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FOREWORD

Foreword

We are proud to release the 2009 Tax Statistics publication which builds and expands on the first
publication in 2008. The objectives that guided the development of the first edition were to publicise
available, comprehensive tax revenue data. These objectives remain valid and underpin the contents of
this publication.

Enhancements to the 2009 Tax Statistics supports the view that fiscal transparency is a key ingredient
of good governance and contributes towards evidence based and well informed policy formulation and
well planned strategies and action plans. Together with other sources of comprehensive and reliable
taxpayer data, contributes to improving the effectiveness of fiscal and economic policy decisions.
Fiscal transparency facilitates a more effective response to changing economic conditions thereby
helping to reduce the incidence and severity of economic and financial crises. The published
information will also serve to inform the general public of policy choices facing government in
pursuing sound economic policies to achieve our developmental objectives and financial stability.

The 2009 Tax Statistics publication also provides the analytical framework that compliments other
published economic and demographic data. It provides valuable data on taxpayers, the tax base and can
contribute to an understanding of the socio-economic profile of our country. The data can be used for
strategic and policy decisions, not only by government but also by the private sector, academia and
non-governmental organisations.

Comments on the first 7ax Statistics published in 2008, were very positive and covered a broad range
of requests for additional data and information. SARS and the National Treasury are committed to
provide and publish data obtained from taxpayers through their compliance with tax legislation. Given
the magnitude of data provided and recent administrative reforms implemented to enhance the quality
of the data captured on the systems, this will be an evolving process with the aim to increase the
availability of further and improved taxpayer data. As an outflow of the comments received more
regular updates may be made available electronically throughout the year.

Acknowledgement is given to the Department of Economics at the University of Pretoria for their
contribution in processing the raw data and ensuring that the data published is reliable. Finally, we
want to thank the employees at SARS and the National Treasury for their efforts to ensure an updated
and improved 2009 Tax Statistics publication.

o

G.N.V. Magashula L. Kganyago
Commissioner: SARS Director-General: National Treasury
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About this publication

This 2009 Tax Statistics publication is an overview of tax revenues for the period 2003/04 to 2008/09
subsequent changes are available on the SARS website or in budget documentation available on the
National Treasury website.

This publication is the second publication of its kind providing tax revenue data at a more
disaggregated level.

Chapter 1: Overview of revenue collections provides a summary of aggregate tax revenue collection
trends in South Africa.

Chapter 2: Personal income tax gives an overview of assessed personal income tax (PIT) revenues of
registered individual taxpayers. It provides information on taxable income by income categories, age,
gender, source of income, fringe benefits, allowances and other deductions.

Chapter 3: Corporate income tax is an overview of corporate income tax (CIT) revenues. Information
on taxable income by income category, sector and type of business entity is provided.

Chapter 4: Value-added tax gives an overview of value-added tax (VAT). It gives a breakdown of
VAT receipts and refunds by sector and payment category.

Chapter 5: Customs/import duties provides information on the customs value of imported goods by
product type in terms of the Harmonised System', second digit level (chapter-level), as well as VAT,
customs/import duty and ad valorem excise duty revenues on imported goods.

All statistics are based on the income, expenses, deductions and other items reported by taxpayers and
traders in their tax returns. Information on the sector (industry) classification is based on the
classification as declared by taxpayers, based on their main source of income. Trade classification data
is based on the classification as declared by the trader, based on the Harmonised System.

Disaggregated income tax data is based on assessed PIT and CIT returns. Given the time delay in the
submission of tax returns by some taxpayers and the time taken to assess such returns, the later years’
statistics are lower than that of earlier years.

The disaggregated income tax data was extracted from SARS’s systems at the end of March 2009.
Where figures have not been rounded, discrepancies may occur between the numbers of the component
items and the totals in the tables. A single year e.g. 2007 refers to the tax year (i.e. 1 March to end of
February) and a year with a forward slash e.g. 2006/07, refers to a fiscal year (i.e. 1 April to end of
March).

An electronic version of this publication (as well as the Excel tables) is available for download on both
the websites of the South African Revenue Service (SARS) (www.sars.gov.za) and that of the National
Treasury (www.treasury.gov.za).

' The Harmonised System Nomenclature, also known as the International Convention on the Harmonised Commodity
Description and Coding System (Harmonised System) is, essentially, the system according to which all internationally
traded products, components, or commodities are classified. This international system is currently used by 200 countries
and customs or economic unions, which account for about 98 per cent of world trade.

il
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What’s new

We have endeavoured to improve the 2009 Tax Statistics by extending the data series and available
information. Some of the improvements that we have made this year include:

e A new table on capital gains tax (CGT) has been added showing the capital gains tax raised for
individuals and companies separately;

e The taxable income groupings in the tables in Chapter 3: Corporate income tax have been
regrouped to provide a more representative spread of taxable income across the income groups. The
five taxable income groups of R1 to R100 000 have now been consolidated into one taxable income
group and the taxable income group of R10 million and over has been expanded into six taxable
income groups; and

e A glossary of terminology has been added.

Other changes include:

e For ease of reference, all tables are now included in Annexure A at the back of the publication;

e The tax register tables for both individuals and companies now exclude the coded cases where the
status was in suspense, estate or address unknown; and

e The percentage assessed has been removed from Chapter 2: Personal income tax and Chapter 3:
Corporate income tax.

v



Overview of revenue collections

B Introduction

The consolidated South African tax revenue for all three spheres of government (national, provincial
and local government) was an estimated 28.4 per cent of GDP or R657.7 billion in 2008/09.

The largest portion of this revenue is collected at the national level by the South African Revenue
Service (SARS). This revenue is estimated to be around 95 per cent of total revenue or 27 per cent
of GDP. The provinces and local government accounted for less than 1 per cent and 4.1 per cent of
the total tax revenue respectively or 0.2 per cent and 1.2 per cent of GDP respectively.

This chapter gives an overview of:

e South African government revenue

e Budget revenue and revenue performance
e Tax relief

e Tax rates

e Registered taxpayers

e Main sources of tax revenue

e Tax revenue by main category.

B South African government revenue

The three spheres of government collect both tax and non-tax revenue. Nationally budget revenue is
the amount of revenue available to the state to finance expenditure after taking into account tax
revenue, other revenue sources and transfers to other members of the Southern African Customs
Union (SACU).

Even though the provinces and local government collect some tax revenue from gambling (casino)
taxes, motor vehicle licences and property rates, the bulk of tax revenue is collected nationally.

Table 1.1 shows total South African tax revenue from the three spheres of government - national,
provincial and local - with the corresponding percentages of GDP. Total South African tax revenue
increased from R324.7 billion in 2003/04 to R599.6 billion in 2007/08. The total South African tax
revenue as a percentage of GDP increased from 24.9 per cent in 2003/04 to 28.3 per cent in 2008/09.

Provincial tax revenues account for less than 1 percent of total South African tax revenue,
approximately 0.2 per cent of GDP. The bulk of provincial tax revenue is derived from motor
vehicle licences, with some revenue being derived from gambling (casino) taxes and liquor licences.
Provincial tax revenue has increased from R3.3 billion in 2003/04 to R5.4 billion in 2008/09.
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Table 1.1: South African total tax revenue, 2003/04 — 2008/09

Nominal Tax revenue

GDP' Total South National Provinces? Local
R million Africa government®
2003/04 1 303 906.8 324 712.7 302 442.6 3 306.6 18 963.5
2004/05 1449 020.0 381 909.1 354 978.8 35255 23 404.7
2005/06 1613 812.2 446 537.7 417 195.7 43371 25004.9
2006/07 1833 191.1 519 035.0 495 548.6 4.824.7 18 661.8
2007/08 2081624.9 599 565.0 572 814.6 5398.3 21 352.1
2008/09 2320 116.4 657 679.8 625 100.2 5623.4 26 956.2
Percentage of Total South African tax revenue
2003/04 100.0% 93.1% 1.0% 5.8%
2004/05 100.0% 92.9% 0.9% 6.1%
2005/06 100.0% 93.4% 1.0% 5.6%
2006/07 100.0% 95.5% 0.9% 3.6%
2007/08 100.0% 95.5% 0.9% 3.6%
2008/09 100.0% 95.0% 0.9% 4.1%
Percentage of GDP
2003/04 24.9% 23.2% 0.3% 1.5%
2004/05 26.4% 24.5% 0.2% 1.6%
2005/06 27.7% 25.9% 0.3% 1.5%
2006/07 28.3% 27.0% 0.3% 1.0%
2007/08 28.8% 27.5% 0.3% 1.0%
2008/09 28.3% 26.9% 0.2% 1.2%

1. Source: South African Reserve Bank and Statistics South Africa.

2. Provincial numbers taken from the Provincial Budgets and Expenditure Reviews. The 2008/09
numbers are pre-audited.

3. Local government numbers taken from the Local Government Budgets and Expenditure Review.
The financial year of the municipalities starts on 1 July to 30 June of the following year. The
2008/09 numbers are budgeted. The regional service council levies were abolished in 2006/07.

