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Agenda

08.0071 09.00 Registration

09.007 10.30 Tax & Legislative update / final IRP5 formats and
information requirements

10.3071 11.00 Tea / Coffee

11.0071T 12.30 e@syFile 7 bulk registrations, forms, transaction year VS
assessment year, Interest & Penalties update

12.307 13.30 Lunch

13.30 71 15.00 PSlber T extracting, auditing, changing, balancing and
upl oading | RP56s

15.0071 15.15 Tea / Coffee

15.157 16.00 e@syFile i downloading, installing, new features,

submitting, basic training
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Tax Year End Workshop 1 Budget Speech

Where did the money come from ?:

Total Collected 589 025
- Tax on income, profits, capital gains 361 520
- Tax on payroll & workforces (eg skills levies) 7 800
- Tax on Property (estate duty, transfers, etc) 8 480

- Tax on goods and services (VAT, Levies, etc) 193 485

- Tax on International trade (import duties, etc) 17 670
- Other (stamp duties, etc) 70
Total 589 025
Plus shortfall 60 000

Total 649 025 PSIQ@
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O Income from Profits (59.89%) 8 Payroll / Workforce (1.13%)

B Properties (1.52%) B Tax on Goods / Services (31.55%)
O International Taxes (3.81%) B Stamps (0.1%)

B Fines / Penalties (0.07%) O Other (SARS income) (1.93%)
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Tax Year End Workshop 1 Budget Speech

Key Elements:

- NB - SARS collection was under by approx 60bn

- Recession was the major factor i VAT down (less trade), Co. Tax
down (reduced profits), PAYE down (low salaries, retrenchments etc).

- In addition T deteriorating / reduced compliancy as a result of recession
- Major focus areas:

- Improve compliance

- Broaden tax base

- Close loopholes

- Caution ! i taxes may increase next year -
PSIber)
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Tax Year End Workshop T Budget Speech

Where is the money going ?:

Total Budgeted Expenditure 906 964
Area / Item Last year This year
- Education (Basic, admin, adult, tertiary) 148 867 165 074
- Health (Hospitals, HIV/Aids, Infrastructure) 97 969 104 640
- Social Protection (welfare, child grants, etc) 126 279 134 267
- Housing/community amenities/Water supply 81614 93194
- Public Order (Police, Courts, Prisons) 78 407 85 615
- Defense 33293 33793
- Economic Affairs (Fuel&Energy, Transport, Agri,) 154 073 154 810
- Environmental Protection 5841 6 198
- Public Services (Home affairs, Int Relations, Legis.) 51 382 52 016
- Debit Services 57 600 71 385
- Contingency 0 6 000
- Total 835 324 906 964
Overall % increase 8.5% PS’Ib\@
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Consolidated Government

Xpenditur

General economic, Other general public

= Executive & legislative
commercial & labour affairs sarvices & finance affairs
R28,6bn  4.2% R25,2bn R16,3bn
Agriculture, 8.2% -6.6%

forestry, fishing

& hunting

R17,1bn

12.3%

General
Environmental

public ) .
protection ':$£V3|c43|3s International relations &
- n
RS '12;," " Economic X

cooperation
. R4,8bn
-12.4%

affairs
R161bn

13.2%

Economic
affairs not

Home
—~ affairs
elsewhere m R5,7bn
classified » 10.9%
R5,3bn <L
-2.6% @

Communication
R3,9bn
-6.6%

D

Contingency reserve
R6bn

—
Mining, manufacturing
& construction
R3,6bn 25.5%
Consolidated
Government Public order

and safety
R907bn
Budget
Tertiary
education

Basic
education
R127bn

11.8%

R85.6bn
9.2%
8.6%
rowth ;
g Law courts Prisons
R12,9bn R16,3bn

6.9% 9:1%
R23,3bn .

