Business Parliamentary Office 4 June 2009

= @ ) Volume 1, Issue 3
P.O. Box 3867 9 Church Square +27 21465 1633 |
Cape Town 1st Floor Graafs &
8000 Trust Building +27 21461 5470
Cape Town

Parliamentary
Newswatch

In this issue... Contents
This week saw President Jacob Zuma deliver his first State of the Nation Address in The State of the Nation Address -
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and its implications for business.

In Parliament this week.............. 3

This week’s parliamentary business is listed on page 3.

Flowing from the 2009 Budget, forthcoming hearings on National Treasury’s Draft Taxa-
tion Laws Amendment Bills have been announced. Pages 4 and 5 outline the schedule for
the hearings and the procedure for submitting comments, and highlight the substantive
amendments contained in the Bills.

Forthcoming Hearings -

Draft Taxation Laws Amendment

We close with a look at scheduled committee meetings in Parliament next week.



The State of the Nation Address

Implications for Business

President Jacob Zuma’s inaugural state of the nation address suggested a
business as usual approach, with a left-leaning spending agenda and an
emphasis on accountability.

Stating an outright intention to “build a developmental state”, the President
focused largely on outlining government initiatives to counter the economic
downturn, including:

*  Protecting jobs through state subsidised re-skilling of those facing
retrenchment, and support for the work of the Commission for
Conciliation, Mediation and Arbitration

+ The funding of companies in distress through the Industrial
Development Corporation

* Launching a “buy local” campaign

*  Assisting small medium enterprises through government
procurement, licensing and financial support

* Removing the regulatory burden on small businesses

+ Creating a single integrated business registration system

*  Reducing the cost of telecoms through expanded broadband
capacity

+  Establishing a South African Development Partnership Agency to
promote regional and economic integration

Also announced was the development of a “scaled up” Industrial Policy
Action Plan. Currently identified as lead sectors for support are the
automobile, chemicals, metal fabrication, tourism, clothing and textiles, and
forestry sectors.

On job creation, President Zuma spoke repeatedly of the need to create
“decent work”, implying a shift towards the creation of employment for
unskilled rather than skilled workers as was the focus during the Mbeki
administration. Sectors identified for job creation include services, light
manufacturing and construction. The President also indicated that
government, through the Expanded Public Works Programme (EPWP), would
be the key driver of reducing unemployment. Relatively ambitious targets
have been set for the EPWP - 4 million jobs by 2014, including 500 000 jobs
by December 2009. The implementation of affirmative action and Broad-
Based Black Economic Empowerment policies will continue to be promoted.

The task of properly planning and executing the expenditure of R787 billion
allocated in the 2009 budget to infrastructure development has been given to
government’s newly formed Infrastructure Development Cluster. The
emphasis on enhanced management continued with the President
announcing that beginning in July, Cabinet Members would be held
accountable for their performance through the establishment of targets and
output measures. Calling Cabinet Members to account has traditionally been
the prerogative of Parliament; however, though the legislature may question

Opening Parliament

Guided by custom, the State of the
Nation Address forms part of the
ceremony of the opening of
Parliament and is the only formal
speech made by the President in the

National Assembly.

The event is also the only time in the
year when all spheres of government
and state are brought together.
When not prevented by rain, the
procession entering the National
Assembly to hear the presidential
address includes the most senior
representatives of Parliament, the
Executive, the Judiciary, Provincial
and Local Government. The
procession itself is usually flanked by
representatives of civil society and

the youth.

The State of the Nation Address
forms part of a three day event. On
the day after the address, opposition
parties are allowed an opportunity to
reply to the President’s speech and,
on the third day, the President
responds to the points raised by

political parties.



Unpacking the State of the Nation cont.

Ministers, only the President may direct them. Performance management at
Ministerial level has the potential to close the accountability loop and ensure
more focused delivery from government departments.

Overall the President’s plans have the potential to significantly reduce the
cost of doing business in South Africa, to cushion the effects of the global
economic crisis on local industries and to open up new markets on the
continent. However the shift towards entrenching a developmental state may
pose a challenge to business if state spending becomes concentrated on
government driven employment programmes rather than private sector-led

growth and employment. In this environment, forums for dialogue become
increasingly important.

