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THE SOUTH AFRICAN BUDGET SPEECH 2025

Introduction

Following a delay of three weeks, South African Minister of Finance, Enoch Godongwana, finally delivered his 2025 Budget
Speech on the 12" of March 2025. This speech was originally scheduled for the 19th of February 2025 but was postponed
at the last minute because of objection from members of Government on a proposed increase of 2 percentage points in

the VAT rate to 17 percent.

The compromise reached on the originally planned 2 percentage points increase in VAT was:
e AO0.5 percentage point increase in the VAT rate to 15.5 percent effective from 1 May 2025.
e Afurther 0.5 percentage pointincrease in the VAT rate to 16 percent effective from 1 April 2026.

e Noinflationary adjustments to personal income tax brackets, rebates and medical credits.

As has been the custom for the last number of years, the largest part of the budget speech did not deal with tax issues

but rather various social and funding issues that South Africans are well familiar with.

Tax brackets, rebates and credits

e There will be no adjustments for inflation to personal income tax brackets or rebates.

e There will be no changes to medical credits.

Other taxes, levies and incentives

e There will be no change to the fuel levy.

e There will be above-inflation increases on alcohol and tobacco excise duties.

e The monetary thresholds for transfer duty will be adjusted by 10 percent to compensate for inflation.

e The formula to calculate the employment tax incentive will be adjusted, in part due to adjustments of minimum

wages.
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e The sunset date for the urban development zone tax incentive has been extended to 31 March 2030.

e The future application of the renewable energy allowance will be clarified.

e Various changes to carbon taxes and incentives are proposed.

e A previously announced increase in the health promotion levy on sugary beverages has been cancelled to allow
the sugar industry more time to restructure in response to regional competition.

e Adjustments to the diesel refund scheme that applies to the farming, mining and forestry industries are proposed.

VAT

e From 1 April 2025, zero rating will be extended to include edible offal of sheep, poultry, goats, swine and
bovine animals; specific cuts such as heads, feet, bones and tongues; dairy liquid blend; and tinned and bottled
vegetables.

e Changes to the VAT treatment of goods purchased online will be considered as many offshore suppliers of these

goods are not registered for VAT.

Tax treaty network

e Government aims to expand South Africa’s tax treaty network and renegotiate some existing treaties to
strengthen economic and trade relations, prevent double taxation and tax abuse, and enhance regional

cooperation.

Foreign pensions

e Dueto possible double non-taxation, itis proposed that changes be made to the rules that currently exempt lump
sums, pensions and annuities received by South African residents from foreign retirement funds for previous

employment outside South Africa.
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The flow-through taxation of trusts and their beneficiaries

e |n 2023 amendments were made to the rules relating to the taxation of trusts and their beneficiaries by limiting
the flow-through principle to resident beneficiaries, resulting in tax being payable in the Trust when distributions
are made to non-resident beneficiaries. Due to the interaction of the deeming rules in section 7 and the flow-
through rules of section 25B of the Income Tax Act, there could be unintended consequences where non-residents

are involved. It is proposed that these aspects be reviewed.

Collective investment schemes (CIS)

e As the law currently stands, investors can transfer shares to CISs on a tax neutral basis. In addition CISs are not
subject to capital gains tax on the disposal of their assets. This regime has been under scrutiny by the legislator

for a number of years and proposed changes on various aspects of CIS taxation are once again proposed.

Additional tax amendments proposed for the upcoming legislative cycle include:

The Budget documentation also include topics which are currently being considered for possible tax law amendment,
with a number of these aimed at closing perceived loopholes. These include:

e As is the case every year, refining the corporate reorganisation rules. Rules applying to asset-for-share
transactions involving listed shares will specifically be addressed.

e Section 20A of the Income Tax Act deals with so-called anti-hobby legislation. Taxpayers on the highest income
tax bracket are not allowed to offset losses from certain trades against other sources of income. It is proposed to
review the tax rate at which this ring-fencing will apply.

e Clarifying the ordering of set-off of balance of assessed losses relating to policyholder funds of long-term insurers.

e Various proposals relating to interest, including the definition of ‘interest’ and interest limitation rules.

e Widening the rules that apply to exit charges where a foreign company ceases to be a controlled foreign company.

e Refining the high tax exemption that applies to controlled foreign companies to take into account refunds of

foreign taxes.

