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Finance Minister Tito Mboweni delivered his third 
National Budget address on 24 February 2021. It was 
his first annual budget address since the start of the 
COVID-19 pandemic. 

In 2020, the Minister’s message was, “Our economy 
has won before, and it will win again.” In 2021, he 
re-confirmed that there is reason for hope from SA’s 
“much-improved economic outlook.” 

The Minister has remained steadfast in getting the fiscal 
house of the state in order. Speaking broadly of tax 
increases, Minister Mboweni says these will be “kept to 
a minimum as we stabilise our public finances”.  



Highlights

• The consolidated budget deficit is estimated at 14% for 2020/21: Revenue of 
R1 362 billion versus an expenditure of R2 052 billion. 

• The Government expects to collect tax revenue of R1 365 billion in 2020/21. 

• Real GDP is expected to grow at 3.3% in 2021 and 2.2% in 2022. 

• Gross debt has increased from 65.6% to 80.3% of GDP for the year 2020/21. 

• Corporate tax rate to reduce to 27% for tax years beginning 1 April 2022. 

• A massive 47% of annual revenue is spent on paying Government employees, 
the focus of the present year’s budget. 

• Wealthy individuals who have “complex tax arrangements” have been identified 
and may be investigated by SARS from April 2021. 

• “Bracket creep” is eliminated through above-inflationary increases in tax 
brackets, effectively decreasing personal income tax rates.  

• The exemption of foreign remuneration earned by South African tax residents 
remains unchanged. 

Honourable members, getting our 
fiscal house in order is the biggest 
contribution we can make to support 
our Economic Reconstruction and 
Recovery Plan.

OVERALL

FOR CONSUMERS 
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Income tax proposals 

The Income Tax Act curbs the use of structures that shift value between taxpayers 
free of tax. The antivalue shifting rules apply to transactions involving asset-for-
share exchanges. Asset-for-shares base cost rules prescribe that a base cost for 
assets acquired by a company in exchange for its shares be equal to the sum 
of the market value of the shares it issued and the amount of the capital gain 
triggered by the application of the anti-value shifting rule to ensure that there is 
no double taxation on the future disposal of the assets. 

In addition to the early disposal anti-avoidance rules outlined above, the intra-
group transaction rules  contain de-grouping anti-avoidance rules, which apply 
when the acquirer and the party disposing of an asset in terms of an intra-group 
transaction cease to form part of the same group of companies within six years 
of the transaction. The de-grouping anti-avoidance rules apply to reverse the tax 
benefit that was obtained in terms of the intra-group transaction by triggering the 
greatest capital gain, gross income, or taxable income that would have arisen 
between the date of the intra-group transaction and the date of de-grouping. 
Because both of these anti-avoidance rules apply to reverse the deferred tax 
benefit of an intra-group transaction, it is proposed that changes be made to the 
tax legislation so that when one of the anti-avoidance rules applies in respect of 
an asset, the other will not subsequently apply. 

National Treasury has determined that the incentive has not adequately achieved 
its objectives. The incentive has instead provided a generous tax deduction to 
wealthy taxpayers and most support has gone to low-risk ventures that would 
have attracted funding without the incentive. The incentive  will therefore not be 
extended beyond its current sunset date of 30 June 2021. 

REFINING THE INTERACTION BETWEEN  
ANTI-VALUE SHIFTING RULES AND CORPORATE 
REORGANISATION RULES 

CLARIFYING THE INTERACTION BETWEEN EARLY 
DISPOSAL ANTI-AVOIDANCE RULES AND  
DE-GROUPING ANTI-AVOIDANCE RULES IN  
INTRA-GROUP TRANSACTIONS 

REVIEWING THE VENTURE CAPITAL COMPANY TAX 
INCENTIVE REGIME 
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Value-added tax proposals

ZERO-RATING OF SUPER FINE MAIZE MEAL 

INTRODUCING MEASURES TO ADDRESS  
UNDUE VAT REFUNDS ON GOLD 

VAT TREATMENT OF TEMPORARY LETTING 
OF RESIDENTIAL IMMOVABLE PROPERTY 

The 2020 Budget Review noted that schemes and malpractice to claim undue VAT refunds have been detected 
in the value chain relating to gold exports. It is proposed that regulations providing for a domestic reverse charge 
mechanism for industry, under section 74(2) of the VAT Act, be issued. It is also proposed that the mechanism be 
included in the VAT Act to deal with such malpractice. Under the  mechanism, a vendor that acquires gold from 
another vendor would declare and pay to SARS the VAT charged on the acquisition. 

Property developers are entitled to deduct input tax on the VAT costs incurred to build residential property for sale. 
However, where the developer is unable to sell the residential property and temporarily leases it out until a buyer is 
found, the developer is required to make an output tax adjustment based on the open market value of the property 
when the property is let for the first time. 

An announcement was made in the 2010 Budget Review to investigate and determine an equitable value and rate 
of claw-back for developers as the current treatment is disproportionate to the exempt  temporary rental income. 
However, no subsequent changes were made to the VAT Act. It is proposed that the VAT Act be amended to resolve 
this matter. 

To align the VAT Act with the Agricultural Products Standards Act, it is proposed that schedule 2 part B of the VAT 
Act be amended to include super fine maize meal in the list of grades of maize meal that qualify for zero rating. 

We owe a lot of people a lot of money.
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When an individual ceases to be a South African tax resident, retirement funds 
are not always subject to withdrawal tax in terms of the Act. At issue is the tax 
treatment of retirement interest when an individual ceases to be a South African 
tax resident but retains his/her investment in a South African retirement fund 
and only withdraws from the retirement fund when he/she dies or retires from 
employment.   