The contribution of local government (municipal) own tax revenue has decreased from 5.8 per cent
in 2003/04 to around 4.1 per cent of total South African tax revenue in 2008/09. The decrease was
mainly due to the abolishment of the Regional Services Council (RSC) levies in 2006/07. Local
government tax revenue accounts for around 1 per cent of GDP. Local government tax revenue is
derived from property rates and RSC levies prior to 2006/07. Table A.1.1' provides a breakdown of
provincial and local government tax revenues.

The rest of this publication focuses on national taxes only, as provincial and local government taxes
are reported in other publications, namely the Local Government Budgets and Expenditure Review
and the Provincial Budgets and Expenditure Review. Both are available on National Treasury’s
website (Www.treasury.gov.za).

Bl Budget revenue and revenue performance

National budget revenue consists of national tax revenue, and non-tax revenue less payments to
Botswana, Lesotho, Namibia and Swaziland (BLNS countries) in terms of the Southern African
Customs Union (SACU) agreement. About 98 per cent of budget revenue is accounted for by tax
revenue whilst the remaining 2 per cent is non-tax revenue (Table 1.2). National budget revenue has
increased as a percentage of GDP from 23 per cent in 2003/04 to 26.2 per cent in 2008/09.

! Tables numbered in italics are included in Annexure A.
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Gross nominal tax revenue increased from R302.4 billion in 2003/04 to R625.1 billion in 2008/09, a
nominal percentage increase of 15.6 per cent per year.

Table 1.2: Total budget revenue, 2003/04 — 2008/09

Tax revenue' Non-tax revenue?® Total tax |Less: SACU Total Nominal Total
and non-tax| payments budget GDP? budget

revenue revenue revenue as

R million % % % of GDP
2003/04 3024426 97.8% 67113 22% 309 153.9 -9722.7 | 299431.2 | 1303907 23.0%
2004/05 354978.8 98.3% 62033 1.7% 361 182.2 -13327.8 | 347854.4 | 1449020 24.0%
2005/06 417 195.7  98.0% 8 697.1 2.0% 425 892.8 -141449 | 4117479 | 1613812 25.5%
2006/07 4955486 97.9% 108433 21% 506 391.9 251949 | 481197.0 | 1833191 26.2%
2007/08 572814.6 98.0% 116717  2.0% 584 486.3 -24712.6 | 559773.8| 2081625 26.9%
2008/09 625100.2 98.0% 12603.3 2.0% 637 703.4 -28920.6 | 608 782.8| 2320116 26.2%

1. Mining leases and ownership has been reclassified as non-tax revenue. The historical years have been adjusted for
comparative purposes.

2. Includes interest, dividends, rent on land, sales of goods and services, fines and penalties, sales of capital assets as
well as financial transactions in assets and liabilities.

3. Source: Statistics South Africa; Gross Domestic Product (GDP), 3rd Quarter 2009.

The Southern African Customs Union

South Africa is one of the five signatories to the SACU agreement, along with Botswana, Lesotho,
Namibia and Swaziland. The SACU countries apply a common external tariff and have similar
customs and excise legislation, the same excise duties on imported and locally manufactured goods
and the same import duties on imported goods. Excise and customs (import duty) revenues are
pooled and distributed among the SACU members based on a formula. South Africa currently
administers this revenue pool and makes quarterly payments to the BLNS countries.

Table 1.3 is a summary of contributions “paid into” the SACU pool by the individual countries.
South Africa collects a significant amount of customs and excise revenues on behalf of BLNS
countries. Customs duties are paid to South Africa on goods imported by BLNS countries from
abroad and transported via South Africa in bond to the BLNS countries. Excise duty is collected at
source and paid in South Africa on excisable goods exported from South Africa to BLNS countries.

Table 1.3: Contributions to SACU pool, 2003/04 — 2008/09

Botswana Lesotho Namibia Swaziland Total BLNS | South Africa’ Total

R million contributions
2003/04 161.1 69.8 172.4 49.8 453.1 20 407.0 20 860.1

2004/05 162.5 98.5 186.5 28.9 476.4 26 493.8 26 970.2
2005/06 192.1 87.4 195.9 30.6 506.0 33501.3 34 007.3

2006/07 173.6 86.6 363.9 161.7 785.8 40 563.2 41 349.1

2007/08 149.6 100.3 361.0 135.1 746.0 45 422.6 46 168.7

2008/09 311.6 110.2 446.0 64.3 932.2 431729 44 105.1

Percentage year-on-year growth

2003/04 -8.2% 105.7% -36.0% 58.5% -11.2% 0.8% 0.5%
2004/05 0.9% 41.1% 8.2% -41.9% 5.1% 29.8% 29.3%
2005/06 18.2% -11.2% 5.0% 5.7% 6.2% 26.4% 26.1%
2006/07 -9.6% -1.0% 85.8% 428.5% 55.3% 21.1% 21.6%
2007/08 -13.8% 15.9% -0.8% -16.5% -5.1% 12.0% 11.7%
2008/09 108.3% 9.9% 23.5% -52.4% 25.0% -5.0% -4.5%

1. Contribution by South Africa includes some collections on behalf of BLNS countries.
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Table 1.4 shows how the revenues are allocated based on a revenue share formula.

Table 1.4: Share received from SACU pool, 2003/04 — 2008/09

Botswana Lesotho Namibia Swaziland Total BLNS | South Africa’ Total
R million
2003/04 3387.6 1421.7 3035.6 1877.8 97227 11137.4 20 860.1
2004/05 4336.7 20124 4206.8 2771.9 13 327.8 13642.4 26 970.2
2005/06 4772.6 2 306.0 3891.9 3136.2 14 106.7 19 900.6 34 007.3
2006/07 7756.3 3945.0 8161.2 5321.1 25183.6 16 165.5 41 349.1
2007/08 9001.4 4097.7 6 621.8 4989.0 24709.9 21458.7 46 168.7
2008/09 9472.8 4901.0 8502.1 6 009.0 28 884.9 15220.2 44 105.1
Percentage of total
2003/04 16.2% 6.8% 14.6% 9.0% 46.6% 53.4% 100.0%
2004/05 16.1% 7.5% 15.6% 10.3% 49.4% 50.6% 100.0%
2005/06 14.0% 6.8% 11.4% 9.2% 41.5% 58.5% 100.0%
2006/07 18.8% 9.5% 19.7% 12.9% 60.9% 39.1% 100.0%
2007/08 19.5% 8.9% 14.3% 10.8% 53.5% 46.5% 100.0%
2008/09 21.5% 11.1% 19.3% 13.6% 65.5% 34.5% 100.0%
Percentage year-on-year growth
2003/04 31.6% -3.3% 16.9% 16.1% 17.7% -10.9% 0.5%
2004/05 28.0% 41.5% 38.6% 47.6% 37.1% 22.5% 29.3%
2005/06 10.1% 14.6% -7.5% 13.1% 5.8% 45.9% 26.1%
2006/07 62.5% 71.1% 109.7% 69.7% 78.5% -18.8% 21.6%
2007/08 16.1% 3.9% -18.9% -6.2% -1.9% 32.7% 11.7%
2008/09 5.2% 19.6% 28.4% 20.4% 16.9% -29.1% -4.5%

1. Includes amounts allocated to South Africa, the balance of the "surplus/deficit" for that fiscal year and allocations to
the SACU Secretariat.

B Tax relief

Both individuals and companies have benefited from the tax relief over the last few years. However,
most of the tax relief has accrued to individuals. Table 1.5 provides a summary of tax relief.

Table 1.5: Summary of tax relief, 2003/04 — 2008/09

Direct taxes Indirect taxes Total
PIT CIT Other Total Excise Fuellevy  Other' Total relief
R million
2003/04 -13 427 -2 060 - -15 487 907 642 -1119 430 -15 057
2004/05 -4 062 - - -4 062 1453 909 -600 1762 -2 300
2005/06 -7 110 -2 000 -1477 -10 587 1310 950 -1 054 1206 -9 381
2006/07 -12125 -2 400 -440 -14 965 1370 - -5 532 -4 162 -19 127
2007/08 -8 870 -2785 -3 000 -14 655 1480 950 -175 2255 -12 400
2008/09 -7 700 -7 400 - -15 100 1350 1250 2000 4600 -10 500

1. The 2006/07 number includes R4.5 billion transfer duties. The electricity levy was not introduced in 2008/09.

Changes in tax policy between 2003/04 and 2006/07 included significant personal income tax relief;,
through adjustments to the personal income tax brackets and the primary and secondary rebate
thresholds, and a marginal reduction in the headline corporate income tax rate.

