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2015/16 tax revenues In the 2015 Medium Term Budget Policy Statement (MTBPS), estimates for 
2015/16 tax revenues were revised downwards by R7.6 billion to R1 073.7 
billion. The major contributors to the downward revision were companies tax 
(R13 billion) and VAT (R3.3 billion), offset to some extent by upward revisions in 
personal income tax (R2.1 billion), dividend withholding tax (R2.5 billion), customs 
duties (R1.1 billion) and other taxes (R2.9 billion). At that time, National Treasury 
estimated real GDP growth for 2015 of 1.5% and for the 2015/16 fiscal year at 
1.2%. Since then, the economy has continued to slow and it is likely that these 
forecasts will prove to be optimistic, with the IMF and Reserve Bank having 
revised their GDP growth forecasts for 2015 downwards to 1.3%.

Revenue collections to December 2015 reflect the slow GDP growth experienced 
in 2015. Unfortunately, revenue collections for the last quarter of 2015 suggest 
that economic growth has slowed further. The revenue collections for November 
and December were particularly poor and it is now apparent that SARS will not 
come close to meeting the revised MTBPS estimate for 2015/16. Based on the 
December 2015 Statement of the National Revenue, Expenditure and Borrowing, 
it is projected that tax collections will fall short of the revised MTBPS estimate by 
at least R12 billion, mainly as a result of underperformance by personal income 
tax and VAT, which are each expected to fall short of the revised estimates by 
approximately R6 billion. Companies tax looks set to come in slightly below the 
revised estimate by about R1 billion. 

Tax revenues estimates

2016 Budget 
predictions
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2016/17 tax revenues The 2015 MTBPS put estimated tax revenues for 2016/17 at R1 164.6 billion, a 
R14.6 billion downward revision from the 2015 Budget estimate. 

GDP growth at that time was forecast at 1.7% for 2016 and 2.1% for the 2016/17 
fiscal year. These forecasts now appear highly unrealistic in light of recent global 
and domestic developments. The IMF has revised its forecast GDP growth for 
2016 downwards by nearly half to 0.7%, the World Bank’s latest forecast is at 
0.8% and the Reserve Bank’s forecast is now at 0.9%. This is likely to translate 
into lower than expected revenue growth for 2016/17, although the lower real 
GDP growth is likely to be offset to some extent by higher than expected inflation 
positively impacting nominal revenue growth. The result is that we expect lower 
than forecast tax revenues, particularly as a result of the significantly lower than 
estimated base off which 2016/17 tax revenues will be generated. 

To this end, we expect estimated tax revenues for 2016/17 to fall by approximately 
R10 billion in the absence of further tax increases. Given the expected shortfall 
in revenue collections for the next fiscal year, it is inevitable that Government will 
have no option but to increase taxes, reduce the expenditure ceiling, or both, in 
order to maintain the path for reduction in the fiscal deficit set out in the MTBPS. 

The expenditure ceiling is under threat as a result of higher than expected inflation, 
particularly bearing in mind that the public service wage increases are set to 
increase by inflation plus 1%. Despite this, we are of the view that Government 
will not increase the expenditure ceiling and will seek to make budget cuts in other 
areas in order to avoid an increase in the expenditure ceiling as a result of higher 
than expected inflation. However, we are of the view that structural increases in 
taxes of approximately R10 billion for 2016/17 will also be needed to make up the 
revenue shortfall. Government will, however, be cautious of the impact that tax 
increases will have on economic growth and consumers already under pressure 
as a result of higher interest rates and inflation. We therefore expect that these 
additional tax revenues will be collected through increased personal income tax 
rates and, possibly, the general fuel levy as discussed below.

Tax revenues estimates
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Corporate tax rates No change is expected in the corporate tax rate of 28%. Although corporate tax 
revenues are expected to continue to be under pressure in 2016/17 due to low 
economic growth, no increases are expected. Any increases would negatively 
impact on the competitiveness of SA’s tax rates (the global trend for corporate tax 
rates is downwards) and would not be in line with the stated intention to promote 
investment-led growth. According to the Paying Taxes 2016 study, SA’s effective 
rate of tax on company profits is significantly above the global and regional 
averages. An increase in corporate tax rates will likely have a negative impact 
on economic growth and investment, as it is the most distortive of all taxes. It is 
therefore expected that any additional tax revenues required will not be derived 
from this source. 

Business
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Personal income tax rates Tax relief is expected to be limited to relief for fiscal drag in the form of increased 
rebates and adjustment of the bands in the tax tables. However, as was done in 
the 2015 Budget, it is possible that the tax rate will be increased by 1% in each 
of the bands, with the exception of the lowest, taking the maximum marginal rate 
of tax to 42%. This change would increase tax revenues by approximately R10 
billion. 

National Health Insurance An NHI white paper was issued in December 2015. Included in the paper are 
various funding options and scenarios for the NHI, including a possible payroll tax, 
surcharge on taxable income, increase in VAT, or combinations thereof. Although 
these scenarios indicate tax increases for 2016/17 in this regard, it is not expected 
that increases to fund the NHI will be introduced in the 2016 Budget. The white 
paper is still subject to comment, which is only due in March, and significant 
further work on the financing of the NHI is required.

