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2018 BUDGET SPEECH UPDATE

The Minister of Finance announced amendments to tax and
other legislation that may affect investors. These changes come
into effect on 1 March 2018, unless otherwise indicated.

Income tax
Individuals and special trusts

There were no adjustments to the top four income tax brackets
and below inflation adjustments to the bottom three brackets.
Taxpayers earning above R195 850 will now fall into the 26% tax
bracket. The highest marginal tax rate for individual taxpayers
remains unchanged at 45%. The personal income tax rates for
the 2018/2079 tax year are listed below.

RO - R195 850 18% of taxable income

R195 851 - R305 850 R35 253 + 26% of taxable income above R195 850

R305 851- R423 300 R63 853 + 31% of taxable income above R305 850

R423 301 - R555 600 R100 263 + 36% of taxable income above R423 300

R555 601 - R708 310 R147 891 + 39% of taxable income above R555 600

R708 311 - R1 500 000 R207 448 + 41% of taxable income above R708 310

R1 500 001 and above R532 041 + 45% of taxable income above R1 500 000

Companies and trusts

The income tax rate for companies remains unchanged at 28%
and at 45% for trusts (other than special trusts).

Tax thresholds

Tax thresholds have increased to:
= R78 150 for taxpayers younger than 65
= R121 000 for taxpayers aged 65 to below 75
= R135 300 for taxpayers aged 75 and older

Rebates

The primary, secondary and tertiary rebates (deductible from
tax payable) were partially adjusted for inflation and have been
increased to:

= R14 067 per year for all individuals
= R7 713 for taxpayers aged 65 and older
= R2 574 for taxpayers aged 75 and older

Interest exemptions
The local interest exemptions remain unchanged:

= The exemption on interest earned for individuals younger
than 65 years remains R23 800 per annum

= The exemption for individuals 65 years and older remains
R34 500 per annum

Foreign interest remains fully taxable.

Medical tax credits

Below-inflation increases in medical tax credits will help
government to fund the implementation of National Health
Insurance. Monthly tax credits for medical scheme contributions
will therefore only increase as follows:

= From R303 to R310 per month for the main member and
the first dependant

= From R204 to R209 per month for each additional dependant

Dividends tax

Dividends tax remains 20% on dividends paid by resident
companies and by non-resident companies in respect of shares
listed on the JSE.

Foreign dividends received by individuals from foreign companies
(shareholding of less than 10% in the foreign company) are
taxable at a maximum effective rate of 20%.
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Interest Withholding Tax (IWT) and Dividend
Withholding Tax (DWT)

Interest withholding tax remains 15% on interest from a South
African source payable to non-residents. Interest is exempt if
payable by any sphere of the South African government, a bank
or if the debt is listed on a recognised exchange.

Tax-free savings accounts

The annual cap on contributions to tax-free savings accounts
remains at R33 000 with a life-time limit of R500 000.

Retirement lump sum taxation
At retirement

The first R500 000 of a retirement lump sum remains tax free.
The table below illustrates how retirement lump sums will be taxed:

RO - R500 000 0% of taxable income

R500 001 - R700 000 18% of taxable income above R500 000

R700 001 - R1 050 000 R36 000 + 27% of taxable income above R700 000

R1 050 001 and above R130 500 + 36% of taxable income above R1 050 000

Pre-retirement

The first R25 000 of a pre-retirement lump sum withdrawal
remains tax-free. The table below illustrates how withdrawal
lump sums will be taxed:

RO - R25 000 0% of taxable income

R25001 - R660 000 18% of taxable income above R25 000
R660 001 - R990 000 R114 300 + 27% of taxable income above R660 000

R990 001 and above R203 400 + 36% of taxable income above R990 000

Capital gains tax (CGT)
The capital gains tax inclusion rate for individuals and special
trusts remains at 40%, and for other taxpayers at 80%.

Individuals and special trusts 18%
Companies 22.4%
Other trusts 36%

The annual exclusion for a capital gain or loss granted to
individuals and special trusts remains at R40 000.

Value-Added Tax (VAT)

VAT increases from 14% to 15% from 1 April 2018 on the supply
of goods and services provided by registered vendors.

Estate duty

Estate duty is levied on property of residents and South African
property of non-residents less allowable deductions. In line with
the Davis Tax Committee recommendations and in keeping with
the progressive structure of the tax system, estate duty has
increased to 25%. The tax is levied on the dutiable value of an
estate at a rate of 20% on the first R30 million and at a rate of
25% above R30 million.

Donations tax

Donations tax is levied at a flat rate of 20% on the value of
property donated. To limit the staggering of donations to avoid
the higher estate duty, any donations exceeding R30 million in
one tax year will be taxed at a rate of 25%. The first R100 000 of
property donated in each year by an individual is however exempt
from donations tax.
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