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2009 Budget and Tax Update

Every year we see a huge volume of tax amendments and this was certainly the case again in 2008, with more than 200 pages of complicated amendments being passed by Parliament. 

Some of the changes we have seen during the course of 2008 include: amendments to STC and what constitutes a dividend; new tax tables, rebates and exemptions; an increase in the VAT threshold; a new turnover tax on micro businesses; new tax incentives for housing; a new tax allowances for investments in “venture capital companies; various changes to payroll deductions and fringe benefits; and a new method of taxing withdrawal benefits from retirement funds.
What will we be faced with in 2009?

The 2009 Budget Speech was presented by Finance Minister Trevor Manuel on 11 February 2009. The main focus of the Budget was on tax relief for individuals, with savings of R13,6 billion on offer. The notes to the Budget also noted a number of aspects in the tax legislation that will be amended in the next year. The most notable of these changes will be the shift from STC to a withholding tax on dividends, which is expected to be introduced in 2010.

The tax amendments flowing from 2008 Budget proposals include the usual changes to tax rates, rebates and exemptions. There will also be changes to the STC provisions and the definition of a dividend ahead of the introduction of the withholding and some ‘tidying up’ of existing amendments, including the deductions allowed against travel allowances and the daily rates for subsistence allowances. 
Another focus of the 2008 Budget, which is in line with international fiscal trends, is on environmental taxes. We will see an increase in the plastic bag levy from 3c to 4c per bag and the introduction of a tax on incandescent light bulbs of R3 per bulb. The method of taxing new luxury vehicles will be changed to incorporate a tax on carbon emissions. Some bad news for travellers is that the international air passenger departure tax will increase on 1 October 2009. 
In line with the annual tradition, sin taxes have been increased. Smokers are paying 88c more on a packet of cigarettes, beer drinkers are paying 7c more for a can of beer and wine drinkers are paying 32c more per litre of fortified wine.
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