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7. IMPLEMENTATION OF THE REGULATION

The Regulation will be effective from 1 July 2011. While certain funds may not
[9e able to comply fully with the Regulation at that time, earlier implementation
s intended to give funds the space to begin re-equilibriating to the new, more
flexible limits. Those funds that do not expect to meet the compliance deadline
should apply to the Registrar before 31 May 2011. Exemption may be granted
on the basis that the fund can prove its path towards compliance.

It should be noted that only individual retirement policy contracts entered into
before 1 April 2011 will be exempt in terms of the grandfathering clause. It is
therefore emphasised that no additional policies that are not Regulation 28
compliant should be sold, as irrespective of any contractual arrangement
entered into these will be required to be compliant as at 31 July 2011.
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The monthly deductions for contributions to medical schemes and for
qualifying out-of-pocket medical expenses will be converted into tax credits
effective 1 March 2012. A tax credit provides for more equitable tax relief,
as the relative value of the relief does not increase as the marginal tax rate
of the individual increases, as is currently the case. A discussion document
on these credits will be published by the end of March 2011.

—



6 " #

Salary 100 000.00 1000 000.00
Employer Medical 1000.00 1 000.00
Tax Relief -720.00 -720.00
Taxable 100 280.00 1000 280.00
Tax Thereon 7 295.40 325 607.00
Effective Tax Rate 7.28% 32.55%

4__



Salary 100 000.00 1 000 000.00
Employer Medical 1 000.00 1 000.00
Tax Relief 0.00 0.00
Taxable 101 000.00 1 001 000.00
Tax Thereon 7425.00 325 895.00
Tax Credit -129.60 -129.60

7 295.40 325 765.40
Tax Difference 0.00 -158.40
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National health insurance

Government expects that national health insurance (NHI) will be phased
in over 14 years. While initial allocations are made in the 2011 Budget,
the NHI system will require funding over and above current revenues
allocated to public health. Preliminary analysis indicates that the phasing
in of a payroll tax (payable by employers), an increase in the VAT rate and
a surcharge on individuals’ taxable income could be considered as funding
options. The feasibility and practicality of co-payments or user charges will
also be explored. Announcements about specific funding instruments will
be made in the 2012 Budget.
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Where did we start?
Determined Value plus VAT, CO2 and maintenance
4%
80% PAYE

SARA submission (Eqgstra’s statistics)
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« New Company Car Tax Rules 01 March 2011
« Bottom line for monthly take-home:
 Very good if 80% more business

 Very bad if less than 80% business
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e Bottom line on personal tax assessment:
 Above 40% business = more in-pocket
 Less than 40% business = out of pocket

o Expatriate solutions (especially where tax gross-up)
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 Matters to consider:

e Business requirement

« Impact on monthly take-home

* Impact on end of year position for employee
 What is equitable

e Business cost
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 Determined Value x 2.5% per month

 100% PAYE

e Only Claim end of Year where less than 10,000
km



H ! 9 :3
Determined Value = R100,000
Monthly Taxable = R100,000 x 2.5% = R2,500

100% PAYE and Assume 40% Tax Rate

Actual Tax Payable = R2,500 x 40% = R1,000
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e Determined Value increased:
e VAT
e COZ2 Taxes

« Determines value can be complex:
* Purchase
* Lease (lower)
* 15% reduction per year remains
« All the urban legends ...
* Look at invoice (start)
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PAYE Rate 80% (exception 20% allowed)
Risk Management: Declaration Route
Claim end of the Year (employee communication)

What constitutes a logbook
 New proposed judges provision
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 Monthly Fringe Benefit Rate: R130,000 x 3.5%
= R4,550

e PAYE @ 80% = R3,640

o Actual Tax @ 40% = R1,456 (before R1,000)

= Reduce Take-Home by R456 per month



*(?2 9" ;
 Monthly Fringe Benefit Rate: R130,000 x 3.5%
= R4,550
« PAYE @ 20% = R910
o Actual Tax @ 40% = R364 (before R1,000)

= Increase Take-Home by R636 per month



# 2@ |
* Logbook Compulsory

e No Business = Tax on Full Amount

e Pro rata Claim Allowed



Travel Allowance: Part of Cost to Company (PST
Calculator)

Employee Actual Travel: reimbursement per kilometre
(R3.057?)

Petrol Cards are problematic (reward perspective):
 PAYE

* Pay Private Fuel
Do not pay true cost



Company vehicle:
o Essential User
* Not part of package

Limitation of private usage (as there is a
iInequitable benefit?)

If not 80% business, why provided

Other choices — fiscally bad
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 Numbers cannot be ignored:

 Remuneration Philosophy
* Business Requirement

* Do not be afraid to make the computation:
e Monthly cash flow
« End of the year position
» Cost of vehicle (significant driver)



« Value of technical explanation and write-ups?

e Do not be afraid to make the computation !
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