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Introduction 
In his fifth and final national budget speech under the current administration of President Jacob Zuma, 
Finance Minister Pravin Gordhan began by quoting late President Nelson Mandela - “the purpose of 
freedom is to create it for others”. He continued to say that this budget intends to lay down the 
foundation for structural reforms to be implemented by the next government. He believes it sets out the 
resource plan to emphasise the implementation of the National Development Plan and as a result, the 
budget focuses on creating rapid growth, jobs and development. 
 
The relevant tax proposals contained in the budget can be summarised as follows: 
• Personal income tax relief of R9,3 billion (up from R7 billion last year). 
• Adjustments to the tax tables relating to retirement lump sum payments. 
• Measures to encourage small enterprise development. 
• Clarity on the valuation of company cars for fringe benefits tax purposes. 
• Reforms to the tax treatment of long-term insurers’ risk business. 
 

Income tax rates and rebates for individuals and special trusts 
for the year ending 28 February 2015 
 
Once again, most of the relief for taxpayers has been allocated to those who fall into the lower income 
brackets. 
 

Taxable income (R) Rates of tax 

0 – 174 550 18% of each R1 

174 551 – 272 700 R 31 419 + 25% of the amount above R174 550 

272 701 – 377 450 R 55 957  + 30% of the amount above R272 700 

377 451– 528 000 R 87 382 + 35% of the amount above R377 450 

528 001– 673 100 R 140 074 + 38% of the amount above R528 000 

673 101 and above R 195 212 + 40% of the amount above R673 100 

 
The primary, secondary and tertiary rebates have been increased, mainly to cater for the effects of 
inflation.  
 
Rebates 
Primary R 12 726 

Secondary (age 65 and older) R 7 110 

Tertiary (age 75 and older) R 2 367 
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Tax threshold  
Below age 65 R 70 700 

Age 65 to below 75 R 110 200 

Age 75 and over R 123 350 

 
Income tax rates for trusts other than special trusts 
 
Income is taxed at a flat rate of 40%. This rate remains unchanged from the previous year of 
assessment.  
 

Change in taxation of trusts 
 
After the proposals made in last year’s Budget Speech, which caused a lot of speculation, no further 
announcements or proposals were made in the 2014/15 budget. 
 

Income tax rates for companies with a financial year ending 
between 1 April 2014 and 31 March 2015 
 
Income is taxed at a flat rate of 28%. This rate remains unchanged from the previous year of 
assessment. 
 
Small business corporations  
R 0 – R 70 700 0% 

R 70 701 – R 365 000 7% of amount above R 70 700 

R 365 001 and R 550 000 R 20 601 + 21% of amount above R 365 000 

Above R 550 001 R 59 451 + 28% of amount above R 550 000 

 
Micro businesses  
The table below is only applicable to micro businesses that register themselves as such and is 
applicable to companies, close corporations and sole proprietors. 
 

R 0 – R 150 000 0% 

R 150 001 – R 300 000 1% of amount above R 150 000 

R 300 001 – R 500 000 R 1 500 + 2% of the amount above R 300 000 

R 500 001 – R 750 000 R 5 500 + 4% of amount above R 500 000 

R 750 001 and above R 15 500 + 6% of amount above R 750 000 



 

Legal update: February 2014 / 4 

 

Dividends Tax 
 
Dividends tax is a final tax at a rate of 15% on dividends paid by resident companies and by non-
resident companies in respect of shares listed on the Johannesburg Stock Exchange (JSE).  
 
Dividends are tax exempt if the beneficial owner of the dividend is a South African company, 
retirement fund or other exempt person. Non-resident beneficial owners of dividends may benefit from 
reduced tax rates in limited circumstances. 
 

Interest exemptions for individuals 
 
Domestic interest exemptions 
Individual’s domestic interest exemption remains at R23 800 for persons under the age 65. For 
persons over the age of 65, the exemption remains at R34 500 per annum. 
 
Interest is exempt where it is earned by non-residents who are physically absent from South Africa for 
at least 182 days during the 12-month period before the interest accrues or is received and who were 
not doing business in South Africa through a fixed place of business during that 12-month period. 
From 1 January 2015, the debt from which the interest arises must not be effectively connected to a 
fixed place of business in South Africa. 
 

