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About Nexia SAB&T 

Established in 1994

9 offices throughout South Africa 

8th largest audit firm in South Africa

Over 500 team members

36 directors

Level 1 B-BBEE status
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Our Services
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Budget 2021: South Africa - Recap of 2020 Predictions

Prediction Realised

Service Delivery Issues

More Bailouts

Falling currency

Ratings Downgrade

Increased Debt

Limited Options for Tito

2020 Prediction
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And then……..

And the world as we know it 
changed … 
And everything we thought we 
knew went out the window!!!

COVID 19

• Lockdowns - impacting 
economy

• Job losses
• Support Packages
• UIF - TERS
• Government guaranteed 

loans
• Economic Contraction
• Increased Government Debt
• Emergency Procurement -

PPE
• Pressure on Health system
• Corruption!!!
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And then…
We made more predictions and speculations for the 2021 Budget

Growing budget deficit

• Growing debt / interest burden

Plugging the gap directly:

• Increased taxes for the HNWI

• Introduce Solidarity levy

• Tax all Capital Gains – remove the 
inclusion rate 

Plugging the gap indirectly:

• Increase Sin Taxes - Alcohol and 
Tobacco

• Increase fuel levies

• Increase sugar taxes
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Budget Framework

What are we getting?
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South Africa Ltd
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Where Are We Spending
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Where Are We Spending - Social Services
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Where Are We Spending - Other
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Funding the Spending



13
Funding the Spending
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Individual Tax
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Funding the Spending
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Where is the Tax coming from?

In a recent webinar, Dr Azar Jammine of Econometrix estimated that 5,8% 
of the South African population pay the following:
• 92% of Total Personal Income Tax
• 85% of Total VAT



17
Budget Highlights…….. or Lowlights

• R40bn in anticipated tax increases not materialized

• R13,4 billion tax relief through increase in brackets and rebates

• Increase in medical tax credits = R9 - R13 per month

• COVID Provisional Tax relief - 35% of 2nd payment 2021 deferred to 
September 2021

• Increase in fuel levy - 27cents/litre

• 15c general fuel levy

• 11c RAF levy

• 1c Carbon Tax Levy
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Budget Highlights…….. or Lowlights

• Sin Taxes - alcohol and tobacco -
increase by 8%

• Heated Tobacco included

• Vapes to be taxed

• Environmental taxes

• Plastic bag levy for bio-based 
plastic bags to reduce to 12,5c/bag

• Unemployment Insurance Fund

• UIF contribution ceiling to increase 
to be based on earnings of 
R17 711.58/month
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Budget Highlights…….. or Lowlights

• State Wage bill to be cut through limitation of increases over the next 3 years 

to 2,1%, 0,9% and 0,5%

• Social grants increased by 1,6% or R30/month to R1 890/month

• Venture Capital Company Tax Incentives

• To be discontinued after 30 June 2021

• Work from home

• Travel Allowances and home office expenses to be reviewed

• Improving Compliance - Dedicated Unit to investigate:

• Individuals with complex tax arrangements

• Abuse of Transfer Pricing and Tax base erosion



20
Budget Highlights…….. or Lowlights

• Anti-avoidance rules in respect of Trusts - Section 7C

• Corporate Tax Rate to be reduced by 1% from April 2022
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Trusts – Section 7C

• Background to Section 7C

• Anti-avoidance measures introduced in 2016 effective 1 March 2017

• To peg the growth of personal assets to avoid estate duty

• Mechanics of Section 7C

• Loans granted by a natural person to a trust where the person is connected 
to the trust

• Interest free loans or loans at lower than the official rate of interest

• Interest forgone is deemed to be a donation and taxed at 20%

• R100 000 Donation exemption applies
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Trusts – Section 7C

• Example to Section 7C

• Loan of R10m (interest free) to Trust from connected person

• Official Interest Rate (say 7%)

• Interest forgone = R700 000

• Donations Tax @ 20% = R120 000 [(700 000 - 100 000) X 20%]

• Section 7C Anti avoidance extended

• Loans from companies to Trusts:

• Company grants loan to a trust at the instance of a natural person 
connected to the trust

• Loan to a company whose shares are held by the trust

• At least 20% of the shares of the company 
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Trusts – Section 7C

• Preference Shares issued by company to Trusts

• Preference shares deemed to be a loan

• Dividends received from preference shares deemed to be interest 

• Taxed as donations and subject to donations tax at 20%

• For years of assessments commencing on or after 1 January 2021

• Loan Transfers between trusts

• Founder of one trust is related to one or more beneficiaries of the other 
trust

• Further amendments to Section 7C are proposed to counter these schemes
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Reduction of Corporate Tax Rate

• Proposal to reduce Corporate Tax rate from 28% to 27% in 2022 - from 
2023 year of assessment

• Reduction to be done in a tax neutral manner and will be funded as 
follows:

• Limitation of assessed losses to 80% of Taxable Income

• Limiting the deduction of interest for businesses purposes - proposal is to 
limited net interest deduction to 30% of adjusted taxable income.
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