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 Dear investor, 

The last tax year saw the largest shortfall in tax revenue compared to budgeted figures since the 2009/10 
tax year. This is due to shortfalls in three main areas, being personal income tax, VAT and custom duties. 
The total deficit was 3.4% of GDP. 
 
The general decline in employee remuneration levels resulted in a reduction in personal income tax 
collection. This is largely attributed to the local and international economic climate. There has been a 
decline in import VAT and a higher than expected claim for VAT refunds, which reduced the net revenue 
from VAT.  
 
As a result, various steps are taken to increase tax revenue by R28bn for this coming 2017/18 tax year. 
Proposals will be put forward next year to achieve a further increase of R15bn during the 2018/19 tax year. 
 

Tax Proposals: 
 

Personal Income Tax 
A new top personal income tax bracket is being introduced for taxpayers earning taxable income in excess 
of R1 500 000 per annum. The marginal tax rate in this bracket will be 45%.  
Slight changes are made to counter the effects of inflation in the lower income tax brackets. 
 
 The rebates are slightly increased:  
- Primary rebate is increased from R13 500 to R13 635;  
- Secondary rebate is increased from R7 407 to R7 479,  
- Tertiary rebate is increased from R2 466 to R2 493.  
 
The effect of the above is an increase in the tax thresholds as follows:  
Under 65 - R75 750  
65 to 75 - R117 300  
Over 75 - R131 150 
 
 
 
 
 
 

 



 
 
The impact of the changes to the tax brackets are as follows: 
 

 
 
Impact on capital gains tax (CGT) for natural persons  
The introduction of the higher top tax bracket results in the maximum effective CGT rate increasing from 
16.4% to 18%.  
 
Tax rate for trusts  
The tax rate applicable to trusts, other than special trusts, is increased from 41% to 45%.  
As a result, the effective CGT rate applicable to trusts will increase from 32.8% to 36%.  
 
Tax rate for businesses  
The company tax rate remains unchanged at 28%. There was no adjustment to the turnover tax table 
applicable to micro businesses. A slight adjustment is made to the tax table applicable to small business 
corporations. 
 
Medical tax credits  
The tax credits will be increased for the first two beneficiaries from R286 to R303 per month and for the 
remaining beneficiaries from R192 to R204 per month.  
 
Tax-free savings allowance  
The annual allowance for natural persons in respect of tax free savings accounts is increased from R30 000 
to R33 000.  
 
Dividend withholding tax (DWT)  
DWT is being increased from 15% to 20%, effective 22 February 2017.  
The exemption applicable to foreign dividends will also be adjusted with effect from 1 March 2017. The 
adjustment will be made to result in an income tax liability that is in line with the increased DWT rate. 
 
Withholding tax on immovable property sales by non-residents  
When a non-resident sells immovable property a withholding tax applies. Due to the increase in the 
maximum effective CGT rate due to the introduction of the new top tax bracket, the withholding tax is 
increased as follow:  
- Natural persons from 5% to 7.5%  
- Companies from 7.5% to 10%  
- Trusts from 10% to 15%.  
 
Transfer duty adjustment  
To provide some relief to middle income taxpayers, the threshold for transfer duty has been increased 
from R750 000 to R900 000. Therefore the purchase of properties valued below R900 000 will not result in 
any transfer duties being payable.  
This is effective 1 March 2017. 
 
Fuel levy  
The general fuel levy will increase by 30c per liter and the RAF fuel levy by 9c per liter. This is effective from 
5 April 2017.  
 
There is a proposal to expand the VAT base in future and one area is to remove zero-rating on fuel. This 
proposal will be expanded on in the 2018 Budget.  



Tax on sugary beverages  
This tax will be implemented as soon as the legislation is approved by Parliament and signed into law. The 
proposed tax rate is 2.1c per gram of sugar content in excess of 4g/100ml. 
 
Excise duties  
As always there is an increase in ‘sin taxes’. In general the increase on the most common goods is as 
follows:  
- Cigarettes by R1.06 per pack of 20’  
- Malt beer by 12c per 340ml,  
- Wine between 23c and 26c per bottle,  
- Sparkling wine by 70c per bottle.  
 

Additional proposed tax amendments  
 
Foreign employment income exemption  
It is proposed that the current income tax exemption applicable to taxpayers working abroad for more 
than 183 days per year be restricted to only apply if the income earned abroad was subject to tax in that 
foreign country.  
 
This is to prevent situations where the income earned abroad is not being taxed in that foreign jurisdiction 
whilst also qualifying for the foreign employment income exemption in SA, thereby resulting in the income 
being totally tax-free. 
 
Refining anti-avoidance measures to prevent tax avoidance through the use of trusts  
The Taxation Laws Amendment Act of 2016 introduced section 7C. This section introduced a deemed 
donation in respect of the interest foregone where interest-free or low interest loans are used to fund a 
trust. Certain requirements exist and certain exclusions apply. This section is effective 1 March 2017.  
 
As a result of its introduction some taxpayers have already attempted to circumvent its application by 
moving the loan structures to companies that are owned by trusts. To counter this abuse, it is proposed 
that the scope of the anti-avoidance measures be extended to cover such schemes.  
 
It is also proposed to review the trusts excluded from the anti-avoidance provisions of section 7C as it is 
intended to focus on trusts used for estate planning purposes. Therefore the list of excluded trusts can be 
extended. Examples referred to in the Budget documents are certain trading trusts and employee share 
scheme trusts. 
 

Retirement reform 
 
Preservation of benefits post retirement  
At the moment, if a member elects to retire from a fund, there is no provision for the transfer of a 
retirement lump sum benefit from one retirement fund to another.  
 
It is proposed that transfers of retirement interests be allowed from a retirement fund to a retirement 
annuity fund, subject to fund rules. This is to allow that member to preserve a portion of the retirement 
benefit to be accessed at a later stage. 
 

Important Note  
 
Unless otherwise stated, all amendments to tax rates will be effective 1 March 2017.  
Proposals (specifically those without implementation dates) are only proposals until it is legislated and only 
then can correct and appropriate advice be given to clients. Do not base any advice on proposals before 
the finer detail has been legislated. In many cases proposals remain just that, proposals. 
 
 
 
 



 

Regards, 

 

The Vista Wealth Management Team 
Magnus de Wet | 082 894 8654 | magnus@vistawealth.co.za 
Rupert Giessing | 082 411 8887 | rupert@vistawealth.co.za 
info@vistawealth.co.za 
www.vistawealth.co.za 

 

   
 

 

 

 

 

 A representative under supervision of Accredinet Financial Solutions, an authorised Financial Services Provider, Licence No. 8933 

 
 

 

   

 

 

 
Disclaimer:  
The views and/or opinions expressed in this article have been prepared as a primary source of information and are not a recommendation for the conclusion of a 
transaction. This article has been prepared for general information and not having regard to any particular person’s financial planning, tax planning, investment needs 
and objectives. No representation is given, warranty made or responsibility taken as to the accuracy, timeliness or completeness of any information contained in this 
article and Vista Wealth Management will not be liable in contract or in delict or otherwise for any loss or damage arising as result of the reader relying on any such 
information (except in so far as any statutory liability cannot be excluded 
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