CONTACT US

If you think we may be able to help you and your family, please contact us for a discussion.

enquiries@stonehagefleming.com | +27 21 301 0800 | + 27 11 544 2900

W [ STONEHAGEFLEMING.COM



mailto:enquiries@stonehagefleming.com
mailto:enquiries@stonehagefleming.com

SOUTH AFRICAN TAX
ADVISORY UPDATE

|2 March 2025

hUA

STONEHAGE
FLEMING

NOW AND FOR FUTURE GENERATIONS

e  Refining provisions which defer exchange difference on debt between related companies. In addition, clarity will

be provided on the classification of debt that is not recognised in the financial statements for financial reporting

purposes.

e Clarifying the meaning of ‘bona fide inadvertent error’ for purposes of understatement penalties.

As always, if you have any queries or would like to discuss the draft legislation in more detail, please contact your

Relationship Manager, or our in-house tax specialists.
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CAPE TOWN

First Floor, North Block
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Cape Town 8001

South Africa

T+27 21 301 0800

Dr Charl du Toit

charl.dutoit@stonehagefleming.com

Paula Bagraim

paula.bagraim@stonehagefleming.com

Rupert Worsdale

rupert.worsdale@stonehagefleming.com

Elana Nel

elana.nel@stonehagefleming.com

Lizanne Mentz

lizanne.mentz@stonehagefleming.com
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Bernie Herberg
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Luan Fouche

luan.fouche@stonehagefleming.com

Divan van Heerden

divan.vanheerden@stonehagefleming.com

If you think we may be able to help you and your family, please contact us for a discussion.

enquiries@stonehagefleming.com | +27 21 301 0800 | + 27 11 544 2900

W [ STONEHAGEFLEMING.COM



mailto:enquiries@stonehagefleming.com
mailto:enquiries@stonehagefleming.com
mailto:charl.dutoit@stonehagefleming.com
mailto:paula.bagraim@stonehagefleming.com
mailto:rupert.worsdale@stonehagefleming.com
mailto:elana.nel@stonehagefleming.com
mailto:lizanne.mentz@stonehagefleming.com
mailto:bernie.herberg@stonehagefleming.com
mailto:luan.fouche@stonehagefleming.com
mailto:divan.vanheerden@stonehagefleming.com

SOUTH AFRICAN TAX VA
ADVISORY UPDATE STONEHAGE

FLEMING

|2 March 2025 NOW AND FOR FUTURE GENERATIONS

Disclaimer

This document has been prepared for information only. Draft laws and regulations contained herein are subject
to change and may differ from the final version. Accordingly, this document may not be relied upon as a statement
of the law or regulatory requirements, or as an indication of policy. No information provided herein may in any
way be construed as advice. Professional advice must be sought before any action is taken based on the
information provided herein. The distribution or possession of this document in certain jurisdictions may be
restricted by law or other regulatory requirements. Persons into whose possession this document comes should
inform themselves about and observe any applicable legal and regulatory requirements in relation to the
distribution into, or possession of this information, in that jurisdiction. This document has been approved for
issue in South Africa by Stonehage Fleming Financial Services (Pty) Ltd, an authorised Financial Services Provider

(FSP No. 9587). © Copyright Stonehage Fleming 2025. All rights reserved.

CONTACT US

If you think we may be able to help you and your family, please contact us for a discussion.

enquiries@stonehagefleming.com | +27 21 301 0800 | + 27 11 544 2900

W [ STONEHAGEFLEMING.COM



mailto:enquiries@stonehagefleming.com
mailto:enquiries@stonehagefleming.com

SOUTH AFRICAN TAX VA
ADVISORY UPDATE STONEHAGE

FLEMING

|2 March 2025 NOW AND FOR FUTURE GENERATIONS

CONTACT US

If you think we may be able to help you and your family, please contact us for a discussion.

enquiries@stonehagefleming.com | +27 21 301 0800 | + 27 11 544 2900

W [ STONEHAGEFLEMING.COM



mailto:enquiries@stonehagefleming.com
mailto:enquiries@stonehagefleming.com

