return. However, if; you-receive’
~tax return. (IT 12) from'Inland ::
1w MUST complete it; regardless’.-
mount ‘or type of: income received.-
56 fypes ‘remunera'tim;;are 1ot sub--
J Site and you are therefore Foquired to .
‘Teturn if you receive such incom
benefits; " retirement™ anniities,
Intifties, r leration’of ‘mar.
0 who are sole breadwinners. and
ion-‘from ‘non-standard: emplo;

, @ Copies of Pay Less Tax can hé ob I for
R35,95. (including VAT .and; postage). from

;: Fernwood. Press, Box 15344, ‘Vlaeberg, 8000,
Fax:(@21) 618574, T
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Call to

THE recently appointed director of,

the CTSO, Dr Jacques de Vos Malan,’
made an appeal yesterday for the
State to review its tax legislation on-
donations to the arts as South Africa
was, the only “so-called Western
country” without such incentives.

Dr Malan was speaking at a Press
conference at the City Hall to outline
the CTSO’s new visual identity and
subscription concert series.

“The attitude of doom and gloom
which prevails in the arts councils
and elsewhere is inappropriate to
the CTSO. What is at issue is state
funding for the arts, and in its 79
years the CTSO has never received
funding from the central government
or the province,” he said.

“Our annual grant from Cape Town
City Council is for services rendered

-'to the city. .

«Qur strategy now is to strengthen
the tradition of corporate and indi-
vidual support for the arts so that
future governments can address thé
fundamental need for a redistribu-
tion of cultural resources of all citi-
zens. .o .

Sponsorships ‘
_«“We are callingnow for the State to

review the existing tax legislation on

donations and sponsorships.”

chang
- erafelys (39
tax law.

¢ train them ourselves.”

e
on arts

* Kmong theé good things lined up to
inéréase interest in and support for
the orchestra are:

. @To include at ledst four major in-

ternational stars in each season from
January 1994 — “the sort of names
who used to visit Cape Town before
the cultural boycott”. X

@ To take the CTSO into the interna-
tional CD market in 1995, The first
part of this plan would be to intro-
duce to the orchestra a guest conduc-

_tor with the reputation, repertoire

and experience to collaborate with
the CTSO.

@ To try to engage some of the biggest
black American names in the concert
circuit as “role models”.

@ To expand considerably the music
awareness which the CTSO has
offered to Cape children for more

: than 20 years.

“We cannot sit back and expect our
future audiences to come to us. And
we will not see any real growth in the

_ number of South Africans of any
.shade of colour.in the ranks -of the

CTSO unless we get out there and
i .

De Vos Malan also said that a Sun-
day “Pops” concert,-on the style of
the Boston Pops, would soon “ex-
plode” in Cape Town.

Fiona Chisholm

rchoral music _' l

Musical
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Saambou

By Stephen Cranston

di

Saambou intends to dispose of
its troublesome property portfolio
within three years, says group
MD Johan Myburgh. )

In a presentation last night to
the. Investment Analysts Society,
Myburgh said Saambou had sold
R86 million worth of its proper-
ties over two years, including its
head office in Pretoria.

It was left with R148 million
worth of property, including
R91imillion in fownship stands

that needed to be developed be- -

fore they were sold.

Saambou had tax losses worth
R39,5 million, which Myburgh
said would take a little over two
yearstouseup. -

But Saambou was already pro-

‘viding for future fax so as to -

prevent a sudden drop in earn-
ings when i{ started paying tax.

Saambou intended to increase-‘

Ster, 2lolgz
ching property

B

1t also intended to increase in-
* dividual deposits to 60 percent

of total dej
cent.
In ord

ity from 37,5 per-

2320

to redute its expo- "

. sure to individual clients, Saam-

i

the level of savings accounts to -

50 percent of the value of its
bond book. It was now 13 per-
cent of the bond book's value.

bou limited lending to any one
client to' RS0 million, or just over
one percent of total advances.
Saambou planned'to increase
its-high margin assets in the
shape of instalment credit and
personal loans, . ;
.. Personal loans worth R238 mil-
lion had been advanced and they
accounted for 6,4.percent of total
advances — up from 4,9 percent
inlg2. . v o
Consumer finance had declined
from R533 million to R448 mil-
lion, mainly because it. had been
deliberately reduced because of
the:problems incurred from its
L'grge exposure {0 motor dealers.
Myburgh said S8aambou had
outsourced its technology to SPL,
which he said had highly skilled

. people whom it would take years

to develop in-house,
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Business Day Reporter .
A NEW local government.

system-should entail, a k
fairer distribution of the [
tax burden to enable less |-

affluent communities to
benefit from tax revenues
generated by commercial
and industrial undertakmgs
located mostly in “white”
local authority areas.

‘This recommendation |

was one of Sagob’s subfis+-
sions., to . the Presidept’s”
Couneil mvestlgatwn into
local government in: aritew’
1 constitutional dispensation.

iSacob urged a dynamic
view of local government
options which .offered
choices to cater fop.differ:

| ent communities: _

:1t suggested a minimuri
oi central control, provided®)
government accgpted
financial Tesponsibilify for
basic . socioeconomig,..ser-:
vices and infrastructure. It
said the composition-of re--
gions should be determingd |
by local communities~

pendence, including the lo-
cation of tax resources and
communities which had the
greatest need for service. |-

= —-—'—v“;;. | A
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SECONDARY TAX ON COMPANIES

FN el

Where to draw the Iiﬁ%a

Finance Minister Derck Keys's Secondary
Tax on Companies has had accountants and
share analysts in a flutter over a seemingly
technical issue. That is, whether the new tax
(7,5% on dividends) should be accounted for
above or below the line. If above, that
amount of the tax must be deducted from
earnings and so reflect negatively on EPS.

