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3 March 2015
Email:  
SAIPA’S COMMENT ON THE 
 Fiscal Framework and Revenue Proposals

Submissions and Hearings
The South African Institute of Professional Accountants (SAIPA) would like to thank National Treasury for the opportunity to provide comments on the fiscal framework and the revenue proposals 2015/16. Our board member Mr Hashiem Salie will present our submission on Wednesday 5 March 2015. We trust that our submission will receive your favourable consideration.

SAIPA is one of the leading accountancy institutes representing qualified professional accountants in practice, industry, commerce, government, academia and the public sector.  The Institute’s focus is on the advancement of Professional Accountants in South Africa to assist in meeting the changing needs of the accountancy profession in all facets of business and finance.  Through innovative services and solutions, SAIPA responds effectively to emerging trends and positively impacts on our economy.

Should you require any further information or wish to discuss our comments in more detail, the writer can be contacted on:

082 0643453 or (011) 207 7873, or fngwenya@saipa.co.za
Kind regards,
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Faith Ngwenya

Technical Executive
Submission to Standing Committee on Finance – Public hearings Wednesday 5 March 2015. 

1) Increase tax rate for individual

The need to increase government revenues is well understood. The critical factor is the source of revenue selected to provide the much needed additional revenue to fund state expenditure. The tax rate for personal income was identified as the key source for the provision of this additional revenue. The tax rate for individual has increased.

The revised estimate for the national year-ending March 2015 informs us that R979 billion was collected by government. Government intends collecting an additional R16.8 billion by the year ending March 2016 – the next financial year (page 11 of the Budget Review). But government collected R260 billion from VAT alone in the financial year ending March 2015. 

A one percent increasein VAT would provide, at least, 50% of the required additional revenue. An increase in the VAT rate would be easy to administer and would require very minimum legislative adjustment.    The feasibility of this option was sadly neglected.    

2) Administrative requirement for turnover tax 

The new generous tax rates for micro businesses are noted. But if government is serious about encouraging taxpayers to register for this type of tax relief, the factors prohibiting an increase in registering for this tax must be taken into account.

· The annual turnover thresholds must be increased from R1 million to R2 million rand. 

· Micro businesses are permitted to register for VAT on a voluntary basis but have to account for output tax and input tax on an accrual basis. This accrual basis erodes the liquidity position of micro businesses. Micro businesses should be able to account for output tax on a payment basis. Input tax could remain on an accrual basis.

· Micro businesses that owned properties used for enterprise purposes usually register the properties in the name of other entities. Micro businesses have been advised to do so by financial advisors. 

· Additional facilities required to

i)  accommodate micro business at a  lower profit margins,

ii)  reduced VAT compliance burden for micro businesses -  currently micro businesses  still requires 6 monthly returns, proper accounting records and bi-monthly returns when registered for VAT, and if the business is a registered close corporation or company, the Close Corporations Act and Companies Act prescribes requirements for annual financial statements and proper accounting records.

iii) Increase the tax free turnover threshold from the current R335 000 to approximately R600 000. This will benefit the very Micro entities that find the legislative requirement a huge burden to comply with, thus leading to very slow growth in these entities.

· This type of tax excludes a personal service provider. Personal service providers are a major source of employment creation and more importantly, are a major source skills transfer.  

· Personal service providers have an exit provision for service providers employing 3 or more unconnected staff members, however the Turnover Tax on Micro entities has not considered this exit, all service providers are excluded. This is a big omission as a big percentage of Micro entities are service oriented in the form of Accountants, Engineers, Architects etc.  Similar personal service exit provision must be made to micro businesses.

3) Small Business Corporation Tax

· Not much has come out of the 2015/16 on SBC taxation. This bodes the question of what is the Department’s medium term view on this tax. 

· Whilst the SBC tax regime is welcome by the limited number of Small entities that apply it there is a need for the review of the exclusions on the definition of the SBC,

4) Proposed removal of S6 Quin. The protection provided by S6quin on allowing the deduction on the tax not considered by the countries that have chosen not to abide by the Double Taxation treaties like Mozambique, is regrettably. The downside of the removal of this section will be a reduction in exports to these countries which will negatively impact the country’s GDP.

5) Base Erosion and Profit shifting provisions

The concerns in the proposal by the Davies Committee are acknowledged, however it is imperative that consideration is given to the legitimate transactions resulting in interest payments to entities outside the country, that such are not seen as profit shifting particularly when the one considers funding arrangements entered with the previously disadvantaged individuals in the country.

6) Vat  - Administration

Restoration of four-monthly tax period – Category F.  Applies to small businesses. The taxation Laws amendment Act assent to in December 2014 have removed this Vat period.

Vat submission period – July, November  & March.

SARS reasons for removing this Vat tax period is that it has been under subscribed. 

Accountants should undertake the responsibility to promote this VAT registration- beneficial to small businesses. 

7) Davis Tax Committee

The budget proposal on small business does not incorporate the sentiments of the Davis Tax Committee.

8) Fuel taxes

The proposed increase in fuel taxes is steep. This increase in fuel price is domestically generated. The fuel tax did not consider today’s increase in fuel price and impending future increases in the fuel price – both of these increases are internationally generated increases in the fuel prices. Therefore, the net increase in fuel tax is much more than 8.5 cents per litre – this increase adversely affect the low-income earners more than any other income groups. 

End of submission