In his State of the Nation Address, President Zuma reiterated his willingness
to engage with the public and stakeholders on matters of mutual concern.
Further discussions on, for example, regional integration and the Industrial
Policy Action Plan will present ideal opportunities for business to work with
government on the shaping of these initiatives.
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This week BPO Parliamentary Liaison The composition of committees was decided on. To view a full list of

Officer Coenraad Bezuidenhout was committee membership, click here.
featured in the Business Day.

s amitells, Fizsss sl missing e The houses chose their representatives to sit on the Judicial Service

the puzzle of parliamentary over- Commission, the Pan African Parliament and to the Southern African
sight, looks at the pros and cons of Parliamentary Forum.

proposed oversight mechanisms in

the Fourth Parliament. The following documents were tabled in Parliament:

- By the Minister of Tourism and the Minister of Water and
Environmental Affairs:
Strategic Plan of the Department of Environmental Affairs and
Tourism for 2009/10 to 2013/14.

- By the Minister of Water and Environmental Affairs:
Business Plan of South African National Parks for 2009/10.

- By the Minister of Tourism:
Strategic Plan of South African Tourism for 2009/10 to 2013/14.

[For copies of these documents please contact the BPO]


http://www.businessday.co.za/Articles/Content.aspx?id=72113
http://www.businessday.co.za/Articles/Content.aspx?id=72113
http://www.businessday.co.za/Articles/Content.aspx?id=72113
http://www.pmg.org.za/node/16331
mailto:lpadayachee@bpo.co.za?subject=Document%20request

Schedule for Hearings

11 June 14:00

National Treasury and SARS will brief
the Committee on the draft
legislation. The BPO will monitor this
meeting and report back in

Parliamentary Newswatch.
18 June 12:00

The deadline for stakeholders
wishing to make oral submissions to
submit their comments to the

Committee .
23-24 June 10:00

Hearings on the draft legislation will
be heard at Parliament at a venue

still to be decided.
26 June

The closing date for other written

submissions on the draft legislation.

Submissions

Comments should be submitted to
both SARS and the Standing

Committee via:

Bradley Viljoen

Secretary to the Standing Committee
on Finance, at:
bviljoen@parliament.gov.za

Tel: 021 403 3759

Fax: 021 403 8204

and

Nomfanelo Mpotulo
National Treasury
nomfanelo.mpotulo@treasury.gov.za

The BPO will be glad to assist business
stakeholders in drafting and submitting
their comments. For assistance please
contact:

Lee Padayachee

BPO Information Services Manager
Ipadayachee@bpo.co.za

Tel: 021 465 1633

Forthcoming Hearings
Draft Taxation Laws Amendment Bills

The Taxation Laws Amendment Bills
incorporate the Revenue Laws
Amendment Bill and the draft bills
published on 19 February 2009 dealing
with rates, thresholds and urgent
matters. The Bills’ substantive
amendments, as identified by Treasury,
are listed below.

The draft 2009 Taxation Laws
Amendment Bills have been published
for public comment before they are
formally tabled in Parliament. To view
the bills click here.

The Standing Committee on Finance
(previously the Portfolio Committee on
Finance) has convened informal hearings
to hear public comments on the draft
bills.

r

The Bills will thereafter be revised by the
National Treasury and presented to the
Committee, before being formally tabled
in Parliament by the Minister of Finance.
For scheduling details consult the
sidebar to the left.

Key tax amendments

Environmental incentives

The Income Tax Act contains two incentives in support of the environment. The sale of
certified emission reductions (also known as carbon emission reductions credits) will
be exempt from income tax. Secondly, businesses will obtain notional deductions for
income tax purposes for energy efficiency savings from certified baselines based on
energy efficiency certificates issued by the National Energy Efficiency Agency.

Note that the implementation of the environmental levy of 2 cents per kWh on elec-
tricity generated from non-renewable resources as announced in 2008 was delayed
and will now take effect on 1 July 2009. The imposition of this levy does not require
any new legislation in these draft bills.