But the company tax rate itself is down
from 48% to 40%. Not only will this benefit
EPS directly, but companies that have pro-
vided a significant deferred tax reserve, be-
cause of timing benefits from capital expen-
diture which are regarded as temporary, will
be able to claw back part of that reserve —
the reserve would have been based on projec-
ted company tax rates at that time. '

The SA Institute of Chartered Accoun-
tants has issued a press release dealing witha
variety of accounting questions flowing from
the new company tax. It says it is not a tax on
dividends but forms part of the corporate tax
payable by a company.” Accordingly, it
should be reflected as part of the company
tax charge on the face of the income state-
ment (it should be placed above the line).

Many accounting firms have taken the
view that STC is not a tax on income and
accordingly should be reflected with divi-
dends declared, as an appropriation of pro-
fits. Deloitte & Touche partner Peter Wil-
mot says his firm has taken a strong stand
against this viewpoint. It is in conflict with
Keys’s intention. He indicated in his Budget
speech that the STC will apply irrespective
of the recipient, saying “the tax is in no way
a tax on shareholders.”

While Wilmot accepts the calculation of
the amount is based on dividends declared,
and not on income before taxation, it is
nevertheless an expense of the company and
should be treated accordingly.

Wilmot concedes certain special cases to
which the general rule should not apply —
where companies distribute dividends out of
previously retained earnings or out of ex-
traordinary gains. In those cases, the tax
should still be treated as an expense, but the
distortion in EPS should be commented on
by management. This will ensure users of
financial statements are informed about the
impact which dividends, declared out of pri-
or year profits, have had on the tax rate and
so on the sustainable EPS,

Of course, the imposition of the tax will
make it less likely that companies will de-
clare dividends out of previously retained
profits, because of the tax penalty.

An indication of Arthur Andersen’s ap-
proach comes from the latest financial state-
ment issued by Tiger Oats (of which that-
firm is the auditor) — which places the
liability for the tax above the line.

Coopers & Lybrand technical manager
James Schnellen says his firm’s view is that
it should be treated above the line, which
conforms to the conceptual framework used
by accountants which regards tax as an ex-
pense, not to mention the view of the insti-
tute. This may mean the tax charge some-
times appears disproportionate to pre-tax
earnings. But this occasional consequence
should not be allowed to interfere with the
principle, especially as it may be explained in
the accounts as in the case of any other
abnormal item.

Kessel Feinstein technical partner Frank
Timmins says his firm will follow the insti-
tute’s approach. However, if a client wants to
account for the tax below the line, Kessel
Feinstein will neither object nor qualify the
accounts. Some clients might even want to
reflect EPS on both bases.

Emnst & Young partner Ronnic Bowker
says his firm will follow the institute but
concedes exceptions could be made. One is in
the case of companies with a March year-
end, which will have to pay tax in 1993 at
48%, as well as the STC on dividends distrib-
uted. Another is the distribution, as a divi-

" dend, of a profit reflecting an extraordinary

item, say the sale of a property. A third
would be a dividend distributed out of a
previous year’s earnings.

Price Waterhouse senior tax partner Chris
Frame takes a similar line, saying the gener-
al policy will be to take the tax above the line,
but with exceptions,

Some share analysts are not willing to
commit themselves. Simpson McKie director
Tim Alsop, wants to see what the companies
themselves do. Others, such as Fergusson
Bros, Hall, Stewart director William Bowler,
say flatly the tax should be placed above the
line.

To these arguments could be added a line
of reasoning based on the precedent of the
long-repealed Undistributed Profits Tax.
This tax was determined (if negatively) by
the amount of after-tax income distributed
as dividends. Yet no-one ever suggested it
should be accounted for below the line.

It secems a sound principle to apply to
STC. This will of course benefit those com-
panies with high earnings retentions, such as
those in the Rembrandt group, while hurting
those such as Sappi with a low effective rate
of company tax but with relatively high divi-
dend distributions. But companies are
always at risk from shifts in tax policy and
should not shirk reflecting the occasional
materialisation of that risk in their ac-
counts.

GATT i ulb (13

L]
SA under scruim@
The first Gatt review of SA’s trade policy and
practice gives full credit for the reforms to
normalise the post-apartheid economy. But,
underlying the even-handed language of the
Gatt secretariat’s report is the clear message:
SA could do better. For two days this week
SA’s policy has been under the microscope of
the Council of the Gatt in Geneva.

An early result of the Uruguay Round
these reviews have been held for 30 countries
so far — and the top four exporters of Gatt’s
111 members, the EC (treated as a single
entity), US, Japan and Canada, which are
subject to biennial scrutiny, have been
through the process twice.

The purpose of the reviews is educative —
both for the subject and its trading partners
-— rather than prescriptive. The reports pre-
sented, one by the secretariat and one by SA,
are debated in the council with the aim of
creating transparency and understanding of
two-way problems and needs.

But implicit in these exchanges between
SA and the 80-0dd council members is peer
pressure for reform and change. As such the
secretariat’s report on SA, published as the
FM went to press at the conclusion of the
review, was an indicator of the external pes-
spective of what is being done and what more
should be done. It acknowledges the prob-
lems of ironing out the distortions which are
the legacy of apartheid and isolation.