The effectiveness of tax administration continued to improve during this period. This was supported
by measures to improve the fairness of the tax system by closing down various tax loopholes and
enhanced efforts at ensuring tax compliance.
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B Taxrates

Most of the maximum marginal tax rates for the major tax instruments have also been reduced over
the period (see Table 1.6)>. The headline CIT rate was reduced from 30 per cent to 28 per cent. The
maximum PIT tax rate has remained constant at 40 per cent. PIT relief was provided over the last
five years by significantly adjusting the income tax brackets while leaving the marginal tax rates
unchanged.

Table 1.6: Maximum marginal tax rates, 2003/04 — 2008/09

Percentage PIT CIT STC VAT RFT?

01 Apr 2003 — 31 Mar 2004 40.0% 30.0% 12.5% 14.0% 18.0%
01 Apr 2004 — 31 Mar 2005 40.0% 30.0% 12.5% 14.0% 18.0%
01 Apr 2005 — 28 Feb 2006 40.0% 29.0% 12.5% 14.0% 18.0%
01 Mar 2006 — 31 Mar 2006 40.0% 29.0% 12.5% 14.0% 9.0%
01 Apr 2006 — 28 Feb 2007 40.0% 29.0% 12.5% 14.0% 9.0%
01 Mar 2007 — 30 Sep 2007 40.0% 29.0% 12.5% 14.0% 0.0%
01 Oct 2007 — 31 Mar 2008 40.0% 29.0% 10.0% 14.0% 0.0%
01 Apr 2008 — 31 Mar 2009 40.0% 28.0% 10.0% 14.0% 0.0%

1. An individual's tax year starts on 1 March and ends at the end of February the following year.
2. Tax on retirement funds.

B Tax revenue collections

Between 2004/05 and 2007/08, tax revenue collections have exceeded budget estimates. This strong
revenue performance was the result of robust economic growth, higher commodity prices and
improvements in the effectiveness and efficiency of tax administration. In 2008/09 SARS, like
numerous other tax authorities around the world, struggled to meet its revenue collection target.
This was mainly due to the severe global economic crises and instability in financial markets that
resulted in a significant contraction of the South African economy during the second half of the
fiscal year.

Figure 1.1 Net quarterly tax revenue collections, 2003/04 — 2008/09
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2 Consult the SARS website and budget documentation on the National Treasury’s website for subsequent changes.
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Figure 1.1 and Table A1.2.1 show the monthly and quarterly trends in the collection of tax revenues.
The peaks in the different quarters, namely June, September, December and March, are largely due
to provisional corporate tax payments.

Operating cost of SARS

The operating cost to revenue ratio is an indication of the efficiency with which revenue is collected.
However, this ratio is influenced by the tax bases of the different taxes collected and systems
development costs. Table 1.7 shows that this ratio is around 1 per cent.

Table 1.7: Total tax revenue and cost of collections, 2003/04 — 2008/09

Tax revenue Operating Operating cost as a
R million collected cost’ % of tax revenue
2003/04 302 442.6 3562.8 1.18%
2004/05 354 978.8 4311.7 1.21%
2005/06 417 195.7 5135.5 1.23%
2006/07 495 548.6 5156.1 1.04%
2007/08 572 814.6 5615.3 0.98%
2008/09 625 100.2 6 528.1 1.04%

1. SARS's own account budget includes revenue transferred from National Treasury
as well as other operating revenue.

B Registered taxpayers

The South African income taxation system is a residence based system, which means residents are
taxed on their worldwide income, irrespective of where their income was earned. Non-residents are,
however, taxed on their income from a South African source. Foreign taxes on foreign income are
credited against South African income tax payable.

The number of taxpayers registered as individuals, companies and trusts for income tax, employers
for pay-as-you-earn (PAYE) and vendors for VAT are shown in table 1.8. It must be noted that the
figures for registered taxpayers for income tax purposes exclude individual taxpayers earning less
than R60 000 who are paying standard income tax on employees (SITE)-only.

Table 1.8: Registered taxpayers, 2003/04 — 2008/09

Individuals' ~ Companies Trusts' PAYE' VAT’
Number (cim’
2003/04 3777005 817 381 283 825 274 764 536 281
2004/05 4115293 933 136 318 967 302 880 578 138
2005/06 4 476 261 1054 969 344 882 330 194 633 703
2006/07 4764 105 1218 905 374 411 349 077 677 153
2007/08 5204 805 1584 002 384 747 379 675 745 487
2008/09 5 540 646 1834 009 392 260 393 974 737 885
Percentage year-on-year growth
2003/04 10.6% 0.3% 11.5% 8.8% 6.0%
2004/05 9.0% 14.2% 12.4% 10.2% 7.8%
2005/06 8.8% 13.1% 8.1% 9.0% 9.6%
2006/07 6.4% 15.5% 8.6% 5.7% 6.9%
2007/08 9.3% 30.0% 2.8% 8.8% 10.1%
2008/09 6.5% 15.8% 2.0% 3.8% -1.0%

1. Excludes cases where status is in suspense, estate and address unknown.
The tax year for individuals starts on 1 March and ends at the end of February the
following year. The tax year for companies is normally the financial year of the company
for financial reporting purposes.
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o [ndividuals: The number of registered individual taxpayers has increased from 3.8 million in
2003/04 to over 5.5 million taxpayers in 2008/09. The percentage year-on-year growth has
declined from 10.6 per cent in 2003/04 to around 6.5 per cent in 2008/09. The moderate growth
rate can be attributed to the adverse impact of the global economic crisis on the domestic
economy, affecting key industries and giving rise to limited new opportunities in the labour
market.

o  Companies: The number of companies registered for income tax doubled from 817 381 in
2003/04 to over 1.8 million in 2008/09. The percentage year-on-year increase ranges from
0.3 per cent in 2003/04 to a high of 30 per cent in 2007/08 and then decreasing to 15.8 per cent
in 2008/09. This may be due to adverse economic conditions.

e Trusts: The rate of registration of trusts has dropped over the last few years from 12.4 per cent
in 2004/05 to 8.6 per cent in 2006/07 and to 2 per cent in 2008/09. This could reflect a change
as far as financial planning via trusts is concerned.

e PAYE: The PAYE register grew by only 3.8 per cent from 2007/08 to 2008/09. The slowdown
in the growth rate can be attributed to the poor economic conditions. SARS also undertook a
register clean-up project which aimed to identify and remove from the register those entities that
are no longer active thereby affecting the growth rate of the register.

e VAT: Although the number of registered VAT vendors has increased significantly over the
previous years from 536 281 in 2003/04 to 745487 in 2007/08, this number decreased by
1 per cent to 737 885 in 2008/09. The decrease was due to the register clean-up project initiated
by SARS and to the slowdown in the economy.

B Main sources of tax revenue

National tax revenues are derived from three major taxes: personal income tax (PIT), corporate
income tax (CIT) and value-added tax (VAT). Combined, these account for around 80 per cent of
total tax revenue, with the fuel levy, excise and customs duties accounting for around 11 per cent
and other taxes accounting for the remainder (around 9 per cent).

Figure 1.2 Composition of main sources of tax revenue, 2003/04 — 2008/09

100%

_—

80% I .
60%
40%
20%
0% T T T T T
2003/04 2004/05 2005/06 2006/07 2007/08 2008/09
mPIT mCIT OVAT mFuellevy O Customs @ Other




2009 TAX STATISTICS

The contribution of the different types of taxes as a percentage of total tax revenue collections has
changed over time (See table A1.3.1 and figure 1.2). PIT, as a percentage of total tax revenue, has
decreased from 32.6 per cent in 2003/04 to 28.4 percent in 2006/07 and then increased to
31.2 per cent in 2008/09.

CIT, on the other hand, has increased as a percentage of total tax revenue from 20.1 per cent in
2003/04 to 26.5 per cent in 2008/09. Nominal corporate income tax revenue increased from
R60.9 billon in 2003/04 to R165.4 billion in 2008/09, a cumulative percentage increase of
171.6 per cent or 22.1 per cent per year. The headline corporate income tax rate was reduced from
29 per cent in 2005/06 to 28 per cent in 2008/09. Thus, corporate income tax revenue increased
while the headline corporate income tax rate decreased.