12.4% . Community
development (incl.
local government)

R44,1bn
Recreation & culture 20.4%
. R5,8bn -27.8%
Education
administration ‘
R9bn Water
% 4 supply
e R28,7bn
7.7%
FET & adult education
R5,7bn 5.3% o "
Social services Housing
R497,2bn development
R20,4bn
Other grants 9.3% 11.2%
R7,1bn District health
Provincial 18.6% . services
welfare R34,5bn
services 3.1%
R10bn
8.3% Provincial
i hospital
Polic -
oversigyht, HIV / Aids services
grant & Old age &TB R2:1.Zbn
benefits grant R6,5bn 11.2%
administration g R34,1bn 33.1% A / ¥ N )
R10,8bn L - 13.6% \ Administration
0.7% e and other
Child . health
Disability support . . services
grant grant Health infrastructure R18,1bn
R17,4bn R30,9bn R10,8bn 6.2%
3.1% 13.2% 2.6% = "
Social security fund benefits Central hospital services
R18,2bn 0.6%

R13,5bn 4.0%

Note: Consolidated government expenditure in R billion, percentages reflect growth relative to 2009/10 estimated



- Emissions Tax T

- Petrol Tax T

- Social Grants T

How it affects us:

It will be applied to new cars with high emissions

Scale still to be determined (effective Sept 2010)

buy smaller cars (get rid of the 4 X 4 1)

up by 25.5 cents per litre

ai med at Aproppingo up th
Inflation fueling / rise in road transport costs

Old age pensions up by R70 to R1080 p/m

Disability grants up by R70 to R1080 p/m

Child support grants up by R10 to R250 p/m

' Foster care grants up by R10 to R250 p/m PSIb\tﬁ
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Tax Year End Workshop 1 Budget Speech

How it affects us:

- ASi no Ta X Cigarettes up by R1.24 per pack of 20

- Job Creation T

750ml of wine up by 12 cents

. 750ml of spirits up by R2.22

340ml can of beer up by 6.5 cents

R52bn to be spent on job creation schemes

cash re-imbursement for employing youngsters

al med at business, NGOOs,

expansion of public works (good for construction
and associated industries)

PSIber)
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Tax Year End Workshop I Budget Speech

How it affects us:

- Pers. Income tax T R6.5 bn in relief

I BelowR57000p/ a no tax payabl e
was R54 200 last year

| BelowR88528p/ a no tax payabl e
was R84 200 last year

I Earnings above R552 000 will be taxed at marginal
rate of 40% (Marginal Rate remains at 40%)

- Interest I Tax free interest increased to R22 300 (from R21
000)ibel ow 656s and Tax fre

R32 000 (from R30000)T above 650s

I Tax free interest / dividends from a foreign -
source increased from R3 500 to R3 700 PSI&@
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Tax Year End Workshop 1 Budget Speech

How it affects us:

- New tables I More relief to low / less relief to high income earners
I 24.6% goes to the lowest bracket
I 28.8% to the R150k to R250k bracket
I 26.2% to the R250k to R500k bracket
I 20.4% to the above R500k bracket
- Rebates I Primary Rebate is R10 260 (from R9 756)

iSecondary Rebate (over 65
R5 675 (from R 5 400 )

PSIber)
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- Medical Aid T

- Retrenchment T

How it affects us:

Monthly monetary cap from R625 to R670 (each of
the first two beneficiaries)

Monthly monetary cap from R380 to R410 for each
additional beneficiary

The conversion of these deductions into non
refundable tax credits T 1 March 2012

Same calc as prev. year but due for further review

The R30 000 tax exemption to be merged into the
retirement lump sum exemption. Plan is to treat all
retirement and lump sum payments equally

PSIber)
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Tax Year End Workshop T Budget Speech

How it affects us:

- Structuring I More policing / audits will be done
I SARS wants to make tax system more equitable
I Aim is to reduce the potential for tax avoidance
- Car/Travel i 80% of allowance is now taxable
i No modeemedd Kk mo s
iANo | o-qubbreliefkt ax due on ass
i Default rate per km still R2.92 (less than 8 000)

PSIber)
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Tax Year End Workshop I Budget Speech

How it affects us:

- Car Benefits;

I Rules will be tightened up as a result of new
demand. Aimed at limiting abuse of car benefits

I Increase in the deemed monthly taxable value
(ie the 2.5% of the car value)