Gatt estimates the combined cost of trade
sanctions, the financial embargo and disin-
vestment at R40bn — or 13% of 1991 gross
domestic product. But, equally bad, are the
rigidities and uncompetitive, high-cost struc-
tures created by protective import-substitu-
tion policies.

The report welcomes the lowering of tar-
iffs and reduced import controls, increased
emphasis on export promotion and open-
market reforms, However, it finds that the
last is being only “cautiously pursued.”

In addition, “the tariff structure and re-
view mechanism underlying it alzéw
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Tax boost when
home bréaks up

taxman annuity deduction is in-
w__mmm anwmm DIVORCED and mmvm-.mﬁma women do nnonuwm to R1750 from
Hﬁﬂcoﬁ»ﬂ@ﬂ not have to wait until QM divorce is RET5. Muﬂﬁh..hﬂﬂ mar-
ve finalised before taking advantage of gioal s

w_.ﬂwmmﬂn_.ﬁwwumpﬁ eertain tax concessions.available to ﬂﬂnmapn__.w&em_.w»ﬁ

" be as high as 42 percent. * them. LEIGH ROBERTS reports. at a fairly high income-
A little-known fact is level

that the wife may claim Anne-Marie Long, se-

this tax saving from the HIH %— nior tax consultant wm
iz How to score if you Eridshs
oo, L e ol © I IRB Torm to v
Onoommvw—-maﬂ—ndn— MONANO %OﬁH- Eg rm—.nBanE.cnwﬂ.

her husband, the woman change in status. - TRP2

enjoys an overnight me- forms are obtainable

tamorphosis in her tax and each case BE« be gzm income levels of from the employer.

From her on its partic- a woman under 63 with “By law, the employer T

heavily taxed “married ular merits. two dependants. ‘The  ghould accept the change
woman” status she ei- ¢ Importantly, " it ap- taxable incomes are in the taxpayer’s marital
ther reverts to an “un- pears that the Act does  stated netof pensionand status after receipt of
married” classification  not require that legal ac-  retirement annuity con- the IRP2. In practice, we
. or, if she has children tion be instituted as an  tributions. find that certain employ-

‘who qualify for the child  indication of permanen- With an income of do not v
rebate, she becomes a cy. The crux appears to  R35000 the tax saving is mmﬁnhnh.ﬂuuw.«vﬂm%wﬂm
“married um-uou. . - "be the actual lkving a 42 percent from the Re-

nvwn»onn.nuvaﬁwn. enmunno..—.iu»nuuu —.3&
Scores . While seeing to her Iatesinto an income sav- MMMMW.GMPEu L4 ure is
change in tax status may ~ ing of R268 a month. At .

In both instances she be last on the nmﬂ—w se- R55000 the saving is Two returns
will usually pay less tax  parated ﬂeEE.m list of 25 percent, or R3834, or —_—
than under her i R324 2 month. At 85000, “Where the employer
tax status. However, the  warrants 2 Ewrmn. priori- & 12percent or R3301 g guspicious of the tax-~
separated woman whois ¢y, The potential tax saving is made, translat- payer’s change in partic-
classified as a “married savings can make a ma-  ing into R275 more in-  ylars, they should rather
person” scores substan-  terial difference to the comeamonth send a copy of the IRP2
tially more. separated woman’s . The potential tax sav-  to the Receiver for ap-

The change in her tax  (usually frugal) monthly  ings are attributabletoa  proval,” Long adds.
status can be effective income. Which is why number of differences. It should be remem-
from the date the wife the woman should not First, as a married per- bered that because of
lives apart from her hus-  wait until her divorce is  son she receives a pri-  the change in tax classi-
band. However, the In- finally through but rath- mary rebate of R2225 fication, two tax returns
come Tax Act requires er see to it the day ei- instead of the R900 ap- need to be completed by
that the separation- be ther spouse leaves the plicable to a married the woman in the first
made in circumstances commugal home. woman. Second, she can  year of separation.
‘which indicate perma- The examples in the now receive the child re- Women subject to SITE

nency. The phrasing in  table show the potential bate of R100 a child peed not submit a tax 22
return.

the Act is very broad tax savings at different 'Third, her retirement
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cbates that.can

HOW TO PAY LESS TAX
DES KRUGER and VICKI
TAYLOR of .E.Ezn & Touche

| TAXPAVERS can’ reduce their tax
gh-legitimate general
raptions and rebates.
ghted in the booklet
“Deloitte & Touche”
-1993” published in

Medical and physi
expenses (Part.3.10f the income-

which are taken into account in'de-
termining contributions to a pension
. . or provident fund). -
enses . may- generally 1

be deducted only in varying - contributions

® R1 750 (R875 in the case of a mar-
ried woman). .
" Reinstatement - contributions “are
deductible up to R1 800 (R900 in the
case of a married woman) a year.
Retirement annuity. fund contribu-
tions-aré most beneficial when-a:de-
duction from your taxable income is
obtained. !

-, Any retiréement annuity fund con-’

* tributions'by a married woman be-
" fore March'l, 1992, miay at her option

exceéd the greater

5. years or older, all such-ex-- -
penses:are deductible.

child or stepchild is
handicapped, you may

Some scope may exis
ing = contributions (and therefore
" benefits) if your employer agrees and

if your contributions are based on'a
ercentage than 7,5%, 0
of a percentage of only part
our remuneration (some funds
exclude fringe benefits or bonuses
from rerhuneration).