Nominal customs revenue have also increased cumulatively by 171.6 per cent between 2003/04 and
2008/09, or by 22.1 per cent per year, while revenue from the general fuel levy increased
cumulatively by only 49.4 per cent between 2003/04 and 2008/09, or 8.4 per cent annually.

It should be noted that these numbers and percentages include inflation. Much of the increase in
nominal tax revenue has been due to higher economic growth, higher commodity prices, improved
tax administration and tax compliance.

Figure 1.3 shows the main sources of tax revenue as a percentage of GDP. PIT, as a percentage of
GDP has been fluctuating at around 7.8 per cent over the past few years and is slightly up to
8.4 per cent in 2008/09. CIT, as a percentage of GDP, has shown a steady improvement from
4.7 per cent in 2003/04 to 7.1 per cent in 2008/09. VAT, as a percentage of GDP, was 6.3 per cent
in 2003/04 increasing to 7.3 per cent in 2007/08 and then decreasing to 6.7 per cent in 2008/09
showing the early affects of the slowdown in the economy during the second half of 2008/09.

Figure 1.3 Main revenue sources as percentage of GDP, 2003/04 — 2008/09
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Bl Tax revenue by main category

Table A1.4.1 shows tax revenue by main category.

Taxes on income and profits

Table A1.5.1 shows that taxes on income and profits comprise of the following tax instruments:

Persons and individuals: Income tax is the government's main source of income and is levied in
terms of the Income Tax Act (1962). Income tax is levied on residents' worldwide income, with
appropriate relief to avoid double taxation. Non-residents are taxed on their income from a
South African source. Tax is levied on taxable income that, in essence, consists of gross income
less exemptions and allowable deductions. Table A1.5.2 shows that on average around
95.3 per cent of taxes on persons and individuals is collected via the PAYE system (See
Figure 1.4).

Figure 1.4 Taxes on income and profits — PIT and CIT, 2003/04 — 2008/09
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Companies: Table A1.5.3 shows the breakdown of corporate income taxes. Revenue from taxes
on companies have nearly tripled from R60.9 billion in 2003/04 to R165.4 billion in 2008/09
(See Figure 1.4).

Capital gains tax (CGT): CGT was introduced on 01 October 2001. CGT forms part of the
income tax system (collections are reflected under persons and individuals, and companies) and
is based on capital gains made on the disposal of assets. Table 1.9 shows that CGT revenue has
been rising since its inception in 2001, with a significant increase in 2008/09 that was probably
as a result of increased asset disposals as taxpayers tried to adapt to harsh economic conditions
of the worldwide recession.
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Table 1.9: Capital gains tax raised, 2003/04 — 2008/09

Capital gains tax raised
Individuals Companies Total
R million
Prior to 2007/08 1849.6 3241.4 5091.0
2007/08 1167.3 2 493.6 3660.9
2008/09 3 806.7 4135.9 7942.7

Secondary tax on companies (STC): STC is levied at a rate of 10 per cent (12.5 per cent prior to
1 October 2007) on profits of companies distributed by way of dividends.

Tax on retirement funds (TRF): TRF was a tax levied on the gross interest, net rental and foreign
dividend income of retirement funds - in other words, pension, provident and retirement annuity
funds. TRF was abolished in 2007.

Other: Includes proceeds from the small business tax amnesty levy.

Taxes on payroll and workforce

Skills development levy: The skills development levy is a compulsory levy to fund training by
companies. SARS administers the collection of this levy in consultation with the Department of
Labour. The rate is 1 per cent of a company’s total payroll and is payable by employers that are
registered with SARS for employees' tax purposes and which have an annual payroll of more
than R500 000 (R250 000 before 1 August 2005).

Taxes on property

Table A1.6.1 shows that taxes on property comprise the following tax instruments:
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Donations tax: Donations tax is levied at a flat rate of 20 per cent on the value of the donation.
The first R100 000 donated in each year by a natural person is exempt from donations tax. In
the case of a taxpayer who is not a natural person, the exempt donations are limited to casual
gifts not exceeding R10 000 per year in total. Dispositions between spouses and donations to
certain public benefit organisations are exempt from donations tax.

Estate duty: For the purposes of estate duty, an estate consists of all property of the deceased
including deemed property, such as life insurance policies. However, the estate of a deceased
non-resident consists only of his or her South African assets. The duty, at a rate of 20 per cent,
is calculated on the dutiable amount of the estate. Certain admissible deductions from the total
value of the estate are allowed.

Securities transfer tax (STT): STT is a tax levied on every transfer of a security. A security in
essence means any share in a company; member’s interest in a close corporation; or any right or
entitlement to receive any distribution from a company or close corporation. Only securities
issued by companies incorporated, established or formed inside the Republic; and companies
incorporated, established or formed outside the Republic, which are listed on a South African
exchange, are taxable. The Securities Transfer Tax Act is effective from 1 July 2008 and applies
to the transfer of listed and unlisted securities on or after 1 July 2008. It is levied at a rate of
0.25 per cent. This tax was known as Marketable securities tax prior to 2006/07 and as
Uncertificated securities tax prior to 1 July 2008.

Transfer duties: Transfer duty is payable by individuals when they acquire property at the rate
of 5 per cent of the value above R500 000 and at 8 per cent of the value exceeding R1 million.
When property is acquired by a person other than an individual, such as a company or trust,
transfer duty is payable at a rate of 8 per cent of the value. All transactions relating to the supply
of goods (property) that are subject to VAT are exempt from transfer duty.
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Domestic taxes on goods and services

Table A1.7.1 shows that domestic taxes on goods and services comprise of the following tax
instruments:

o Value-added tax (VAT): VAT is levied at a standard rate of 14 per cent on most goods and
services subject to certain exemptions, exceptions and zero-ratings, provided for in the
Value-Added Tax Act (1991). VAT is levied on the supply of all goods and services rendered
by registered vendors. VAT is also levied on the importation of goods and services into South
Africa. (See table A1.7.2 and figure 1.5.)

Figure 1.5 Domestic taxes on goods and services — VAT, 2003/04 — 2008/09
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e FExcise duties: Excise duties are levied on certain locally manufactured goods and on their
imported equivalents. This duty is levied as a specific duty on tobacco and liquor, and as an
ad valorem duty on cosmetics, televisions, audio equipment and motor cars. Relief from excise
duty is available where excisable products are exported (See figure 1.6.).

e Fuel levy: The fuel levy is a specific excise tax imposed in terms of the Customs and Excise
Act. Relief is available through a diesel refund system for farming activities, forestry, mining,
offshore vessels, harbour vessels, locomotives used for rail freight, and large electricity
generation plants (See figure 1.6.).

e [nternational air passenger departure tax: Fee-paying passengers departing on international
flights paid a tax of R120 per passenger3 and passengers flying to Botswana, Lesotho, Namibia
and Swaziland paid R60 per passenger”.

e Plastic bags levy - : This environmental levy is a tax on certain types of plastic shopping bags.
The levy aims to encourage the sustainable use of these bags.

3 As from 1 October 2009, this has increased to R150 and R80 per passenger for international and BLNS travel
respectively.
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Figure 1.6 Domestic taxes on goods and services — Levies on fuel and specific
excise duties, 2003/04 — 2008/09
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Taxes on international trade and transactions

Taxes on international trade and transactions mainly comprise of customs duties:

e Customs duties: Customs or import duties are levies imposed on goods imported into South
Africa. Import duties are imposed as a means to protect certain local producers. They also
include anti-dumping and countervailing duties.

o Miscellaneous customs revenue: This primarily comprises customs duties that have yet to be
allocated to the appropriate duty types.

Stamp duties and fees

e Stamp duty is levied on leases of fixed property and until June 2008 on the registration of
transfer of unlisted marketable securities. This tax has been abolished with effect from
1 April 2009.

State miscellaneous revenue

e This is revenue received by SARS in respect of taxation that cannot be allocated to specific
revenue types.

12



Personal income tax

B Introduction

Personal income tax (PIT) is government's largest source of revenue. Income tax is levied on
residents' worldwide income, with appropriate relief to avoid double taxation. Non-residents are
taxed on their income from a South African source. Tax is levied on taxable income that, in essence,
consists of gross income less exemptions and allowable deductions. Taxable capital gains also form
part of taxable income.

Individuals generally receive most of their income as salary/wages, pension/retirement payments and
investment income (interest and dividends). Some individuals may also have business income which
is taxable as personal income, for example, sole proprietors and partners.

This chapter gives an overview of:

e Personal income tax rates

e Tax returns and individual taxpayers

e Taxable income and tax assessed

e Individual taxpayers with business income

¢ Individual taxpayers’ allowances, fringe benefits and deductions.