I Tip 17 make sure the base calc to determine the
Adetermined valueo is correct
finance charges

I Tip 271 factor in when you received the car T ie beginning
of month, middle of month, end of month. Could be
significant

I Tip 3 - sometimes its better to take the car in the new year
I le has depreciated in value as its now a year older

€ anywhere, anytime, always online
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Tax Year End Workshop T Budget Speech

How it affects us:

- Penalties I SARS has been given less discretion (ie to
Impose / to increase / to reduce)

I Penalties will soon be dependent of severity of
iIssue / monetary value (ie sliding scale)

I Process now automated - 250 000 penalties for
late / no return auto generated by system in 2009.

- Interest I Charged at 10.5% p/a

I Very difficult to get SARS to credit interest
accrued on an outstanding amount

i Their view I s nAnwho had us
SARS can only squeeze so much out of a compliant taxpayer i hence PSIQ@

th%vgj&vg ntpi WLJd(,en taX net and force Compllance ” Total Payroll & HR Solutions
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A note about Avoidance & Evasion

A thin blue line !:

- Perfectly legal to avoid paying tax i ie deal structuring, package
structuring, nspeci al pur pose vehi
fringe benefit, etc. designed to minimise or delay tax obligations.

- Perfectly illegal to evade paying tax 7 ie false VAT invoices, round
tripping to avoid paying VAT but then claiming it when goods are on
sold.

- Anything done outside of tax law is illegal and can often lead to a
criminal offence T no matter how big or small. SARS has the sole
right to determine the legal process.

- It will backfire somewhere T with amnesties etc you will be fingered
by someone who wants to protect himself (ie in return for leniency) fs
SIETy
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Tax Year End Workshop 1 Budget Speech

How it affects us:
Provisional tax
- Now auto generated on a much larger scale/frequency
- Rigorous pursuing from SARS i they want their money !

- More scrutiny around Nil Returns i they want more accurate
estimates

- Immediate penalties & interest from day one
- If you overpay I SARS pays you 6.5% interest
- If you pay late SARS charges you 10.5% interest

- SARS view iIis that nthey are not
dues on time.
Remember 1 they had a shortfall of 60bn last year, so they will be ~
o | PSIter)
chasing in a big way this year !! ‘

€ anywhere, anytime, always online é. Total Payroll & HR Solutions
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Tax Year End Workshop 1 Budget Speech

How it affects us:

- Still 3 million outstanding returns from previous years
- More audits T 1000 new recruits over next two years
- Massive boost expected in enforcement measures
- Search & Seizure mechanism 1 new law from 2011
- New initiatives include:
- Online/Kiosk type self service
- New digitisation mechanisms and upgraded technology

- Improved data mining, interrogation & analysis

SARS starting t hieethos#hargarin maoré thdm &7mil p/a or have
o ) . .
more than R7 mil in assets T REGULAR AUDITS !! PSIb\lﬁ
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Tax Year End Workshop I Budget Speech

How it affects us:

- Grace period of 12monthsT it o come <cl eano

- Must declare previously undisclosed income / foreign bank accounts (if
SARS doesndot already know about it

- Possible wavering of penalties & interest T but outstanding amount
must be paid immediately on assessment

- No Aamnestyo i1 e taxpayers stil]l h a
and there Iis no guarantee that SARFR
SARS hopes there i1 s suf ficompdanttaxpayarsct@aome v e 0

clean !!

PSIber)
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Tax Year End Workshop 1 Budget Speech

What hasndét changed:

- Interest Free or Low Interest Loans to Employees.
- Employer owned vehicles.

- Travelling Allowance i Rate Table.

- Donations still at 10%.

- Pension Fund and Pension Fund Arrears contributions i greater of
7.5% or R1750 and R1800 respectively.

- RA and RA arrears contributions T 15% of taxable inc or R3500 and
R1800 respectively.

- Capital Gains i no changes.
PSIber)
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How it affects us T payroll specific:

SITE

SITE - to be done away with as next year the R57 000 tax exempt
limit (current) will, when increased, reach the current R60 000 ceiling
for SITE tax

|l t 6s original pur pose was to | i mit
that had to be done annually i to free up skilled resources to focus
on the more complicated returns / assessments

No more need for this system as it will soon be mandatory for
everyone to be registered as a taxpayer.