Arrear contributions (Part 3,5) are.
deductible up "to -a  maximum  of

.Educational donati

‘deduction of any donation to
rsities, colleges = and certain
ional and trust funds is limited
to the greater of R!
<taxable income as det

Retirement annuity fund con-
the-deduction_of the donations and

tributions (Part 3.6).
The deduction for contri

be deducted by her husband instead.
"This concession lasts- until ‘and -
cluding the February 1997 tax year:
There is: an obvious benefit if the
husband’s income tax rate exceeds
his spouse’s.

ond

Home office (Part 3.10).

If you are required to work at
‘home and you set aside a room exclu-
sively for this purpose, you are al
lowed to deduct certain expenses cal-

“culated ona pro-rata basis: ;- .. -
Total household expenditure x area

Pension fund. contributions actually made is limited per taxpay-
. er, to the greater of:

The -deduction _for con
aetually made is limited per come derived. from

i 3 /funding émployment”

for-a’Iharried wom: >
® R3 500 (R1 750 in the case of a mar-
ried woman), less deductibl

-

emuneration::from:“re=

ing iessentially a person’s earnings

used sively for

_divided by, the total area ‘of - your

‘residence. B

The expenses that may be claimed

clude bond interest, electricity bills

ervants’ wages. The -room used

- for .must be used exclusively
for that purpose and must also -be
specifically equipped to enable you
to carry out your trade. If it doubles

elp cut the tax bill |

“ed, either.

-are’

wwwe<~a==mm.wo=ﬂm~ngm¢n Ew
deduction. R
Retrenchment Packages. 5
Should ﬂo:n services be terminat-
ecause your employer has
ceased to. operate or because of a
general retrenchment exercise, you
“ entitled* to. receive -the. first
R30 000 of your retrenchment pack=
age free of tax. This concession is of
retrospective ‘effect for individuals
1aid- off-on-or after. March.1,"1992.

_Should you have already submitted &
return or ‘béen assessed on any. re-

trenchment payment, you should ap-
proach your Receiver for an amend-
ment to your return or a revised
assessment. E J
> Rebates (Part 7).

" Various rebates are deductible

from the tax payable by you. Re-

member that if you are a widow of
widower or entitled to.a child xebate,
you are also regarded as a married

. person and-accordingly entitled to |-

the higher married person’s rebate.
- A man who is married during the

year is taxed as.a married person for ¢

the entire year. However, a woman

who married during the year has two .
.. tax periods and is treated as a single

taxpayer up to the time she marries
and asa married woman thereafter:
“:"Copies”of Pay:Less Tax may be
obtained at a ¢os R35,95 (includ--
ing VAT :and postage); from Fern-
wood Press, ‘Box 15344, Vlaeberg,
8000. Fax No: (021) 61-8574.




I

Another bleak

| L Thues CRusS] blblaz
month as more

IT WAS a black April for
retailers as food sales plum-
meted. :

ey
i jous effect on - :Palfe says Api e public
Some report a drop of as 3:&;::3 mon.a»seno‘f“ T <holidays and several trading days
;l}ltl:hmas HZO% in rand terms  May did not biing a release of ..-Were lost in sensitive locations. =~
r the Hani assassination. .  pent-up demand. Pick 'n Pay chair- ; d to cl
Although a f i - man Raymond Ackerman says sales - | f in turbulent areas had to close
, grovgthha;netvl:ecm :euem:)(} temained low at the b ‘;-w “qf - doors or face looting.

: d s Herbst says some of his
sales, volumes iny-  May, although they-Started  tol pick b o
ing the miserahi eeng of the st - P Jaler. - o b group's bottle stores were forced to
quarter. B Scant, retail demand is shOW DY _; ' paing says that even people in

OK Baza ing . director~ lower-than-ex ected ‘consumer:
Arthur Solomon g;r;ﬁ'}‘geg drop s price index and money-SUppy b
felt across the board — even bread "Mooy o - ST
: CP!I figures released’ on Frida
:3‘1 potatoes were seriously affect-  gyop an 11% inflation rate for Apn{
e e . Credit Guarantee economist Luke
This is in sharp contrast to an"  pojg says inflation was to .
expected retail sales increase of - e closer to 1% because of the 4%

1,83%. 1 T
Coi e sy 09 "7 A
confirms_the e. Rel les . s -
for the first three months of 1993 ~ .° - "Ta.ljget,, 3
increased year on year by a mere . ** After factoring out the impact

areas far from the violence were too
scared to go outdoors.

. He says lack of confidence is also
; a cause-of poor trade. -
“People stop shopping, even for

ik

:em of violence.”

e By y shops were unable to obtain
A normal trading month was

tgmed into half a month in terms of

tions of félling con-

0.37% in rand terms, - VAT, the underlying inflation rate is - :»Other impli
A Tiger Oats spokesman says:  closer t0 9%, showing consumers ' fidence are that people buy down or
“We have never had such a bad four  are not spending money. -+ fake smaller packs, .
months as those since January.” Mr Doig warns that VAT’s full "Mr Paine says: “There is less
However, Tiger says there are  impact wxﬁ be reflected in the May - hoarding of food because families
signs that manufacturing volumes inflation figures because many re- ' live from hand to mouth.
are recovering. tailers did not increase. prices im- "/ “Instead of a huge monthly shop,
People did not even try to drown  -mediately. . people are using baskets and buying
their miseries in aleohol. . Year-on-year money-supply goods as they need them.”

‘Western Province Cellars finan-  growth rate was 3,35% in April, way Retailers ‘also report declining
ciat director Kosie Herbst says sales below the Reserve Bank's target . customer logea{ty. Customers shop
were 45% below budget and 3% off  range of 6% to 9%. It shows a dras- ~ where they believe bargains are to
- April’s in rand terms. X tic decline in consumer demand for  be had.