B Personal income tax rates

The top marginal income tax rate for individuals has remained constant at 40 per cent over the last
few years although the personal income tax brackets were increased significantly which has
compensated taxpayers for inflation (fiscal drag).

Table 2.1 illustrates the percentage increase in the personal income tax brackets between 2003/04
and 2008/09. The top personal income tax bracket increased from R255 001 in 2003/04 to R490 001
in 2008/09, a cumulative increase of 92.2 per cent. During this period, the bottom income tax
bracket increased by 74.3 per cent. The primary rebate increased by 53.3 per cent, which resulted in
a similar increase in the income tax threshold (the level of annual income below which no income
tax is payable) for individuals younger than 65 years from R30 000 to R46 000 per year. For
individuals aged 65 and above, the income tax threshold increased by 56.7 per cent from R47 222 to
R74 000 per year.

From 2003/04 to 2008/09, R53.3 billion was granted in personal income tax relief across the board,
for all income groups. The decreases in the individual tax burdens improved the disposable income
of taxpayers.

13
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Table 2.1: Personal Income Tax (PIT) brackets, 2003/04 and 2008/09

2003/04 2008/09 Marginal PIT | Cumulative
rates percentage
Rand increase
Brackets - 70 000 - 122 000 18% 74.3%
70 001 110 000 122 001 195 000 25% 77.3%
110 001 140 000 195 001 270 000 30% 92.9%
140 001 180 000 270 001 380 000 35% 111.1%
180 001 255 000 380 001 490 000 38% 92.2%
255 001 and over 490 001 and over 40%
Rebates
Primary 5400 8 280 53.3%
Secondary 3100 5040 62.6%
Tax thresholds
Below age 65 30 000 46 000 53.3%
Age 65 and over 47 222 74 000 56.7%

B Tax returns and individual taxpayers

It should be noted that information on the number of individual taxpayers relates only to those
taxpayers who are required to register with SARS. A large number of formal sector workers — those
earning taxable income between the minimum tax threshold of R46 000 in 2008/09 for persons
below 65 years of age and R60 000 per annum (commonly referred to as standard income tax on
employees (SITE)-only taxpayers) — are not required to register with SARS. There are an estimated
5 million formal SITE workers with their annual taxable income below R60 000.

Employees who pay SITE-only normally do not need to register for income tax or submit tax
returns. The tables do, however, reflect some of these registered individual taxpayers with their
taxable income below R60 000. A few individual taxpayers in this category are in fact registered
due to claims for retirement fund contributions or medical expenses, prior year trading income or
other non-SITE income, or assessed losses brought forward from previous tax years.

In addition, from the 2008 tax season (in respect of 2007/08) registered taxpayers earning
remuneration below R120 000 per annum, with only a single IRP5 and no additional income or
deductions, were not obliged to submit tax returns.

The number of individuals registered for income tax (excluding SITE-only taxpayers as indicated
above) has grown from under 4.5 million in 2005 to 5.5 million in 2008 (See table 2.2). Subsequent
to growing at a rate of 8.8 per cent in 2005 this rate levelled to around 6.5 per cent in 2008. It is
important to note that this table differs from the table in the 2008 Tax Statistics in that it excludes the
coded cases where the status was either in suspense, estate or domicile unknown.

Table 2.2: Number of Individual taxpayers, 2005 — 2008

Registered’ Percentage Assessed

growth in

Tax year register
2005 4 476 261 8.8% 3 806 986
2006 4764 105 6.4% 3 856 999
2007 5204 805 9.3% 3580 314
2008 5540 646 6.5% 2611 364

1. Number of individuals registered as at 31 March of each year.
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B Taxable income and tax assessed

Table 2.3 shows a summary of the number of taxpayers assessed, taxable income and tax assessed by
taxable income group. The tax assessed as a percentage of taxable income has remained stable at
around 21.7 per cent over the period.

Table 2.3: Individual taxpayers: Summary of taxable income
and tax assessed, 2005 — 2008

Number of Taxable Tax Tax assessed

taxpayers income assessed as a % of
Tax year assessed (R million) (R million) |taxable income
2005 3 806 986 441 507 95 994 21.7%
2006 3 856 999 496 949 107 918 21.7%
2007 3580 314 537 137 113 546 21.1%
2008 2611 364 485 055 105 978 21.8%

The total number of individual taxpayers has remained relatively stable during the period under
review with a slight tapering-off in numbers during 2007, the reason being that relatively fewer tax
returns had been assessed at the time the data was extracted. Taxable income and as a result, the tax
assessed have increased. The tax burden as indicated by the tax assessed as percentage of taxable
income has also remained relatively unchanged over the period under review.

Within the different taxable income groups, there have, however, been significant changes as
indicated in Table 2.4. For the taxable income groups up to R150 000, the number of taxpayers,
their taxable income and the tax assessed, expressed as a percentage of the total of these categories,
have declined considerably. In contrast, increases occurred in both the number of taxpayers and tax
assessed in the R150 000 and above taxable income groups.

Table 2.4: Distribution of individual taxpayers over selected taxable income groups,
2005 — 2008

Percentage Taxable income group 2005 2006 2007 2008
Number of taxpayers 0 — R150 000 78.3% 75.2% 69.7% 58.7%
R150 001 — R400 000 18.3% 20.6% 24.6% 33.2%
R400 001 + 3.3% 4.2% 5.6% 8.1%
Total 100.0% 100.0% 100.0% 100.0%
Taxable income 0 - R150 000 43.0% 38.7% 32.9% 24.4%
R150 001 — R400 000 35.7% 36.3% 37.5% 41.0%
R400 001 + 21.3% 25.0% 29.6% 34.7%
Total 100.0% 100.0% 100.0% 100.0%
Tax assessed 0 — R150 000 26.5% 22.6% 17.4% 12.3%
R150 001 — R400 000 40.0% 38.5% 36.8% 36.7%
R400 001 + 33.5% 38.9% 45.7% 51.0%
Total 100.0% 100.0% 100.0% 100.0%

The table shows that during the 2007 tax year, the 69.7 per cent of taxpayers that were in the taxable
income group up to R150 000, earned 32.9 per cent of taxable income and contributed 17.4 per cent
of total tax assessed. The remaining 30.3 per cent were in the taxable income group of R150 000
and above, earned 67.1 per cent of taxable income and contributed 82.6 per cent of total tax
assessed.

Further detail by taxable income group is provided in table A2.1.1" and table A2.1.2.

! Tables numbered in italics are included in Annexure A.
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By province

The relative distribution of taxpayers, taxable income and tax assessed between provinces has been
stable over the period under review. Nonetheless, there has been a decline in the relative share of
personal income tax assessed in the Eastern Cape and a slight increase in Gauteng. Some
70 per cent of individual taxpayers are registered in three provinces (Gauteng, Western Cape and
KwaZulu-Natal) and are responsible for about 80 per cent of the total tax assessed (see
Table A2.1.3).

By age group
Table A2.1.4 and figure 2.1 give a breakdown of registered individual taxpayers by age group.

Figure 2.1 Numbers of individual taxpayers by age group, 2005 — 2008
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The relative contributions of the different age groups of taxpayers show little change over the period.
About 30 per cent of taxpayers fall in the 35 to 44 age group. Together this group earns about a third
of the total taxable income and is responsible for a third of the total tax assessed.

By gender

In the 2007 tax year the gender classification indicates that males account for more than 56 per cent
of taxpayers, they earn about 65 per cent of taxable income and contribute over 71 per cent of
personal income tax assessed.

The data, however, show that between 2005 and 2007 the number of female taxpayers has increased
slightly from 42 per cent to nearly 44 per cent of the total number of taxpayers. This compares with
the 44 per cent that females made up of the number of employed persons in South Africa in 2007,

Table A2.1.5 shows the breakdown of taxable income and tax assessed by gender over the period.

2 Statistics South Africa: Labour Force Survey, Revision, March 2009.
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By source of income

Registered individual taxpayers employed in the Financing, insurance, real estate and business
services sector account for the largest number of taxpayers and also make the largest contribution to
tax assessed, both at about 20 per cent for the period under review.

At economic activity level, Finance, insurance, real estate and business services; Agencies and other
services; Educational services; and Long-term insurance sectors employ just over 50 per cent of
taxpayers and contributed close to 50 per cent of total tax assessed (Tables A42.2.1 to table A2.2.2).