Conversion of the Secondary Tax on Companies to the new Dividends Tax

In 2008, the basic rubric for the new Dividends Tax was enacted. The proposed 2009
legislation contains supporting amendments. These amendments prevent taxpayers
from converting the taxable sale of shares into tax-exempt pre-sale dividends, and
impose the new Dividends Tax in respect of deemed dividends (e.g. loans to con-
nected persons). The legislation also creates an equal playing field for both domestic
and foreign shares listed on the JSE, and hence the 10 per cent charge on dividends
will also apply to foreign shares listed on the JSE.

Learnership tax allowance

The tax incentive to encourage employers to train/up-skill their employees through
registered learnerships or apprenticeships will be streamlined and further enhanced.
If an employee successfully completes a 12 month learnership, his or her employer
will be able to claim an additional deduction of R60 000. This will result in a tax relief
for the employer of R16 800 per employee. Where an employee successfully com-
pletes a three year apprenticeship, the employer will be able to claim an additional
allowance of R180 000 at the end of the third year, resulting in a tax relief of R50 400
per employee. A more generous dispensation applies to employers who train employ-
ees with disabilities, with employers qualifying for a 66.67 per cent higher tax relief
than for that for employees without disabilities.


http://www.treasury.gov.za/public%20comments/Draft%20taxation%20laws.aspx
mailto:bviljoen@parliament.gov.za
mailto:nomfanelo.mpotulo@treasury.gov.za
mailto:lpadayachee@bpo.co.za?subject=Submission%20Assistance%20-%20Draft%20Tax%20Laws

Key amendments cont.

Travel (car) allowances: Repeal of the deemed kilometre method

The deemed kilometre method for deducting travel expenses will be repealed with
effect from 1 March 2010. The repeal of this method will eliminate an unintended
subsidy for commuting by car (a personal expense). Individuals who use their private
vehicles for businesses purposes and who receive a travel (car) allowance will still be
able to claim such expense by maintaining a logbook of business kilometres travelled.
The PAYE system for travel (car) allowances will be adjusted so that 80 per cent of this
allowance will be subject to PAYE. The 80 per cent rule will prevent under-withholding
from taxpayers once the deemed kilometre method is repealed.

Retirement withdrawals

The proposed legislation completes the reform process set in motion in 2008
regarding the taxation of retirement and pre-retirement withdrawal lump sums. Most
of the proposed legislation dealing with lump sum tables and clarification of
anomalies was published in the first batch of draft legislation in February 2009. The
proposed legislation also seeks to simplify the taxation of minor beneficiary funds
subject to regulation by the Financial Services Board, and to clarify the law when
employers legitimately withdraw employer surpluses from retirement funds.

Estate Duty

The proposed amendments seek to assist middle-income families while deterring
Estate Duty avoidance at the upper end. In terms of assisting the middle class, the
proposed amendments allow the R3.5 million deduction from Estate Duty to rollover
from the deceased to a surviving spouse (so that the surviving spouse can use a R7
million deduction amount on death). In terms of anti-avoidance, the rules close a
commonly utilised 1-year usufructory arrangement that artificially seeks to undermine
the value of inherited property.

Provisional tax

In 2008, the provisional tax system was tightened to require 80 per cent accuracy in
respect of the second provisional payment when compared to final assessed taxes
due. Amid concerns that this requirement may not always be possible (especially for
smaller businesses), the 20 per cent penalty will be waived in certain circumstances.

Next Week in Parliament

The Trade and Industry Portfolio Committee is scheduled to meet twice next week to
consider the Department’s budget:

Topic:  Trade and Industry: Five Year Review — Presentation by Research Unit;
Preparatory Meeting on Budget Vote 32

Venue: Old Assembly Chamber, Ground Floor, Old Assembly Wing, 09:30

Date: Tuesday, 9 June

Time: 09:30

Topic:  Briefing by the Department of Trade and Industry on Budget Vote 32
Venue: Committee Room V454, Fourth Floor, Old Assembly Wing

Date: Wednesday, 10 June

Time: 09:00
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