Beer sales were also depressed, credit. | R .. ..~ .Consumers benefit because retail-
says an SA Breweries spokesman. Retailers blame the aftermath of  ers are using discounts to gain a
But the 1991 increase in excise du- - the Hani assassination as well as the  greater share of a shrinking market.

¥

““ghops that were on march routes -

basic foods, as soon as there are |
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Slipping the ruiche@

Official inflation in April was 11%, with a
month-on-month increase in consumer prices
of 2,5%. Excluding Vat, year-on-year infla-
tion for April was 9%; the month-on-month
increase was 0,6%.

Though the four-percentage-point in-
crease in Vat pushed overall inflation back
into double digits, consumers of food benefit-
ted from the zero rating of many items. Food
inflation over 12 months fell to 8,5%. Prices
in the month declined 0,4%.

Many consumers feared food retailers,
who move quickly to pass on extra costs,
would fail to pass on the benefit of food zero
rating.

But fears turned out to be largely ground-
less. There were declines in the month in
milk, cheese & eggs (2,7%), fruit & nuts
(9,4%) and vegetables (6,3%), all of which
are heavily weighted with zero-rated items.

ECONOMY & FINANCE

These of fset rises in items not exempt such as
meat (2,4%), fish & other seafood (3,7%),
sugar (4%), and coffee, tea & cocoa (4,6%).

Retailers have experienced poor turnover
in recent months — and increased consumer
vigilance. And they face stiff competition not
only from one another but from the informal
sector, much of which is involved in the sale
of nondurable items.

Retailer wariness of losing market share
or further turnover might have accounted for
the lower-than-expected increase in overail
inflation (many thought it would go as high
as 12%).

Retailers of many items have either decid-
ed to absorb the extra costs of Vat or post-
poned increases until they saw where sales
volumes went in April.

Says Nedcor chief economist Edward Os-
born: “As noted by Central Statistical Ser-
vice, the full effect of the 14% rate of Vat has
not come through for a number of reasons,
notably the dispensation on durable goods
bought before April 7 and delivered by April
24 as well as the 10% on sales of vehicles,
maintained by many in the motor trade. The
full impact of the Budget will only be felt on
prices through the course of April and May.
The euphoric expectation of a cut in Bank
rate is therefore premature.”

He argues that the increases should not be

- underestimated: “If one strips out mortgage

interest payments, which are not subject to
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the Budget pushed up the running cost com-
ponent of the transport index by 1,3%
month-on-month or a 12-month 15,8%. W

Vaf attack

Effect of Vat on inflation

Vat, one gets an underlying year-on-year
rate of 13,7%, from March’s 12,2%. If one
also excludes the seasonal items, such as
meat and fresh food, the rate jumped from
12,9% to 15%.”




DU TOIT ON TAX

v 1lefa

STC: A tax calumity

G2

Pierre du Toit is senior
tox pariner, Arthur
Andersen & Associntes

At the best of times, new legislation is tricky.
When that legislation involves imaginative
concepts like the new Secondary Tax on
Companies (STC), the draftsman’s task be-
comes daunting, When the creators deem it
fit for that legislation to be operative before
it has even reached the statute books, his task
becomes desperate.

It is not uncommon for a specific anti-
avoidance measure to be announced and
made effective from the date of the an-

nouncement — a sort of “read today’s news,

tomorrow, but watch your step meanwhile.”

The delay in publication of the STC legis-
lation is now however getting out of hand.
We are not dealing here with a small group
of tax avoiders on a specific issue, but with a
general measure, fundamentally changing
our corporate tax regime, and affecting
every company contemplating a dividend
declaration,

But it must be accepted that there are
problems. Some have been highlighted, such

which now pay STC on profits which had
already been subjected to the old, higher
corporate tax rate. (Of course, every com-
pany which needs to declare dividends from
retained earnings will have the same prob-
lem.) And there are debates about scrip
dividends, preference shares or whether a
dividend can be “paid” through a loan
account. ' .

Also, the nasty aspect.of retrospectiveness
has crept in: companies which had declared
but not paid their dividends before March 17
will suffer the tax despite having had no
warning of the consequences at the time they
made the declaration. .

This measure, excluding only public com-
panies which had made an announcement at
the time, is clearly aimed at the few who
might have been tempted to cook the books
as far as the dates of their dividend declara-
tion is concerned.

It is a sad day when we think so little of
our business community’s integrity (let alone
our own ability to enforce the law against
wrongdoers), that we have to subject the
honest majority to the ultimate fiscal inigui-
ty of retrospectiveness.

As if these “internal” problems are not
enough, there lurks also a difficult interna-
tional perspective. The STC, being a “de-
layed corporate tax,” is clearly not intended
to benefit from the treaty provisions restrict-
ing tax on dividends to nonresidents. Despite

as the impact on March year-end ¢ i

some ar to the contrary, there is little

doubt that the correct interpretation is in-
deed that treaty relief will not apply — this
may be a tax on dividends, but it is not a tax
directly ona resident of the other contracting

- state,

At the same time, as currently advertised,
it looks as if many of our treaties would
prevent our administration from collecting
STC on a dividend, declared by an external
company operating here as a branch, on its
SA profits. This result is not intended.

