MINUTES OF SACCI/BUSA TAXATION COMMITTEE MEETING THAT WAS HELD AT THE BUSA OFFICES, 1ST FLOOR, 3 GWEN LANE, SANDTON, AT 14H00 ON TUESDAY, 23 FEBRUARY 2010
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1. WELCOME AND APOLOGIES
The Chairman welcomed members to the meeting. He extended a warm welcome to Mr I Marsberg of ABSA Capital who would address the meeting on the Budget that had been tabled in the National Assembly on 17 February.
The apologies as listed above were noted.
2. CONFIRMATION OF THE MINUTES OF THE PREVIOUS MEETING.
The Minutes of the meeting held on 17 November, 2009, having been previously circulated were taken as read and confirmed as an accurate record of the proceedings. 
3. CONFIRMATION OF AND ADDITIONS TO THE AGENDA.
There were no additions to the Agenda and it was accepted without amendment. 
4. NATIONAL BUDGET
The Chairperson invited Mr Ian Marsberg, Senior Economist, ABSA Capital, to address the members on the National Budget that the Minister of Finance had presented in Parliament on Wednesday 17 February 2010. A copy of the Mr Marsberg’s PowerPoint presentation will be circulated once it is received. The following areas were highlighted:
· Europe was still experiencing problems and recovery from the global downturn was slow. Greece’s national debt was 113% of GDP, and was expected to increase further. The options that Greece had to remedy the situation were to cut spending, particularly on social services, raise taxes and/or borrowing. Each of these options posed problems for growth. 
· South Africa was probably out of the recession. Interest rate cuts had helped the recovery, but there was still a measure of uncertainty. The country was experiencing debt reduction rather than increased consumption.  House prices had increased to levels in line with or even higher than those before the crisis. There had been weak but positive improvements in durables and semi-durables. However, problems relating to labour persisted and households would be slow to recover. 

· The GDP figures that had been published that morning showed an improvement with the greatest increase in manufacturing. The Purchasing Managers’ Index (PMI) had also shown an improvement – there had been an increase in orders and inventories were recovering. This was in line with global trends. Investor confidence had bottomed and was now on the up. Electricity consumption had also increased. 

· South Africa needed to improve its infrastructure. The broader public spend of R846 billion over the next three years was welcomed as being necessary.  The increase in spend from 4,5% to 10% of GDP would sustain investment and lift growth. Regrettably a large proportion of the infrastructure spend relied on imports. In the case of power stations, 60% of the build programme was import dependent. However, private sector investment in infrastructure amounted to only70% of the total public sector spend. It would have a small impact on growth into 2011. 
· Inflation pressures remained problematic, particularly increases in administered prices. Structural problems made it difficult to cut interest rates. An increase in interest rates could be expected towards the end of the year. In the USA interest rates had been reduced to 0% and those of the Bank of England were the lowest since 1694. Normalisation would have to take place slowly. 
· The deficit of 7% in the South African budget was due to lower tax revenues resulting from the global downturn. The tax burden continued to increase, but was still manageable. However, it could dampen growth. There appeared to be a stronger move towards consumption taxes. While there was no change in personal taxes bracket creep would be felt. The Rand, driven by global forces, continued to be strong, but appeared to be at the correct level.  

Mr Marsberg concluded his address by stating that growth in 2011 would be stronger.
A brief question and answer session ensued, after which the Chairperson thanked Mr Marsberg who then took his leave of the meeting. 
4. MATTERS ARISING FROM THE MINUTES NOT APPEARING ELSEWHERE ON THE AGENDA.
4.1. Annexure C

The Chairperson referred to the inputs that the Committee had made in respect of Annexure C to the Budget that had been considered at a working group meeting that had taken place on 29 October and which had been circulated with Agenda for the meeting held on 17 November 2009. He advised that amending legislation would be available at a later stage, before the World Cup. He undertook to keep the Committee advised of developments and would circulate the proposals as soon as they were available. Regarding the still to be published Taxations Laws amendment Bill he believed that it would best to defer the preparation of comments until the proposals were received.  Comment on the proposed legislation was more important than commenting on the Budget itself.  The comments on the Draft Taxation Administration Bill and on the proposed legislation on the Budget should be considered as a whole. Noted.
4.2.
Green Taxes

The fear was expressed that the so called “green taxes” would merely be additional taxes. 
5. DRAFT TAXATION ADMINISTRATION BILL.
It was reported and noted that no comments on the Draft Taxation Administration Bill had been received from members. Responses had to be submitted by 26 February. Members were requested to submit any views and comments to the Secretary by Thursday 25 February. Broad inputs should be provided for submission on 26 February, with detailed comments on the technical aspects to follow at a later stage.