Table A2.2.3 uses SARS’s source of income codes, as in fable A2.2.1, and attempts to reclassify
these codes according to the Standard Industrial Classification (SIC). It should be noted that the
source of income codes by SARS are not fully aligned with the SIC system used by Statistics SA.
This means that the numbers per sector in these tables may differ from those published by
Statistics South Africa.

Tax assessed by source of income as on IRPS certificates (Table A2.2.4). This is based on the sector
as indicated by the employer on the employee’s IRP5 form.

B Individual taxpayers with business income

Individual taxpayers with business income amounted to about 3.7 per cent of total individual
taxpayers in 2007 (6.4 per cent of the total in 2005). Individual taxpayers with business income
contribute almost a third to total assessed income (31.6 per cent in 2007) in the Financing, insurance,
real estate and business services sector. This equates to 18.6 per cent of the total taxpayers with
business income and is closely followed by the Medical, dental and other health and veterinary
sciences sector, at 17.4 per cent of total assessed income and 25.3 per cent of total taxable income.

Tables A2.3.1 and A2.3.2 give a breakdown of the sectors in which individual taxpayers with
business income are active. On average, around 22 per cent of individual taxpayers with business
income recorded negative taxable income (making a loss) over the period.

B Individual taxpayers’ allowances, fringe benefits and
deductions

Individual taxpayers’ allowances

Table A2.4.1 provides a summary of the tax allowances available to individual taxpayers. The
number of individual taxpayers who receive tax allowances increased from over 1.8 million
(49.5 per cent of total number of individual taxpayers) in 2005 to close to 2 million (55.7 per cent) in
2007. Between 2005 and 2007, these allowances increased by 15.7 per cent to R50.1 billion.

The travel allowances remained the largest of all the allowances for individuals (55 per cent in
2007), but the number of taxpayers receiving it as well as the total amount of the allowance has
decreased during the period under review. The drop in the share of this allowance from
65.1 per cent in 2005 can be partly explained by the changes introduced in 2006 to curb the rise in
the granting of a travel allowance. This allowance should decrease significantly when the deemed
business kilometre allowance is scrapped in 2010/11.

While the numbers of taxpayers who made use of share options nearly doubled between 2005 and
2007, the amount allowed nearly tripled to R7.3 billion during the same period, increasing to
14.6 per cent of all allowances in 2007 compared to 5.8 per cent in 2005.

The more significant allowances are shown per taxable income group in tables A2.4.2 to A2.4.7.
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Individual taxpayers’ fringe benefits

Table A2.5.1 provides a summary of fringe benefits. The number of taxpayers receiving fringe
benefits was 1.2 million in 2005, growing to over 1.5 million in 2006. Total fringe benefits
amounted to R7.8 billion in 2005, increasing to R11.7 billion in 2006.

Medical scheme contributions paid on behalf of employees remained the largest of the fringe
benefits. In 2007, 56.5 per cent of taxpayers (over 870 000) who qualified for any form of fringe
benefit received a medical fringe benefit. During 2007, the monetary value of this benefit nearly
doubled to R5.5 billion (46.9 per cent of total fringe benefit payments).

The stricter rules pertaining to fringe benefits in respect of motor vehicles were also reflected by the
decline in the number of taxpayers who benefited from the use of a company motor vehicle. As a
percentage of the total number of taxpayers who received fringe benefits, the decline was from
9.4 per cent in 2005 to 6.3 per cent in 2007.

Other fringe benefits have been relatively stable or registered only slight declines in terms of the
numbers of taxpayers as well as the amounts allowed. The exception is the payment of employees’
debt which has increased both in number and amounts.

The more significant fringe benefits are shown by taxable income group in tables A2.5.2 to A2.5.9.

Individual taxpayers’ deductions

Table A2.6.1 provides a summary of individual taxpayers’ deductions.

Since 2005, the number of taxpayers who qualify for deductions in respect of all forms of provision
for retirement has decreased from 58.2 per cent to 53.4 per cent in 2007 of the total amount allowed.
The percentage allowed has remained fairly constant at around 36 per cent of the total amount
allowed.

Both the number of taxpayers and the amounts allowed as deductions for medical expenses
(excluding disabled) have increased from 26.8 per cent to 33.8 per cent and from 20.7 per cent to
26.8 per cent from 2005 to 2007 respectively. This is in contrast to the other significant tax
deductions where the number of qualifying taxpayers and amounts deducted both decreased.

The more significant deductions are shown by taxable income group in fables A2.6.2 to A2.6.15.
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B Introduction

For the period under review, there was a decline in the headline corporate income tax (CIT) rate.
South African companies also pay secondary tax on companies (STC), a tax based on declared
dividends. This tax rate was 12.5 per cent for most of the period under review and was reduced to
10 per cent in October 2007.

Not all taxes paid in a tax year are attributable to income earned in the same year, due to the system
of provisional tax payments and tax returns being submitted and assessed long after the end of the
tax year. Also, companies have financial years that may differ from the fiscal or calendar year, as
companies are free to choose the period for their financial year (which is normally their tax year).

The South African tax system is residence based, meaning that South African residents are taxed on
their worldwide income. A company that is incorporated in or effectively managed from South
Africa is a South African resident for income tax purposes.

Tax on capital gains is included in company tax revenue, which means that capital gains tax is not
recorded as a separate revenue item but included in corporate income tax.

Different sectors of the economy have different effective tax rates due to specific tax dispensations
and deductions. Examples are the gold mining formula, farming deductions and valuation, insurance
allowances and valuation. Small business corporations with a turnover of not more than R14 million
can apply for a special tax dispensation in the form of a graduated income tax rate table.

This chapter gives an overview of:

e Number of companies

e Provisional tax payments by tax year

e Taxable income and tax assessed by taxable income group
e Taxable income and tax assessed by sector (industry)

e Companies with assessed losses or profits

e Tax assessed by main sector.

B Number of companies

There are over 2 million corporations (1.6 million close corporations, 400 000 private companies and
40 000 public companies) registered with CIPRO'. About 30 to 35 per cent of registered companies
are dormant.

! The Companies and Intellectual Property Registration Office.
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The number of companies registered for income tax purposes increased over the period from a little
over 1 million in 2005 to 1.8 million in 2008. It must be noted that this table differs from the table in
the 2008 Tax Statistics in that it now excludes the coded cases where the status was in suspense,
estate or address unknown.

At the time the data was extracted (31 March 2009), the number of companies assessed were
552 368 for 2005, 575 461 for 2006, 379 907 for 2007 and 189 873 for 2008.

Table 3.1: Number of companies, 2005 — 2008

Registered’ Assessed
Number
2005 1 054 969 552 368
2006 1218 905 575 461
2007 1584 002 379 907
2008 1834 009 189 873

1. Excludes cases where status is in suspense, estate and address
unknown. The tax year for companies is normally the financial year
of the company for financial reporting purposes.

B Provisional tax payments by tax year

The majority of provisional tax payments from companies are received during March, June,
September and December. Provisional taxes for any given tax year are paid in three instalments: the
first is due six months into the company’s tax year; the second at the end of the tax year; and the
third six months after the end of the tax year (unless the tax year ends at the end of February, then
the third is due seven months after the end of the tax year).

Table 3.2: Companies: Provisional tax payments by tax year paid, 2003/04 — 2008/09

R million

Tax year (down) 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09
2001 313 71 30 32 4

2002 12 063 322 174 106 124 3
2003 32 379 5673 281 96 115 30
2004 16 305 40 831 6 627 353 150 56
2005 61 23 847 51176 7 463 338 167
2006 3 44 30 124 68 201 8 047 463
2007 28 9 29 42 201 82 849 9 140
2008 1 1 6 515 49 991 98 032
2009 - 12 - - 159 56 614
Total’ 61 151 70 810 88 447 118 968 141 777 164 505
prior to y-1 313 394 485 587 731 720
y-1 12 063 5673 6 627 7 463 8 047 9140
y 32379 40 831 51 176 68 201 82 849 98 032
y+1 16 305 23 847 30 124 42 201 49 991 56 614
post y+1 92 65 35 515 159 -
Total 61 151 70 810 88 447 118 968 141 777 164 505
prior to y-1 0.5% 0.6% 0.5% 0.5% 0.5% 0.4%
y-1 19.7% 8.0% 7.5% 6.3% 5.7% 5.6%
y 52.9% 57.7% 57.9% 57.3% 58.4% 59.6%
y+1 26.7% 33.7% 34.1% 35.5% 35.3% 34.4%
post y+1 0.2% 0.1% 0.0% 0.4% 0.1% 0.0%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

1. Due to timing differences these figures do not balance to actual provisional tax collections reflected in Table A1.5.3.
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Under the provisional tax payment system, taxes for a specific tax year are paid over a number of
fiscal years as indicated in table 3.2. In 2008/09 for example, nearly 95 per cent of the eventual tax
liability was paid over two tax years: about 60 per cent in the specific tax year and about 35 per cent
in the following year.