To complicate matters further, there is a
possibility that a foreign taxing authority
may contend that our STC is a tax on divi-
dends, and therefore should enjoy a treaty
rate reduction. If our authorities (correctly)
do not grant that reduction, the foreign au-
thority may deny their nationals foreign tax
credit relief to the extent of the perceived
treaty protection not granted. All of this —
including incurring a tax burden on legisla-
tion not yet published — is not calculated to
encourage foreign investment.

Just to top off the international dimension,
the delayed effect of the STC portion of the
corporate tax is going to cause all kinds of
foreign tax credit timing problems, as for
example in the case of UK shareholders.

The lesson from all this? Don’t tax in
advance of legislation. Don’t declare divi-
dends now if you can wait until there is at
least legislative language. And don’t let's
spoil a good idea with impossible demands on
a mortal draftsman.
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& [Government heads Tor Ra0bn ‘deticit shock™

'LATEST finance figures point to a 14% in April is only all ec- \-.a net outflow of R1,6-billion. There

Budget deficit exceeding R30-billion By CIARAN RYAN . ted in May figures. 7% "was a sharp jurip in net receipts
this year; nearly 9% of gross domes- - Total revenue for and May, - from the Goverhment stock issues
tic product. ' B ¥ . companies,” says ‘Nedcor Bank chief . including, customs and excise, was =~ — from Ro,5-billion for April, and
s * Government borrowing is sharply - economist Edward Osborn. " R10,5-billion, only 2,1% up on 1992} .May 1992 to Ri1,2-billion. .
up, suggesting a deterioration in the Tnland revenue for April and May . and nearly 30% short of budgét pro -7 «“Government stock and Treasury

debt trap. was 2,8% below. 1992 and 31% below - rata. The shortfall was distorted by  bill issues are disturbingly high for
: “fnland revenue figures for May _.Enmmmam—.o rata. The Government - the usual large payment to Customs - . April” says Mr Osborn. ;. * i-» .

are ' disappointing, s nmﬁmocuw'..,wgﬂ%gnmm for .inland revenue of -, Union ‘members in April.., CL Treasury bill iSsues .mbpped up’

.lower " retail. ;sales.. and, probably R765-billion for:the year: A total of. The Government {ssued-Treasury . liquidity -in A ril,. driving. the {

‘lower, company income tax with the:is- § % ills of RiZa-billion in_ April and™ ‘money-market shortage to R6,8:bil-
"May and nov&EdEm of Ria-billion; _ Yion in ApHL ¢ BN
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M MAIISLAAIID” lw ,
UNEXPECTEDLY low $ax collections in
April 4nd May have raised the prospect
that the'1993/94 Budget deficit may soar -
far beyond government’s target of R26bn.
Central Statistical Service (CSS) figures
released-at the weekend show tax collec-
tions for the first two months of the state’s
financial year came in at R5,3bn, less than
12% of the total budgeted for the year. |
" NedBank chief economist Edward Os-
born said the revenue figure was “disturb-
ingly low”. He and dther economists can-
vassed at the weekend warned the deficit -
could top R30bi. for the full year. &
L ACSS spokesman;said income froin in-
lanid revenue dropped 2,8% to R3gbn in
Apriland May fromthe same period in the-
previous financial yedr,-while excise in-
come rose 39,9% to R15bn. G .
Spending was on track at R8,9bn, i:&n‘fch

&:311,8% the uﬁl ﬁuﬂt.budse or .
'%Hisaid t so.fan.the eﬂcma;; (i1 gap

between government revente-and spend-
ing — before borrowing and debt repay-
ment, and excluding other statutory appro-
priations, amounted to 30% (about R7,8bn)

C1To Page 2 Lo

Deficit, | CETR2 T o g’
of the R26bn total v ear, . Hlige payment to t? iy
m(t)h; :Ommg:it:s still to-go, .. Southern African oCus?t‘m;.;e%s?;: %e:uk
0 the figures Indicated that-. greater” than last year’s R1.2bn. ¥ ?

Net revenue from excise for May, wh'i

the deficit could top R3]
the budgeted stlgl. o ared i

However, hé said this wa Aty
conclusion, since the're"tﬁ‘lvgffahagvgtabg:
teething problems “in,iinplementing’ the
new VAT rate and revised company tax
system, including the neg.secondat
on companies {STC). = {*3

Commenting on revenns; hé saidhet
toms income in April was low mﬁm

tax”

-was up by almost R500m, was not s

ing since there had been two incre::gs'gi
fuel Jevies since May last year. Inland
g::entlf's hfolrlltril‘),ution was disappointiify

n the higher VAT rate, whi
plgrmminted on March 7. w’-m?h v l?
' was indicative of the generall.

,_retail sales and could mdicgte ﬂnﬂ;}ﬁ
‘income tax revenues as a result of ]

. ghanges to compapy tax rules, Osborn said.
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Land ta3
structy
the fut
challenge

The Argus Cofrespondent
JOHANNESBURG. — The re-
distrribution of wealth and rural
land: reform programmes are
likely to have a dramatic im-
pact’.on’ tax- structures and
policies. '

" 80 I'says Professor Riel
Franzsen of the University of
Pret‘ioria’s ~department of
mercantile law, - -

He(‘ told delegates to the an-
nual! Property Owner’s Associ-
ation (Sapoa) convention that
property fax was the most im-
portant tax levied at local gov-
ernthent level. . L

1¢. was likely to account for
40 percent of local government
revenue and 3,7 percent of esti-
mated total revenue for 1993/4, .
he gaid, - -

l?ut property tax was cur-
rently levied only in “white”
citiés and towns.

There -was no tax on rural
land — land outside municipal
boundaries — although its pos-
sible introduction was being re-
searched and widely propagat-'
ed by some political groupings.