When the individual ceases to be a South African tax resident, the retirement 
fund interest will form part of the assets that are subject to retirement withdrawal 
tax. The individual will be deemed to have withdrawn from the fund on the day 
before he/she ceases to be a South African tax resident. 

APPLYING TAX ON WITHDRAWALS OF RETIREMENT 
INTEREST WHEN AN INDIVIDUAL CEASES TO BE A TAX 
RESIDENT 

Individuals, employment
and savings 

5



The employment tax incentive (ETI) is aimed at reducing the cost of hiring youth 
between the ages of 18 and 29 years old. It allows employers to reduce their 
pay-as-you-earn (PAYE) tax payments to the South African Revenue Service 
(SARS) for the first two years in which they employ qualifying employees with a 
monthly remuneration of less than R6 500, subject to certain limitations. Some 
taxpayers have devised certain schemes using training institutions to claim 
the ETI for students. To counter this abuse, it is proposed that the definition 
of an “employee” be changed in the Employment Tax Incentive Act (2013) to 
specify that work must be performed in terms of an employment contract that 
adheres to record-keeping provisions in accordance with the Basic Conditions of 
Employment Act (1997). These amendments will take effect from 1 March 2021. 

CURBING ABUSE IN THE EMPLOYMENT TAX INCENTIVE 

In light of the large-scale migration to working from home over the past year, 
the National Treasury will review current travel and home office allowances to 
investigate their efficacy, equity in application, simplicity of use, certainty for 
taxpayers, and compatibility with environmental objectives. In recognition of the 
potential effect on salary structuring, this will be a multi-year project, starting with 
consultations during 2021/22. 

REVIEWING TAX PROVISIONS FOR TRAVEL AND 
WORKING FROM HOME 

Today I want to leave you hopeful 
and outline how we will leave this 
economy in better shape for those 
who come after us.
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Customs and Excise 

Section 76(5) of the Customs and Excise Act makes provision for the minimum 
thresholds for the payment of refunds by SARS, which are 50 cents for goods 
imported by post, R5 for goods imported, and R2 in the case of excisable goods. 
In turn, section 47(1) provides for the same minimum thresholds in respect of 
underpayments of customs duties by taxpayers. To ease the administrative 
burden on SARS and taxpayers, it is proposed that these minimum thresholds 
be increased. 

ADJUSTING THE MINIMUM THRESHOLDS FOR 
PAYMENT OF REFUNDS AND UNDERPAYMENTS 
OF DUTIES 
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This is the largest 
tax shortfall on 
record.

Cross-border 
income tax 
and Exchange 
Control 
proposals 

The Act contains provisions in part IV A and part 
IV B for withholding tax on royalties and interest  
respectively. According to the rules dealing with 
withholding tax on interest, no withholding tax 
on interest applies if the foreign person submits 
a declaration that he/she is – in terms of an 
agreement for the avoidance of double taxation 
– exempt from the tax. A similar declaration 
does not exist for withholding tax on royalties. 
To address the anomaly, it is proposed that the 
tax legislation be amended.

CLARIFYING THE RULES 
DEALING WITH WITHHOLDING 
TAX EXEMPTION DECLARATION 
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Administrative proposals 

The information required by law in the receipts 
issued for tax-deductible donations is limited 
and entities issuing the receipts are not 
required to provide third-party data on the 
donations to SARS on a systematic basis. 
SARS has detected that receipts are being 
issued by entities that are not approved to 
do so. To ensure that only valid donations are 
claimed and to enhance SARS’s ability to pre-
populate individuals’ returns, it is proposed 
that the information required in the receipts 
be extended and third-party reporting be 
extended in future to cover the receipts 
issued. 

Taxpayers may approach SARS to regularise 
their tax affairs to avoid criminal prosecution,  
understatement penalties, and certain 
administrative non-compliance penalties. 
The voluntary disclosure provisions will be 
reviewed in 2021 to ensure that they align 
with SARS’s strategic objectives and the 
policy objectives of the programme. 

Provisional taxpayers are required to make 
provisional tax payments within six months 
after the commencement of a year of 
assessment and then again by the end of the 
year of assessment.   

Currently, no provision is made for instances 
where a taxpayer has a short year of 
assessment, whether by reason of death, 
ceasing to be a tax resident, a company being 
incorporated during a year, or a change of a 
company’s financial year. It is proposed that 
a first provisional tax payment and return not 
be required when the duration of a year of 
assessment does not exceed six months. 

TAX-DEDUCTIBLE DONATIONS 

REVIEW OF VOLUNTARY 
DISCLOSURE PROGRAMME 

PROVISIONAL TAXPAYERS WITH 
YEARS OF ASSESSMENT OF 
SIX MONTHS OR SHORTER 
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Rates of tax 

• The following rates remain unchanged: 
• VAT at 15% 
• Dividends withholding tax at 20% 
• All inclusion rates for CGT 
• Interest and royalty withholding tax rates at 15% 

• Corporate income tax has been earmarked to be lowered to 27% for years of assessment 
commencing April 2022. 

• Tax brackets for individuals for 2022 has been increased by 5%. 

All this notwithstanding, Madam Speaker, we 
are not without hope. Our national icon, Nobel 
Laureate Archbishop Emeritus Desmond Tutu 
reminded us that “Hope is being able to see 
that there is light despite all of the darkness.” 
He observed that sometimes we forget that just 
beyond the clouds the sun is shining.
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