It was further reported that the Institute of Tax Practitioners had been concerned about the significant powers that the legislation would give to SARS. Concern was expressed about when an audit would allow SARS to invoke proceedings relating to tax evasion.  It was felt that audits for tax evasion should be conducted in the same manner as any other audit. There was a need to “clean up” the technical issues. The introduction of a Tax Ombud was to be supported. It was felt that the Taxation Administration Act should include all aspects of taxation, including those relating to customs.
It was agreed that the BUSA inputs to NEDLAC on the Draft Customs Control and Draft Customs Duty Bills be circulated to members. Copy attached.
6. COMPANIES LEGISLATION – EXPOSURE DRAFT 2009 -2.
At the previous meeting it was reported that BUSA and SAICA were considering the Companies Act with specific reference to the company rescue provisions. It was reported and noted that some areas had to be corrected. The dti would host a workshop the following week. Problems identified related to the following areas:

· Insolvency and rescue provisions.

· Personal liability of directors.

· No fault liability.

BUSA was working with a number of institutions in an attempt to resolve the issues.  
The Chairperson pointed out that there were a number of areas in the Companies Act that had a bearing on the Draft Tax Administration Bill that had to be addressed.  BUSA undertook to ask SAICA to do a presentation to the committee on the tax implications of the Companies Act at the next meeting of the Committee.
It was noted that the rectification bill would have to be subjected to a renewed Parliamentary process.

7. Issues Relating to National Treasury
7.1 Meetings with National Treasury and SARS

It was reported and noted that should members have amendments that they wished to have included in Annexure C for the 2011 Budget, they had to be considered during 2010. In this regard it was considered necessary to convene meetings with National Treasury and SARS during April 2010. The meetings should take place during the morning, and thereafter issues raised should be taken forward for inclusion in the 2011 budget. Policy issues were to be raised with National Treasury and practical issues with SARS. 
7.2. Issues Arising from the Meeting with National Treasury
The Report on the meeting with National Treasury was circulated on 15 October 2009.  Outstanding issues from the meeting held on 17 November 2009 included:

7.2.1.
Retirement Lump Sum Benefits

It was reported and noted that no response had been received to the letter that had been sent to SARS on retirement lump sum benefits. A reminder had been sent. 

7.2.2. Workshop on Corporate Law Reform

It was reported and noted that Treasury had not convened the promised workshop on corporate law reform. A reminder had been sent. 
7.2.3. Meeting on Royalty Legislation

It was reported and noted that the promised meeting on royalty legislation had not yet been scheduled.
7.2.4. VAT e-Invoicing

It was reported and noted that the issue of VAT e-Invoicing had been taken up with SARS and a response had not been received. A reminder had been sent, but there had still not been a response. The Chairperson undertook to discuss the issue with SAICA. 
7.2.5.
Gross Income - Section 8 of the Income Tax Act

At the previous meeting it was reported that more information was awaited from Ms Liesl Kruger on the inclusion of “Gross Income” in Section 8 of the Income Tax Act. As Ms Kruger had apologized for not attending the meeting it was agreed to hold the matter over to the next meeting. 
7.2.6. Practice on Divorce Orders

It was reported and noted that a note had been sent to National Treasury and SARS requesting that they communicate their practice on divorce orders in writing. A reminder had been sent, but no response had been received.

8. Submissions to SARS
8.1. Penalties for late Filing of Income Tax Returns
It was reported that SARS had been requested to delay the implementation of penalties for late filing of income tax returns. Mr Klingon had responded as follows:

“Although I note your concern, the ongoing considerable non-submission of returns is unacceptable. SARS has therefore with effect from 01 January 2010 introduced the new administrative penalty regime for the worst offenders. “

8.2. Cessation of Acceptance of Cash at Certain SARS Offices.
It was reported and noted that no response had been received to the advice that had been sent to SARS that cash was legal tender and SARS was therefore obliged to accept it if offered by a client.. 

9. VAT Exemptions for Foreign Businesses
It was reported and noted that National Treasury had been reminded that it had not responded to the committee’s proposals concerning VAT exemptions for foreign business that had been submitted in October 2008. It was understood that the VAT experts would pursue the issue.
10. Work Programme for 2010
It was noted that the outcomes of the proposed meetings with National Treasury and SARS would largely determine the work programme of the Committee for 2010. It was anticipated that two meetings be held with National Treasury and SARS during the year with a possible third meeting on Annexure C with National Treasury towards the end of the year. If necessary, a meeting of the Committee would be convened before the one scheduled for May.  
11. General
11.1 BUSA Econpol

Members were requested to provide a view on the introduction of a tax to fund development of youth and social security. Proposals tabled had included the imposition of a tax on employers and alternatively on employees. The chairperson requested a meeting with BUSA to determine an appropriate approach. The Taxation Committee would require a paper from Econpol on which it could debate.  While it was felt that an additional tax was not affordable, there appeared to be no alternative. It was noted that the only system that seemed to working satisfactorily was that in the United Kingdom.
It was noted that government paper was expected by June. Comment on it would be prepared when appropriate.
12. Date of Next Meeting
11 May 2010

Further meetings are scheduled for:

10 August 2010 and

09 November 2010
Meetings with National treasury and SARS would be convened for April.
13. Closure 
There being no further business, the Chairperson thanked members for attending and closed the meeting.
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