Deductions for individuals 
 
Travelling allowance 
The use of a log book is compulsory to claim travel expenses for business purposes. The new table for 
the deduction of business travel where no records of actual costs are kept is as follows:   
 

Value of the vehicle 
(including VAT) (R) 

Fixed cost  
(R/pa) 

Fuel cost  
(c/km) 

Maintenance cost 
(c/km) 

0 - 80 000 25 946 92.3 27.6 

80 001 - 160 000 46 203 103.1 34.6 

160 001 - 240 000 66 530 112.0 38.1 

240 001 - 320 000 84 351 120.5 41.6 

320 001 - 400 000 102 233 128.9 48.8 

400 001 - 480 000 120 997 147.9 57.3 

480 001 - 560 000 139 760 152.9 71.3 

exceeding 560 000 139 760 152.9 71.3 

 
80% of the travelling allowance must be included for the purposes of calculating PAYE. If the employer 
is satisfied that at least 80% of the vehicle use will be for business purposes, the amount to be 
included for PAYE can be reduced to 20%. 



 

Legal update: February 2014 / 5 

 

No fuel cost may be claimed if the employee has not borne the full cost of fuel used in the vehicle. No 
maintenance cost may be claimed if the employee has not borne the full cost of maintaining the 
vehicle (e.g. if the vehicle is subject to a maintenance plan). 
 
The fixed cost must be reduced on a pro-rata basis if the vehicle is used for business purposes for less 
than a full year. 
 
The actual distance travelled during a tax year and the distance travelled for business purposes 
substantiated with a log book are used to determine the costs, which may be claimed against a 
travelling allowance. 
 
Medical tax credits 
The medical aid tax credits will be increased from R242 to R257 per month for the first two 
beneficiaries and from R162 to R172 per month for each additional beneficiary on the medical scheme 
for the new tax year.  
 
An individual who is 65 and older, or has a spouse or child with a disability, qualifies for a medical 
expense credit equal to the aggregate of: 
• 33.3% of the amount by which their contributions exceeds 3 times their tax credit (for 

contributions), plus 
• 33.3% of their out of pocket expenses.   

Individuals younger than 65 qualifies for a medical expense credit of 25% of an amount to the 
aggregate of: 
• The amount by which their contribution exceeds 4 times their tax credit, plus 
• Their out of pocket expenses equal to qualifying medical expenses that exceeds 7.5% of their 

taxable income (excluding any retirement fund lump sum benefit, retirement fund lump sum 
withdrawal benefit and severance benefit).   

 
Pension fund contributions 
Current contributions are limited to the greater of: 
• 7.5% of pensionable remuneration or 
• R1 750 
 
Any excess may not be carried forward to the following year of assessment. 
Arrear contributions are limited to R1 800 per annum. This remains unchanged from previous years of 
assessment. 
 
Retirement annuity fund contributions 
Current contributions are limited to the greater of: 
• 15% of non-retirement funding taxable income, or  
• R3 500 less deductible current pension contributions, or  
• R1 750 

 
Arrear contributions are limited to R1 800 per annum. This remains unchanged from previous years of 
assessment. 
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Tax on lump sums from retirement funds and severance 
payments 
 
Severance payments, retrenchment, retirement and death 
The tax bands have increased substantially from the previous budget and the following tax table will be 
applied: 

R 0 – R 500 000  0% of each R 1 

R 500 001 – R 700 000 18% of the amount above R 500 000 

R 700 001 – R 1 050 000 R 36 000 + 27% of the amount above R 700 000 

R 1 050 001 and above R 130 500 + 36% of the amount above R 1 050 000 

 
The calculation of the tax payable will be based on the principle of aggregation. This will effectively 
determine the band in which a severance benefit, retirement or death lump sum will be taxed. Any 
retirement lump sum withdrawal benefit received after 1 March 2009, any retirement fund lump sum 
benefit (retirement and death) received after 1 October 2007 and any severance benefit received after 
1 March 2011 must be aggregated to determine the applicable tax band. 
 
Withdrawal 
The tax bands have been increased slightly from the previous budget and the following tax table will 
be applied: 

R 0 – R 25 000 0% of each R 1 

R 25 001 – R 660 000 18% of the amount above R 25 000 

R 660 001 – R 990 000 R 114 300 + 27% of the amount above R 660 000 

R 990 001 and above R 203 400 + 36% of the amount above R 990 000 

 
Capital Gains Tax (CGT) 
 
Inclusion rates 
The inclusion rates for CGT remain unchanged from last year. 

Individuals, special trusts and individual policyholder funds 33.3%  

Other taxpayers  66.6%  
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Exclusions 
• Individuals qualify for an annual non-cumulative exemption from CGT to the amount of R 30 000.  
• The exemption at death is R 300 000.  
• On the disposal of a small business by a person over 55 years, a gain of R 1 800 000 will be 

excluded. 
• The primary residence exclusion remains at R 2 000 000. 
• The maximum market value of assets allowed for small business disposal for business owners 

over 55 years remains at R10 000 000.  
 