Estate duty and donations 
tax

No significant changes are expected in relation to estate duty and donations tax 
at this stage. Nor is it expected that a recurring wealth tax will be introduced in the 
2016 Budget. The Davis Tax Committee has been tasked with researching wealth 
tax further and it would therefore be premature to announce any significant policy 
changes at this stage.

Individuals
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Withholding tax on service 
fees

The withholding tax on service fees has been further postponed to 1 January 
2017. It is expected that the repeal of this tax will be announced in the 2016 
Budget. The tax was never intended as a significant revenue raiser and the primary 
purpose behind its introduction was to collect information on service payments 
to non-residents. Such information is now to be sought through the reporting 
mechanisms contained in the Tax Administration Act.

Base Erosion and Profit 
Shifting (BEPS)

The final BEPS reports were issued by the OECD in October 2015, although 
further work continues. The focus has now shifted to implementation and some 
developments can be expected to be announced in the 2016 Budget. These 
include the introduction of compulsory country-by-country reporting and transfer 
pricing documentation. South Africa is also a participant in the negotiations for the 
conclusion of a multilateral treaty to amend multiple double tax treaties to bring 
these in line with the BEPS recommendations.

No significant changes are expected to domestic law in 2016, although we may 
see some indication that further consideration will be given to refinement of 
interest deduction limitations and hybrid rules.

Business
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VAT rates No changes are expected to the VAT rate in the 2016 Budget. Although there 
is arguably scope to increase SA’s VAT rate given the relatively low rate by 
international standards and the growing trend to indirect taxes as a source of 
tax revenue globally, an increase in the VAT rate is unlikely at this stage given the 
political sensitivity thereof and the perceived regressivity of VAT. As indicated in 
the MTBPS, it is likely that any VAT increase will only take place in the medium 
term if tax increases are required to fund certain elements of the National 
Development Plan, such as the NHI.
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Securities transfer taxes One possibility available to Government to obtain additional tax revenues would 
be to increase the securities transfer tax rate from its current level of 0.25%. 
Doubling this rate would raise additional tax revenues of at least R4.5 billion. 
However, the distortionary implications of any such increase on stock markets 
would require careful consideration. Nevertheless, it is an enticing option to 
Treasury should it need to close a small funding gap.

Carbon tax An update is expected to be given on the proposed introduction of carbon tax. 
It is not expected that the carbon tax will be introduced before 2017, at the 
earliest. While a draft Carbon Tax Bill was issued for comment in November 2015, 
consultations continue with both Government and the Davis Tax Committee. 

Other environmental taxes Other environmental taxes such as the plastic bag levy and incandescent light 
bulb levy and vehicle emissions tax were last increased in 2013. Although the 
revenues raised from these taxes are relatively small, they constitute a soft area for 
the raising of additional tax revenues and it is possible that further increases in the 
tax rates will be introduced in 2016.

The electricity levy is not expected to be changed in 2016 given the proposed 
reduction of this tax when the carbon tax is introduced, and the already high cost 
of electricity.

Fuel levies The general fuel levy was increased significantly by 30.5c/l in 2015 as one of 
the means of raising additional tax revenues. Given the need for additional tax 
revenues and that the retail price of petrol is only slightly above the price it was 
at in February 2013 and diesel prices at levels last seen in 2011, we foresee a 
strong possibility that the general fuel levy could again be used as a mechanism 
to raise additional tax revenues. An inflationary increase in the general fuel levy 
of approximately 15c/l is a given. However, we foresee that the general fuel levy 
could be increased by as much as 30c/l, which would result in additional tax 
revenues of approximately R6.5 billion.

The Road Accident Fund (RAF) levy was increased by 50c/l in 2015 in order to 
support the RAF, an increase of nearly 50%. The RAF continues to experience 
cash shortfalls and further increases in the RAF levy are therefore expected. An 
inflationary increase would amount to approximately 10c/l. However, it is expected 
that the increase is likely to exceed this and an increase of 20c/l would not be 
surprising, particularly given the delays in the introduction of the Road Accident 
Benefit Scheme.

Excise duties Excise duties on tobacco and alcohol are a perennial soft target for increased 
taxes. Smokers and drinkers can expect to see above-inflation increases in these 
taxes. Sugar taxes are becoming increasingly popular globally as a means of 
reducing obesity and raising revenue from a negative externality. The 2016 Budget 
may well contain an indication that the possible introduction of such a tax is to be 
investigated. However, the introduction of a sugar tax is not expected in the short 
term.

Transfer duties In 2015, substantial changes were made to the transfer duty tax table, decreasing 
effective tax rates for properties of less than R2.3 million and substantially 
increasing the maximum tax rate for properties above this value to 11% from 8%. 
Further changes are unlikely in the 2016 Budget.

Gambling taxes In the 2012 Budget it was announced that a national gambling tax would be 
introduced from 1 April 2013 in the form of a 1% levy on gross gambling revenues 
and that this would also apply to the national lottery. In the 2013 Budget it was 
announced that legislation would be introduced in 2013. In the 2015 Budget it 
was announced that the National Gambling Tax Bill would be processed in 2015. 
To date, no Bill has been finalised in this regard. Given the pressure on revenue 
collections, this is surprising and we expect that the processing of the Bill will now 
be done in 2016.

Indirect taxes
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