Low-cost housing on city out-
skirts, including townships and
squatter camps, was making
more and more demands on lo-
cal authorities in terms of land
provision, lengthy service con-
nections and huge hills for
sprawling areas difficult to
clean and maintain. oo

The question now was how
local authorities eould broaden
their’ tax bases to include the
inhabitants of informal town-
ships or squatter settlements.

“And to what extent can the
présent property tax base be
extended to finance mergers o
white and black areas, and to
upgrade Publicvservices in the
latter?” asked Professor
Franzsen. - : |

Thorough research was need-
ed on local government finance
issues and should include the
possible introduction of further-
user charges, betterment levies
and a rural land tax.




Tax education plan for informal sector

PRETORIA Inland Revenue of-
fices are fo spend R3m this year on
educating;informal sector workers.
and entrepreneurs to have a more
responsible aititude towards income
tax and VAT, says a senior Fmance
Department official,

DP Finance spokesman Brian Goo-
dall estimated that more than R2bn
was slipping through the tax net be-
cause of the difficulties in collecting
from the informal sector — especial-
Iy from taxi operators, spaza shop
owners and street hawkers.

The taxi industry had developed

| GERALD REILLY i

into a huge enterprise and the pum-
bers involved in spaza shop trading
and in street hawking were growmg

The recession-driven growth of the
informal sector had led to a situation

where government revenue joss
could be sxgmhcant(

A Revenue Department. spokw .

man said the depariment had been

grappling with the problem for some '
time. Receivers weretrying to get a

maximum of informal sector work- .

. ers on fo the tax register.

.+ 'They would be supported i their
" efforts by the R3m education cam-
paign to be run on TV, radxo and
through the media,

'On VAT collections from the ‘infor-
mal sector, the spokesman said rev-
enue had to exceed R150 000 a year

“before an operator became lisble for

.of people. J

_ However, he poidtell out that VAT
was included on all their purchases,

.80 they were making some contribu-
. tions to the fiscus, vt

“. VAT which excludg, a Jarea number

-



By Meg Wilson

CAPE TOWN The red:strlbu-
tion of wealth and rural land re-
form programmes are-likely to
have a dramatic impact on tax
| structures and polxcul

So says Professor Riel Franz-
sen of the University of Pretoria’s
department of mercanile law.

He told delegates to.the an-
nual Property Ownér’s Associa-
tion (Sapoa) convention last Fri-
day that property tax was the
most ‘important tax laled ¢

local government level.

It was likely to accbunt for
40 percent of local government
revenue and 3,7 percent of esti-
mated total revenue for 1993/4,

However, property tax was
currently levied only, in “white”
cities and towns.

There was no tax on land
~— land outside municipal boun-
daries — although its possible in-
troduction was being mearched

and widely propagated’
politi groupm g ’ .
utskn‘ts .

w-cost housmg on city out-
skirts, including townships: and
squatter camps,.was: making
more and more demands on local
authorities in terms of land provi-
sion, lengthy service connections
and huge bills for sprawling areas
difficult to clean and maintain.

The question was how local
authorities could broaden their
tax bases to include the inhabi-
tants of informal townships or
squatter settlements when' their
inhabitants have few occupation-
al rights and are often mobile:.

“And to what extent can.the
present. property tax base be ex-
tended to finance mergers of
white and black areas and up- :
grade public services?” R

Thorough research was need-
ed on local government finance
issues and should include the pos-
sible introduction of further user
. charges, betterment levies, a
rural land tax™and"cther,.new
land-related taxes at local or re-
gional level. " .

It would -also include the pos
sible extension of municipal boun-
daries to include all areas-cur-

rently outside them. .
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| CAPE TOWN
“‘owing large sums t
1| of Revenue will be,

1 which is due:to
“April 1 next: yeal
i 'The Bill;tabled
i yday;':Sﬁplﬂates= that payments b;
taxpayers be: used firstly. o -offse
,,_p‘enalt mounts'owing d secondl

‘Frank noted that another impo

tant, unannounced amendmentwould .|

prohibit- the payment by a
P!

“ttie .capital. {,As. interes
, icould‘.’not'ea\m.interest’,i the payment
‘,”}of‘fthe‘,h}ll ‘capital arount-meant tII:Q a5
i on the -

ring large medical
pénses:wolld; from September 1this,
. ‘year, be'subject t61% stamp duty.
i Frank said stamp duties were paid
icies. while short-term in-




changes. to liquid asset and cash reserve

requirements. “We are hoping for reason- i

&

2 E A r. |
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f

with the Reserve Bank raised the cost of bolding reserves.’
hey can convince the Bank .. The Reserve Bank confirmed that dis-
‘few rules, . “u .+ " cusslons were hklng:hu. uty Bank
, Which increase expensive * Governor Chris. do ardt said that any
cash resigye requirements, are bad news  bank.with a problem 1 meeting 'the re-
for the smaller trading banks such as Rand &!Tenu could uppl&i?ﬂn Registrar of
Merchant” Bank, Prima Bank, or exemption, {he Bank had not
Investment Bank and Investec. éﬁﬁ given a -blanket e and. cases
Merchant Bankers' Association (MBA) ' ‘would be considered individully. He add-
chairman Stephen Koseff, of Investec, con-  -ed the m?{gnlnmmwbemz
firmed yesterday that a subcommittes of ‘in over 13 months and that banks
the MBA and General Bankers' Associ-  would havethie op change their

ation ‘was talking to the Bank on the  way

of doing business, T
uerdunt‘ ald

able progress in terms of a me for: ¥
" calculating the requirements.” o)
Banks are required to hold cash-and ‘:iradical

liquid assets in"reserve against their li-
abilities to the public, Recent changes to
calculated

the way in which liabilities are

Trading b u :
abalance gy ostly resery

Bankers il

Banks~ iRy Telbkr ..