Tables A3.1.1° to A3.1.3 show a breakdown of the provisional tax payments by sector.

B Taxable income and tax assessed by taxable income group

Table A3.2.1 shows taxable income and tax assessed by taxable income group for all companies.
The number of companies assessed shows a steady increase of 4.2 per cent between the 2005 and
2006 tax years and although the number is lower in 2007 (mainly because of lagged assessments),
the nominal amount of revenue collected in that year is roughly the same as in 2005, meaning a
substantial increase in taxable income per company.

Table A3.2.2 shows that while around 57 per cent of the income tax assessed in 2006 is paid by large
companies with taxable income exceeding R200 million, these companies represent only 0.1 per cent
of the companies assessed for income tax purposes.

B Taxable income and tax assessed by sector (industry)

Table A3.3.1 shows the taxable income and tax assessed by sector for all companies.

The Financing, insurance, real estate and business services; the Wholesale trade; and the Retail trade
sectors make up about 45 per cent of the total number of taxpayers and are responsible for about
35 to 40 per cent of the total amount of tax assessed (table A3.3.2).

There are, however, substantial differences between the number of companies in the various sectors
and the tax assessed. While the mining and quarrying category constitutes around 0.2 per cent of the
number of taxpayers, the tax assessed is around 5 per cent of the total. In contrast, the Agencies and
other services sector constitutes about 15 per cent of taxpayers with an assessed tax of 2.5 per cent of
the total in 2005.

Table A3.3.3 uses SARS’s source of income codes as shown in fable A3.3.1 and reclassifies these
codes according to the Standard Industrial Classification (SIC). It should be noted that SARS’s
source of income codes are not fully aligned with the SIC system used by Statistics South Africa.
This means that the figures in these tables are different from those published by Statistics South
Africa.

Tables A3.3.4 to A3.3.6 shows the companies reporting positive, negative and zero taxable income
respectively. Sectors with an increasing number of companies reporting zero taxable income
between 2005 and 2006 include Catering and accommodation, Construction, and Social and related
community services.

B Companies with assessed losses or profits

Tables A3.4.1 to A3.4.3 shows the total number of companies and those with assessed losses or
profits by sector.

2 Tables numbered in italics are included in Annexure A.
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In 2005, 73.2 per cent of the companies had assessed losses; 35.7 per cent of these companies were
in the Financing, insurance, real estate and business services sector and 11.4 per cent in the Retail
sector.

B Tax assessed by main sector

Tables A3.5.1 to A3.8.4 shows for each of the tax years (from 2005 to 2008), the tax assessed and the
number and percentage of companies assessed by main sector and taxable income group.

The statistics in the tables underline the information in the previous sections regarding the broad
trends in company tax; the relatively large number of companies with negative or zero taxable
income; the important taxpaying sectors, and the small percentage of companies in the taxable
income group exceeding R10 million which contribute more than 80 per cent of company tax.
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Value-added tax

B Introduction

Value-added tax (VAT) is levied at a standard rate of 14 per cent by registered vendors on most
goods and services subject to certain exemptions, exceptions and zero-ratings provided for in the
Value-Added Tax Act (1991). VAT is also levied on the importation of goods and services into
South Africa.

This chapter gives an overview of:

e Number of registered VAT vendors
e Domestic VAT: Payments and refunds
e Turnover.

B Number of registered VAT vendors

The number of vendors registered for VAT shows a steady increase of over the past few years. The
decline in 2008/09 is due to additional registration requirements and a clean-up of the VAT register
that was undertaken. For purposes of table 4.1 below, a vendor was regarded as active if a payment
was either received or a refund was made to a vendor during the fiscal year.

Table 4.1: Number of registered VAT vendors, 2003/04 — 2008/09

Registered’ Active Percentage of
Number vendors registered
2005/06 633 703 483 389 76.3%
2006/07 677 153 509 615 75.3%
2007/08 745 487 526 403 70.6%
2008/09 737 885 530 223 71.9%

1. As per register as at 31 March of each year.
Excludes coded cases where status is in suspense, estate and address unknown.

B Domestic VAT: Payments and refunds

Table A4.1.1" and table A4.1.2 show the number of vendors, payments and refunds per sector. The
largest number of VAT vendors in 2007/08 were in the Financing, insurance, real estate and business
services sector (32.8 per cent), followed by the Agriculture, forestry and fishing (13 per cent) and the
Retail trade (10.4 per cent) sectors.

! Tables numbered in italics are included in Annexure A.
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Companies in the Mining and quarrying sector constitute 0.5 per cent of the number of vendors and
3.9 per cent of the total gross VAT payments for 2007/08, but are a negative contributor to net VAT
(after refunds). The Financing, insurance, real estate and business services sector made the largest
gross domestic VAT payments in 2007/08, totalling R53.6 billion (31.5 per cent).

By payment category

The requirement for monthly VAT payments applies primarily to larger vendors with taxable
supplies (turnover) in excess of R30 million per year. Close to 90 per cent of vendors submit returns
on a bi-monthly basis (see table A4.2.1) with only about 4 per cent submitting their returns
6-monthly. With regard to monthly returns, most vendors are from the Financing, insurance, real
estate and business services sector followed by the Retail trade sector. A similar pattern occurs
regarding the vendors submitting bi-monthly returns.

Tables A4.2.2 to A4.2.5 provide a breakdown of the various sectors’ payments and refunds for the
different payment periods.

By type of enterprise

Table A4.3.1 shows that corporations (companies and close corporations) constituted the bulk of
VAT vendors in 2007/08 (66.5 per cent), followed by individuals — sole proprietors (23.6 per cent).
Corporations accounted for 90.2 per cent of net domestic VAT collections in 2007/08.

B Turnover

In 2008/09, 54.8 per cent of VAT vendors had a turnover of R1 million or less and accounted for
-3.4 per cent of net domestic VAT collections. Included in the 0-to-R100 000 category are vendors
with no turnover (e.g. property developers) that contributed -R2.2 billion (69.6 per cent) to the net
VAT of -R3.2 billion of this turnover group.

The top-6 per cent of VAT vendors had an annual turnover in excess of R20 million and accounted
for 74.7 per cent of VAT payments and 80.6 per cent of VAT refunds. It should be noted that
1.4 per cent of vendors had an annual turnover greater than R100 million and this category
accounted for 57.5 per cent of VAT payments and 69.8 per cent of VAT refunds (See table A4.4.1).
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Customs/import duties

B Introduction

Customs/import duties are imposed on certain goods that are imported into South Africa. Import
duties are imposed to protect local producers. In addition, excise duties are also imposed on selected
imported goods. Excise duties are also imposed on similar goods that are produced in South Africa.

This chapter gives an overview of customs VAT, customs duty, Duty 1-2B.

Bl Customs VAT, customs duty, Duty 1-2B (Ad valorem excise
duties on imports)

Table A5.1.1' and A5.1.2 show the customs value of imports, customs VAT, customs/import duties
and excise duties on imports by sector.

Machinery and mechanical appliances, electrical equipment is the category that accounts for the
largest value of goods imported (21.2 per cent of total customs value in 2008/09), followed by
Mineral products (18.9 per cent) and then Vehicles, aircraft, vessels and associated transport
equipment (9.3 per cent).

Import/customs duty revenues (including specific excise duties on alcohol and tobacco products) are
mostly derived from the following categories: Vehicles, aircraft, vessels and associated transport
equipment (21.3 per cent in 2008/09); Textiles and textile articles (13.4 per cent); Machinery and
mechanical appliances, electrical equipment (12.7 per cent) and Prepared foodstuffs, beverages,
spirits and vinegar (11.4 per cent).

Ad valorem excise duty revenues (Duty 1-2B) are mostly derived from the Vehicles, aircraft, vessels
and associated transport equipment category (55.7 per cent in 2008/09) and the Machinery and
mechanical appliances, electrical equipment category (39 per cent).

! Tables numbered in italics are included in Annexure A.
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Glossary

Ad valorem excise duties/
customs duties

Air passenger departure tax
Capital gains tax (CGT)
Corporate income tax (CIT)
Customs duties/import

duties

Direct taxes

Donations tax

Duty 1-2B

Ad valorem means duty calculated on the value. These duties are
levied on certain selected locally manufactured goods.
Corresponding ad valorem customs duties are levied at the same
rate of duty on imported goods of the same class or kind.
Ad valorem customs duties and ad valorem excise are levied on
those items specified in schedule 1 Part 2B of the Harmonized
System. Ad valorem excise duty is calculated on the basis of the
value of the goods. Discounts are, however, granted on locally
manufactured goods.