Donations tax 
 
Individuals qualify for an exemption from donations tax in respect of any donation not exceeding  
R100 000 per annum. Any donations exceeding R100 000 per annum are subject to donations tax at a 
rate of 20%. 
 
Donations between spouses remain exempt. Donations to registered public benefit organisations are 
deductible for income tax purposes up to a limit of 10% of taxable income before medical deductions. 
This remains unchanged from previous years of assessment.  
 

Estate duty 
 
The rate of estate duty remains at 20% of the dutiable amount of the deceased estate. 
 
Natural persons qualify for an abatement of R3.5 million per estate.  
 
Deductions include bequests to public benefit organisations and property accruing to the surviving 
spouse.  
 
This remains unchanged from previous years of assessment. 
 

Transfer duty 
 
Transfer of residential property to all persons 

Property value   Rate 

R 0 – R 600 000  0% 

R 600 001 – R 1 000 000 3% on the value above R 600 000 

R 1 000 001 – R 1 500 000 R 12 000 + 5% of the value above R 1 000 000 

R 1 500 001 and above R 37 000 + 8% of the value exceeding R 1 500 000 
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Value-added tax (VAT) 
 
VAT is levied at the standard rate of 14% on the supply of goods and services by registered vendors.  
 
A vendor must register for VAT when making taxable supplies of more than R 1 million per annum. A 
vendor may apply for voluntary registration when making taxable supplies of more than R 50 000 but 
not more than R 1 million per annum. Certain supplies are subject to a zero rate or are exempt from 
VAT. 
 

Items under review 
 
Tax-preferred savings account 
As mentioned in previous budget speeches, the proposal is to introduce these investment vehicles 
during 2014. The accounts will have an initial annual contribution limit of R 30 000 (which will be 
increased regularly in line with inflation) and a lifetime contribution limit of R 500 000. The account will 
allow investments in bank deposits, collective investment schemes, exchange-traded funds and retail 
savings bonds. Eligible service providers will include banks, asset managers, life insurers and 
brokerages. 
 
Company car fringe benefits 
The use of a company car by an employee is a taxable fringe benefit based on the market value of the 
vehicle. However, car manufacturers that import vehicles calculate the fringe benefit at cost. To align 
the treatment of company car fringe benefits for all employees (whether or not they work for a vehicle 
manufacturer), it is proposed that actual retail market value be used in all cases. This reform will be 
phased in over four years. Adjustments are also proposed to treat employees who bear the costs 
relating to fuel and the upkeep (maintenance, insurance and licence) of their company car in a more 
equitable manner. 

 
Long-term insurance policies 
Currently all activities of long-term insurers are taxed in one of four funds. Where profits are taxed in 
one of the two taxable policyholder funds, the policies will be paid to the policyholders “tax free” in 
future. It is proposed that profits from the risk business of an insurer will be taxed in the corporate fund 
similar to the manner in which short-term insurers are taxed. 
 
A further proposal is to review the fairness of the taxation of the individual policyholder fund, where a 
30% tax rate is applied, irrespective of the income level of policyholders. 

 
Personal insurance policies 
Wording for the Income Tax Act will be clarified so that premiums paid on all personal insurance 
policies will not be allowed as a deduction against income, and that the policy proceeds from such 
policies are tax free. 
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Key person policies 
In 2011, the tax regime for key person policies was changed. This allowed the taxpayer to elect a 
deduction for the premium and to receive taxable policy proceeds or to accept the default non-
deductible premium with tax-free policy proceeds. Most employers opted to accept the default option. 
One of the requirements for an employer policy to qualify for the deduction of premiums is that the 
employer must be insured against any loss due to the death, disablement or severe illness of an 
employee or director. The policy will therefore not qualify if it protects the employer against a 
contingent liability such as the repayment of a loan (not a business loss) should the employee or 
director die before the loan is repaid. A deduction relating to the cession of that policy contradicts the 
policy intent. The amendment will confirm that an insurance policy will not qualify for the deduction if it 
is not intended to insure the employer against a loss suffered as a result of the death, disablement or 
severe illness of an employee or director. 

 
Taxation of Offshore Service 
An extensive review of the taxation of post retirement income of Foreign Service will be conducted in 
the next two years to clarify the position. What has been clearly stated is that the concession regarding 
Foreign Service will be extended to lump sums and not be confined to pensions and annuities.  
 
The bottom line 
In the light of the current economic pressures, the budget continues to provide individuals with some 
tax relief to counter increasing living costs and to incentivise individuals to save for retirement. It is 
particularly significant that the tax bands for retiring individuals have been increased substantially, 
which will encourage further investment into pre-retirement investment vehicles. 
 
This, along with the current retirement reform proposals relating to contributions towards retirement 
funds should encourage individuals to continue their contributions towards their retirement plan. 
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