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Every year the volume of tax amendments is almost overwhelming. Even though we have not recently had substantial changes in tax policy such as we had in 2001, with the introduction of a residence-based tax system and capital gains tax, we still see hundreds of pages of amendments coming through every year. 2007 was no different in this regard and, based on the 2008 Budget proposals it seems that this trend will continue in the ensuing year.

Some of the changes we have seen during the course of 2007 are the amendments to STC and what constitutes a dividend, a new deemed capital provision on the sale of shares, a new method of taxing retirement and death lump sum benefits from funds, changes to some of the fringe benefits provisions and revised capital gains tax provisions for capital distributions and extraordinary dividends.

In addition, the provision requiring a withholding tax on disposals of property by non-residents, which was promulgated in 2004, became effective from 1 September 2007, effectively presenting us with another amendment to digest.

What will we be faced with in 2008?

The 2008 Budget proposals indicate that we will see more changes to the STC provisions before STC is finally withdrawn in 2009 and replaced by a withholding tax on dividends. Once the new withholding tax system kicks in, the liability for tax on dividends will fall on the shareholder and no longer on the company making the distribution. This will mean that the effective tax rate on companies will fall. Furthermore, the headline tax rate for companies will drop by 1%.

The downside of all this good news for companies is that a new type of entity will be created, called a closely held passive investment company, which will have to pay tax at a whopping 40% (plus tax on dividends)!

There is some good news for small businesses, with the announcement that the compulsory VAT registration threshold will increase from R300 000 to R1 million. This amendment will tie in with a new presumptive turnover-tax on small businesses with turnover up to R1 million per year. The overall effect is that these very small businesses will not have to register as vendors and will not be required to complete complicated tax returns each year. They will simply calculate their tax according to turnover, which should substantially reduce their compliance costs.

To stimulate the provision of finance to small businesses, a generous tax allowance for venture capitalists is proposed.

Another focus of the 2008 Budget is on tax proposals that will assist in promoting with skills development and rolling out low-income housing. In this regard, the learnership allowances are to be extended, the exemption for bursaries granted to relatives of employees is to be extended and there will be tax relief for employer-provided low-cost housing.

All of these changes will certainly keep accountants, lawyers and tax advisors busy!
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