Fee-paying passengers departing on international flights pay a tax
of R120 per passenger.' Passengers flying to Botswana, Lesotho,
Namibia and Swaziland (BLNS) pay R60 per passenger.

CGT was introduced in October 2001. It forms part of the income
tax system and is based on capital gains made upon the disposal of
assets.

CIT comprises all provisional and assessed taxes paid by
companies (net of refunds).

These are levies imposed on goods imported into South Africa.
Import duties are imposed as a means to protect certain local
producers. They also include anti-dumping and countervailing
duties.

Taxes charged on taxable income or capital of individuals and legal
entities.

Is levied at a flat rate of 20 per cent on the value of the donation.
The first R100 000 donated in each year by a natural person is
exempt from donations tax. In the case of a taxpayer who is not a
natural person, the exempt donations are limited to casual gifts not
exceeding R10 000 per year in total. Dispositions between spouses
and donations to certain public benefit organisations are exempt
from donations tax.

Refers to the Ad valorem excise duties on imports.

' As from 1 October 2009, this has increased to R150 and R80 per passenger for international and BLNS travel

respectively.
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2009 TAX STATISTICS

Employees’ tax

Environmental levy
(Plastic bags levy)

Estate duty

Gross domestic product
(GDP)

Fiscal drag

Fiscal year

Fuel levy

Harmonised system

Income tax

Marginal income tax rate
Marketable securities tax

National Revenue Fund

Non-tax revenue
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Employees’ tax is the tax that employers must deduct from the
employment income of employees — such as salaries, wages and
bonuses - and pay over to SARS monthly. It is withheld daily,
weekly, or monthly, when these amounts are paid or become
payable to the employees.

This is a tax on certain types of plastic shopping bags. The levy
aims to encourage the sustainable use of these bags.

Is calculated at a rate of 20 per cent on the dutiable amount of the
estate. Certain admissible deductions from the total value of the
estate are allowed.

A measure of the total national output, income and expenditure in
the economy.

The effect of inflation on effective tax rates. When salaries are
adjusted to compensate for the effect of inflation on the value of
money, the taxpayer is pushed into a higher income tax brackets
where higher rates apply. In this way the individual’s effective tax
rate is increased, even though real incomes may not be increasing.

Is the financial year of government i.e. from 1 April to 31 March of
the following year.

Is a specific excise tax imposed in terms of the Customs and Excise
Act. Relief is available through a diesel refund system for farming
activities, forestry, mining, offshore vessels, harbour vessels,
locomotives used for rail freight, and large electricity generation
plants.

The Harmonised System Nomenclature, also known as the
International Convention on the Harmonised Commodity
Description and Coding System (Harmonised System) is,
essentially, the system according to which all internationally traded
products, components, or commodities are classified.  This
international system is currently used by 200 countries and customs
or economic unions, which account for about 98 per cent of world
trade.

Is a tax on income and profit and is levied on individuals,
companies and trusts. It is the national government’s main source
of income and is imposed by the Income Tax Act 58 of 1962.

The rate of tax on an incremental unit of income.
See Securities transfer tax.

The consolidated account of the national government into which all
taxes, fees and charges collected by SARS and departmental
revenue must be paid.

Income received by the government in the form of interest and
dividends (from parastatals) and as a result of administrative
charges, licences, fees, and sales of goods and services.



ANNEXURE B: GLOSSARY

Operating cost to revenue
ratio

Pay-As-You-Earn (PAYE)

Personal income tax (PIT)

Plastic bags levy
Primary rebate

Progressive tax

Provisional tax
(companies)

Provisional tax
(individuals)

Provisional tax
(Paragraph 19(3))

Residence based tax system

Secondary tax on
companies (STC)

Securities transfer tax
(STT)

Is an indication of the efficiency with which revenue is collected.

Ensures that an employee’s income tax liability is settled in a
continuing fashion, at the same time that the income is earned. The
advantage of this is that the tax liability for the year is settled over
the course of the whole year of assessment.

PIT comprises all assessed and provisional taxes as well as PAYE
paid by individuals (net of refunds).

See Environmental levy.
A reduction in income tax that is available to all taxpayers.

A system of taxation that collects proportionately more from the
rich than from the poor.

The majority of provisional tax payments from companies are
received during March, June, September and December.
Provisional taxes for any given tax year are paid in three
instalments: the first is due six months into the company’s tax year;
the second at the end of the tax year; and the third six months after
the end of the tax year (unless the tax year ends at the end of
February, then the third is due seven months after the end of the tax

year).

Is a system that makes taxpayers provide for their final tax liability
by paying two amounts during the course of the year of assessment,
and a third payment 7 months after the end of the year of
assessment.

Paragraph 19(3) of the Fourth Schedule to the Income Tax Act
allows the Commissioner to call upon the taxpayer to justify an
estimate made by the taxpayer, or to provide particulars of income
and expenditure or any other particulars that may be required for
the year of assessment in respect of which the provisional tax
payment is being made. If the Commissioner is not satisfied with
the estimate, he may increase it to an amount that he considers
reasonable.

Where residents are taxed on their worldwide income, irrespective
of where their income was earned.

Tax on dividends declared by a company, calculated at the rate of
10 per cent (12.5 per cent prior to 1 October 2007) of the net
amount of dividends declared.

STT is a tax levied on every transfer of a security. It is levied at a
rate of 0.25 per cent. This tax was known as Marketable securities
tax prior to 2006/07 and as Uncertificated securities tax prior to
1 July 2008.
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2009 TAX STATISTICS

Skills development levy
(SDL)

Southern African Customs
Union (SACU)

Specific excise duty

Stamp duty

Standard Income Tax on
Employees (SITE)

Tax amnesty

Tax base

Tax on retirement funds
(TRF)

Tax-to-GDP ratio

Tax revenue

Tax year

Taxable income
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SDL is a compulsory levy to fund training by companies. The rate
is 1 percent of a company’s total payroll and is payable by
employers that are registered with SARS for employees' tax
purposes and which have an annual payroll of more than R500 000
(R250 000 before 1 August 2005).

An agreement that allows for the unrestricted flow of goods and
services, and the sharing of customs and excise revenue between
South Africa, Botswana, Namibia, Lesotho and Swaziland.

A tax on each unit of output or sale of goods, unrelated to the value
of the goods.

Was levied on leases of fixed property and until June 2008 on the
registration of transfer of unlisted marketable securities. This tax
has been abolished with effect from 1 April 2009.

SITE, is not a separate type of tax. It is merely a method that
means employees who earn less than a certain amount pay income
tax as a full and final liability on the information to the specific
employer. SITE generally applies to individuals whose net
remuneration does not exceed R60 000 annually; who do not
receive a travelling allowance; and who do not receive any other
income.

A period allowed by tax authorities during which taxpayers who
are outside the tax net, but should be registered for tax purposes,
can register for tax or disclose previously unreported taxable
income without incurring penalties.

The aggregated value of income, sales or transactions on which
particular taxes are levied.

TRF was a tax levied on the gross interest, net rental and foreign
dividend income of retirement funds i.e. pension, provident and
retirement annuity funds. TRF was abolished in 2007.

For public finance comparison purposes, a country’s tax burden or
tax-to-GDP ratio is computed by taking the total tax payments for a
particular fiscal year as a fraction or percentage of the GDP for that
year.

In terms of the System of National Accounts (SNA), tax revenue is
defined as “a compulsory, unrequited payment to government”.

This is the 12-month period for which tax is calculated. For
individuals it starts on 1 March and ends at the end of February the
following year, and for companies it is normally the financial year
of the company for financial reporting purposes.

This refers to the income of an individual or a company which is
subject to tax. This is not the same as actual income, since
deductions may be claimed for medical expenses, for instance, in
the case of individuals or for depreciation, in the case of
companies.
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Transfer duties

Uncertificated securities tax

Value-added tax (VAT)

The duty payable by individuals when they acquire property at the
rate of 5 per cent of the value above R500 000 and at 8 per cent of
the value exceeding R1 million. When property is acquired by a
person other than an individual, such as a company or trust, transfer
duty is payable at a rate of 8 per cent of the value.

See Securities transfer tax.

VAT is levied at a standard rate of 14 per cent on most goods and
services subject to certain exemptions, exceptions and zero-ratings,
provided for in the Value-Added Tax Act (1991). VAT is levied
on the supply of all goods and services rendered by registered
vendors. VAT is also levied on the importation of goods and
services into South Africa.
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