ly €3 against ;< : :
risk - In the longer run, the possibility existeq

o
. érations would

;'m e "+: O From Pa e 1
e other

::‘l:. ::ww%sﬂtﬁ ;&d uy‘t;te tr‘:
reived formal notice of a modification,

‘De Swardt said, howsyer,




voidance  scher ing.a’
esponse: from  government, .-t
" Inland - Revente’s-chief - director; tax
“policydevelopment Trevor van Heerden
‘said 'yesterday:various schemes could re-
ffers. These: were for

Meiklejohn
gislal s broad
ttlement of scliemes

3 be‘allow
investment for {ax
tively ending ‘a R2bn, sev
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med blast’

m.g.Bm-. Onmaoow security aware of a meeting held by a .—HV
Jpolice commander Colonel . Brigadier H_wivnmng in Feb- HHOAH @ H—H‘
Eriec Winter told the inquest ruary 1985 in which “firmer

9952@ on a bnmmm Tepor
which Mr Hani had allegedly
told the Goniwe inquest yes-'. 5

terday that murdered ANC - -yesterday he had been trans- methods” were proposed to TAX rates will not be re-
leader Mr Chris Hani had «ferred in 1985 from the SAP’s  deal with the country’s “re- duced until government
claimed ANC responsibility:~ Koevoet :Ea to Craddock at - volutionary” climate. ' dissaving is eliminated,

N — .
m PORT ELIZABETH. --'The
[ South African police counsel
—

M

There was a gasp from the | Finance Minister Mr
public gallery when he con- | Derek Keys told Parlia-
firmed with Mr George Bizos, | ment in an appeal for fis-
SC, for the families of the mur- | cal discipline and im-
:dered four, that he was now a-| proved productivity.
member of the lgeal Peace | ~Closing the debate on
ommittee; having been ap- his R104-billion:budget.
pointed by the District Com- | on Wednesday, which
missioner of the SAP for his | was passed, Mr Keys
‘“negotiating abilities”. The | said it was close to time
nquest ' continues 3@3,.. for multi-party -agree-

st r said he w; Sapa-Reuter ment on a final pro-
* ? D\.JﬂmLAmv .

@?.@mm@%

for the 1989 murder. of police-
men who might have had in-
formation about the killing of
. Mr Matthew Goniwe and three:
LENS other mi#moco—..::wi wnn
V- ists in 1985. .. :
Police lawyer Mr Pieter du
Bruyn, SC, handed into the in-
- quest ‘court an affidavit from’
= National Intelligerice Service
(NIS) deputy director-generatl
Mr David George | Grewar, H
said it s.o_.E neamn.im nrm u::

sion into police “death squad”
allegations by former security
policemen Mr, Dirk Coetzee
“and * Almoni Za?i&m pin-,

Major Deon 255.3:@ “had
received -death';thi his

spending as one of five
Prix meeting in Budapest earlier this ' ule, she should he running times of domestic product in 1853

m.n.:ﬁ:a:n.

Em:mﬁmnwmrwnunm.

duction in government

areas of restructuring

needed to pull South

N Africa out of recession

Staff Hbuo-.no-. “for the results of tests done on her by a and promote growth.
SPRINGBOK Olympic’ runner N=~w top nutrition professor in P.:-ﬂo? He pointed out that
Pieterse withdrew from :the Grand . «pocording to .her training_sched- WMMN&M—%%MWMWWMW%VMM
wee

uno-wnm_dnw wahwmﬂemhw-eﬂnhmﬂeﬂ umi rmn about 8:54,00 ... X told her not to get to 21% now.

g too despondent and we will discuss the - . ; “There is no way in

mumn_num from Johannesburg; : Mr  matter further when she returns to. i which we can run cur-

-.2...:»5?32.3.5_.u._sans.we.;r?.:au.im:unnwss_s_.ﬁru.. : rent expenditure on the

H:unwlwuoanmw_meﬂnraaw%.wennwnHouainow,u aiaun oerES-mEum mH ‘ oo::ﬁ.w.mmwi—-mmw:m

,2&55»’ mroio.-n._e» :.wo ,UE._“A -oﬁm:mxnmnmm,:rmmwa.

- < “Zola is still very unhappy abouther Enem:o said the results of the tests — Sapa-Reuter B

—e As *m_. as I'm no:nm_.:mn no | 3 000m time of 8:59,97 clocked in'Rome - would: be. made known éarly next . OUT OF RACE ... @ Keys scoffs at deficit
noose is good noose. last week. She told me she was. waiting week. i - i Zola Pieterse estimate — Page 11
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TAX ON SHARE SALE
Hobson's choice F‘{Q\h\%'

Taxpayers tace yet another pitfall relating to
the safe-haven rule. This protects a taxpayer
against the risk of having tax imposed on
gains on quoted shares if they are held for a
minimum period, The latest problem arises
out of the reduction of the period needed to
achieve safe-haven status from 10 years to
five.

It may suit a taxpayer 1o be treated as a
share dealer over one period and to take
advantage of safe haven over another period.
Suppose shares held for more than 10 years
were standing at a profit, while shares heid
for more than five but fewer than 10 were
standing at a loss. A taxpayer in this positio