Low income earners with multiple sources of income will be reviewed
to see how they will fit in to the system

Empl oyers nobligationo to regiPS[b@

anytime, always online €. Total Payroll & HR Solutions
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How it affects us T payroll specific:

Travel Allowance
- Change this code to reflect 80% taxable if not using standard feature

- If using electronic log book make sure employee updates otherwise
no tax relief will be given - ie the remaining 20% becomes taxable

- Default rate of R2.92 has not changed

- Travel Allowance is becoming less attractive and not really
worthwhile any more

- If logbook is kept consider changing to re-imbursement for kilometers
travelled 7 less admin and a saving on UIF and SDL

PSIber)

€ anywhere, anytime, always online é. Total Payroll & HR Solutions
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How it affects us T payroll specific:

Residential Accommodation
- Fringe Benefit to be included in gross income (ie before tax)
- Calculated as the greater of :
- the cost to employer
- a result of a predetermined formula
- Formula ((A-B) X (C/100) X (D/12)) applies where the accom. is:
- owned by the employer;
- 0or an associated institution;

- under certain limited conditions, where it is not actually

owned by the employer. -
PSIber)

Total Payroll & HR Solutions

- B (ie R54 200) currently being reviewed
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Tax Year End Workshop 1 Budget Speech

How it affects us T payroll specific:

Subsistence Allowance
- Current rate (for travel within SA) is:
- R85 p/d for incidental costs only
- R276 p/d for meals and incidental costs
- For travel outside SA new rate table per country (200) was introduced

- Rate was prescribed 1 hnocubngont r y6s o
overnight flights

- Employers choice on conversion rate:
- either at time of advance or,

- at time of reimbursement -
PSIver)
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Tax Year End Workshop 1 Budget Speech

How it affects us T payroll specific:
UIF

- No change in contribution percentage

- New definition of ID document:

Al dentity document @goded®R&Mand nan-REA di ¢
identity (card) document or a RSA bar coded passport and includes
valid foreign identity documents and passports

- Not sure why (card) is inserted i maybe something on the cards we
dondt know about !

- Foreigners and their dependents can now claim benefits which they
werenot allowed to do i n the past

- The issue with deduction UIF (weekly) is a 5 week months is still -
not resolved PSIb\@
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How it affects us T payroll specific:

RAO S, |l nsurance and Medi ca

- Insurance packages will be taxed fully (monthly) as a fringe benefit.
Change your deduction code rule to make sure this is added in for

tax purposes,

- Medical Aid i change the cap amounts if you are using codes/tables
other than the statutory ones we supply as a standard.

Remember:

- the full amount paid by the employer is taxable as a fringe
benefit

- taxable benefit may not be reduced by the cap amount ~
y y P PSIber)
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How it affects us T payroll specific:
Medical Aid example:

The employer pays 100% of the total monthly contribution (eg R3 200) to the
medical scheme. The number of beneficiaries covered by the employees
membership is 4 (eg capped amount is R1340+R410+R410 = ). The
employee earns R25 000 P/M.

Calculation of taxable inc. Code Amount

Salary 3601 25 000

Medical aid Fringe benefit 3810 3 200
3696 28 200

Less : Medical scheme contribution
(limited to cap amount)
Taxable Remuneration 26 040

PSIber)

€ anywhere, anytime, always online é. Total Payroll & HR Solutions
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How it affects us T payroll specific:
Medical Aid example:

The employer pays 100% of the total monthly contribution (eg R3 200) to the
medical scheme. The number of beneficiaries covered by the employees

membership is 4 (eg capped amount is R1340+R410+R410 =R2160). The
employee earns R25 000 P/M.

IRP5 Detail (2010) Code Amount
Salary 3601 25000
Medical aid Fringe benefit 3810 3 200

Empl oyeebs Medi cal Sd00 me32@o nt r .
Empl oyer 6s Medi cal S d4iide me32@o nt r .

