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Objective of the

* Encourage R&D spen
broader government

- National R&D strategy adopt
spending as % GDP of 1% ; inc

- R&D in engineering, medical

R&D - Bas

e Operational/ Current expenses

- Expenditure deductible by taxpa
R&D activities to be undertake
scientific or technological natur
and inventions

- Depreciation allowance R&D rela




e R&D to be incentivised:

- The incentive is only for no
® Deductions not allowed:

- To promote spending on genui
will not be allowed as a deducti

R&D -

* Taxpayer reporting

- For monitoring purposes,

additional information to th
(the type of information, f
determined by the DST)




Employee

e Background
- A key challenge facing South
between employer needs and

- Employees can also receive t
under certain conditions

SME Relief -

« A special withholding tax regim
discourage employees from artif
through corporate entities (Pers
order to reduce their tax liabilit

“incorporated” salaried employ

(corporate) tax rate)




SME Relief - PS

e Companies/trusts are subject to
withholding if they qualify as a
e PSE status no longer exists mer

- The client controls and supervis
work (unless the work must be
client’s premises)

SME Relief - Personal Se
(Contin

e Easing the Onus of Proof :

- Clients of SMEs can be relievi
responsibility by good faith r
that the SME is not a PSE

= Added Deductions :
- PSEs can now deduct more t




Co-oper

= Background
- Co-ops allow various parties (i.e. m
- Co-ops come in many forms: consu
agricultural, banking, worker, etc...
- In 2005, the DTI enacted the new C
€0-0ps
* |ssues

Oil & Gas

= South Africa currently o
energy needs from the

- Imported crude

- Coal-to-liquids

- Gas-to-liquids




Oil & Gas - Curren

= South Africa has maintained a spe
regime for oil and gas exploration
OP 26 agreements) for over 30 ye

= The purpose of OP 26 was to crea
for potential investors - to encour
limited known oil and gas deposi

= OP 26 is set to expire in June 200

Upstream Oil & G
Cover

e The incentive applies t
either:

- Holds or leases oil and g
or

- Engages in oil & gas expl




Upstream Oil &
Rate Ce

e Maximum Corporate Tax

- Rates for domestic oil & gas
29%
- Rates for foreign oil & gas c

« Maximum Dividend Tax R

Upstream Oil &
Enhanced C

e CAPEX:
- Exploration CAPEX receives an

- Production (i.e. extraction) CAl
write off

* CAPEX and OPEX:
- CAPEX and OPEX can be freely




Mining Rehabilitation En
Backgro

* Mining companies must make
provision for environmental
in terms of the Mineral and P
Development Act (2002).

e Methods of financial provisio
aside in a rehabilitation fund

Mining Rehabilitation En
Propos

The list of parties who can make d
rehabilitation funds has been expa
- Holders of mineral rights (current |
- Parties engaged in mining/prospec
- Other parties subject to Commissi
required to pay for rehabilitation
purchase contract)




Retiremen

e (Individual) Retirement Annuity F

- Individual funds cannot be wi
retirement savings

- However, administrative fees

funds themselves) if the fund

- The Minister is given the pow:

the level set by way of Gazett

Public Benefit Organisati

« Since 2001, Government ha
relating to the income tax s

e The current proposed amen
ongoing anomalies:
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PBO Proposal #1

PBO

Business

R 100

PBO Proposal #2

= Foreign PBOs can receive In

possible VAT zero rating) lik

- Foreign PBOs must prov
home country

- Only SA located assets m

the foreign PBO liquidat
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Recreational Clu

Reason for Change

« Clubs currently receive complete ex
few restrictions (as opposed to PBOs
a high degree of conditions)

= The complete exemption for clubs i
with a high degree of disparity betw:

Essence of Proposal
= Recreational clubs will become subj

Recreational Clubs

e Recreational clubs will now bene

exemption (as opposed to a comp

e The exemption generally applies
sharing costs, as follows :

- Membership fees/subscriptio

- Trading activities integral to the
the recovery of cost and do not r

Fundraising activities;
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Regional Electrici

e Restructuring of electricit
involve the transfer of as
and Eskom to REDs

e REDS will be exempt from

Traditional

- Exemption:
- Traditional communities
a date determined by the

13



Grants - Scrap

e Current Law: Government pa
taxable

e Proposal:
- Government payment for
scrapping, etc... (e.g. dise

General Anti-A
The Proce

« Discussion Paper - 3 Nov:

e Public Comment
- Original deadline - 31 Janu
- Extended - 28 February 20

e |nterim Response - 16 Ma
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General Anti-
Pro

* Four factors

- Arrangement
- Tax benefit
- Tax Avoidance sole or main
- Containing a tainted eleme

Reportable

= Disappointing result
- Only 55 arrangemen
- 53 “plain vanilla”
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2010 FIFA World Cu

< All countries who bid for the 2010
sign a number of guarantees rangi
safety and security, etc. Also incl
relating to taxation

e Guarantees Nos. 3 & 4 covers tax

taxes respectively

2010 FIFA World

< The following organizations / indi
related to the 2010 FIFA World Cu
- FIFA & FIFA subsidiaries
- FIFA National Associations
- FIFA - Commercial affiliates
- FIFA - Merchandising partners
FIFA - Licensees
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2010 FIFA Worl

Customs Aspects (Import
e Trading stock for resale s

e Samples of trading stock
Site or re-exported.

= Capital goods, consumabl
materials, not for resale,

2010 FIFA World Cup -

Other Tax Aspects (Guara

Essentially 3 categories
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Wholly Exempt Versus P

Wholly Exempt
e FIFA
e FIFA Subsidiaries

« Participating National
Associations (except SAFA)

2010 FIFA World Cup -

These entities are exempt from
those specified
« Specific exclusions -

- Where match tickets, accom
by any of the wholly exempt
standard rate.

- FIFA is to withhold UIF and S

Embedded taxes, e.g. fuel le
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2010 FIFA World Cup - Pa

e |ntroduction of a “Tax-fre
slide)

« Entities are essentially FIF

* These entities are only ex
VAT on the sale of goods o

2010 FIFA World Cup -

* The most practical way to accommod
U%Lalntees was the subsequent agree
u e!l

* (Goods (consumables and semi-durable:
R2 000 Ber unit) and services sold wit
free bubbles) will be free of income t

related to such sales will not be allow:

purposes
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2010 FIFA Wi
Exempt Non-Residen

< Income derived by non-resi
staging the championship w
income tax.

- FIFA delegation

- Championship referees

- Participating National Associa

2010 FIFA World Cup - T

= However, the following
(resident and non-resid
the Income Tax on inco
connection with staging

20



2010 FIFA World

» Tickets and hospitality se
hotel accommodation) wi
at the standard rate (14%

e Some of the VAT revenue

Employee Issues - B

e The exemption for business
currently set by the Ministe
- One system of allowances for
- One system of allowances for
e The uniform system of rates
is unrealistic because differ
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