PSIber)
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How it affects us T payroll specific:
Medical Aid example:

The employer pays 60% (ie R1 920) of the total monthly contribution (eg R3 200)
to the medical scheme and the employee pays 40% (ie R1 280). The number of
beneficiaries covered by the employees membership is 4 (eg capped amount is

R1340+R410+R410 = ). The employee earns R25 000 P/M.
Calculation of taxable inc. Code Amount
Salary 3601 25000
Medical aid Fringe benefit 3810 1 920
3696 26 920

Less : Medical scheme contribution
(limited to cap amount)
Taxable Remuneration 24 760

PSIber)

€ anywhere, anytime, always online é. Total Payroll & HR Solutions
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How it affects us T payroll specific:
Medical Aid example:

The employer pays 60% (ie R1 920) of the total monthly contribution (eg R3 200)
to the medical scheme and the employee pays 40% (ie R1 280). The number of
beneficiaries covered by the employees membership is 4 (eg capped amount is

R1340+R410+R410 = ). The employee earns R25 000 P/M.
IRP5 Detail (2010) Code Amount
Salary 3601 25000
Medical aid Fringe benefit 3810 1 920

Empl oyeebs Medi cal Sd00 me32@o nt r .
Empl oyer 6s Medi cal S d4iie melO9%o nt r .

PSIber)
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How it affects us T payroll specific:

RAO S, | nsurance and Medi ca
- R A G ghe old way:

- the employee enters into the agreement with the
institution/company i law states that the policy owner has to pay

- the employer pays the RA contribution on behalf of the
employee (after seeing relevant proof of membership !)

- the payment is taxed as a fringe benefit (this is the law) as it is
seen by SARS as a npayment of an

- the employee gets the tax benefit monthly (ie reduced taxable
income) which was, according to tax law, illegal

-t he employee (i f deduction not ﬁ/gc
payment as a tax deduction i ie legally did not make the payment pﬂq@

€ anywhere, anytime, always online é. Total Payroll & HR Solutions
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Tax Year End Workshop T Budget Speech

How it affects us T payroll specific:

RAO s, | nsurance and Medi ca
- R A & ghe new way:

-t he | aw was challenged and the nda
be correct. However, the law has been amended as it was deemed
t o moetheiway it should beo

- the law now allows for the employer to make the payment on behalf
of the employee and the employee can now legally claim the
deduction at assessment time

- also provides that an employer MUST take the RA contribution into
account when calculating the e mp | o y taxdiabidty (if paid by the
employer)

- the employer has the option to take into account the RA contribution
when calculating employee tax (if paid by the employee direct) PSIlzt';j
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How it affects us T payroll specific:
The New EMP201

- New form to be introduced from April 2010 (ie your March payment)

- Becomes a Remittance (ie payment) Advice as apposed to a
Payment and Liability Declaration as previous

- Still details a breakdown of PAYE, UIF and SDL
- New referencing system to be introduced i pre-populated on form
- Used to link payment with form (ie allocation) i similar to e-Filing
- The new form enables:

- adjustments to previously submitted declarations

- the reallocation of credits

P
- adjustments to current and prior periods PSIb(y
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How it affects us T payroll specific:
The New EMP201

- New form contains:

Additional Employer Details

Details of Declarant (name, position, DOB, email, ID, etc)

Payment Declaration T no cents

Payment Reference 7 auto generated

Payment Period

- Payment profile on e-Filing to change ie allow for different roles re
capture, submit and payments

- Al'l ows for the | ong awaited Aconsdc

- User managed AClearing AccouniPSIb\@
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How it affects us T payroll specific:
The New EMP201

- Changing a payment declaration (increase or decrease):

- Manually i hand in a second EMP201 with same Ref No.
Insert full amount (ie not difference). Previous is replaced

- e-Filing 7 edit previous with full amount and submit again

- Reallocating an over/under declaration:

- Submit new EMP201 with ref no corresponding to period you
want to change.

- Submit additional EMP201 with new ref no and increased amt

PSIber)
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or normal and additional
payments to SARS

New Ref No Window



