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The Budget in a nutshell 

• Economic prospects improve, but growth remains 
below potential over MTEF. 

• Revenue growth gaining momentum, whilst 
expenditure growth is decelerating. 

• Fiscal space set to improve as deficit-to-GDP ratio 
falls over the outlook period, reaching an 
estimated 2.8% of GDP by 2016/17. 

• Government debt expected to rise sharply, but still 
at manageable levels. Debt service costs 
expected to rise at a fast pace. 

• Real growth in non-interest spending at 1.9% p.a. over MTEF. Strong focus on 
social assistance. 

• Growth in public sector wage bill moderating, but still accounting for 35.2% of total 
expenditure in 2014/15. 

• Support measures for business announced, whilst striving to create a more 
enabling environment. 

• Personal income tax relief of R9.3 bn, with greater clarity on future savings and 
retirement reform measures.  

• Climate change related taxation postponed, but benefits for SME sector enhanced. 



4 

Contents 

                                                                               

• The Budget in a nutshell 

 

• Economic developments 

 

• National Budget 2014: Tax proposals 

 

• National Budget 2014: Expenditure 

 

• Budget Review 2014: Select issues 

 

• Concluding remarks 



5 

Economic developments: 

SA economic growth to recover modestly in 2014 

• Economic growth estimated to 

rise to 2.7% in 2014, gaining  

momentum in subsequent years. 

• Fixed investment expected to 

grow at a more rapid pace as 

public sector capex remains 

fairly robust, supplemented by 

higher private sector investment. 

• Household consumption 

spending remains constrained, 

expanding at an average pace of 

3.1% over MTEF period. 

• Net exports projected to remain 

a drag on overall growth. 

• However, export growth to pick 

up as global recovery gains 

momentum.     
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• Fiscal challenges continue, 
with economy performing  
below potential and debt levels 
rising steeply. 

• Deceleration in revenue growth 
to 9.4% p.a. over MTEF (9.8% 
p.a. in preceding 3 years). 

• Fiscal consolidation reflected in 
moderation in government 
expenditure growth to 8.1% 
p.a. over MTEF (9.3% p.a. in 
previous 3 years). 

• Budget deficit estimated at 4% 
in 2014/15, falling to 2.8% by 
2016/17. 

• Excluding state debt-servicing 
costs, the primary deficit will 
stand at 0.8% in 2014/15, with 
a projected surplus of 0.4% by 
2016/17.  

Economic developments: 

Fiscal deficit expected to be reduced  
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Economic developments: 
Cash-on-hand sufficient to fund borrowing requirements 
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• Greater fiscal flexibility is achieved by maintaining cash book balances in excess of 

the borrowing requirement of the following year.  

• Cash book balances in excess of the expected borrowing requirement is not 

deemed excessive. 
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Economic developments: 

SA budget balance within the global context 

• Relative to the average for emerging/developing economies, South Africa’s budget 

deficit is extremely high.  Nonetheless, an improvement is anticipated going forward.  
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Economic developments: 

SA debt reaching challenging levels 

• Substantial rise in 

government debt  anticipated. 

• Net  loan debt expected to 

increase four-fold, from  

R500 bn in FY 2008 to about  

R2 000 bn by FY 2017. 

• Government relies extensively 

on domestic sources for its 

borrowing requirements. 

• As a share of GDP, net loan 

debt is projected to rise to 

44.3% by 2016/17. 

• This is almost at similar levels 

experienced in the early 

1990s, when the country 

faced a potential debt trap. 
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Economic developments: 

Debt servicing costs rising at a rapid rate 

• SA’s fiscal situation was 

adversely impacted by the 

economic downturn. 

• Growth in state debt costs 

has been rising at a fast 

pace as borrowing 

requirements escalated. 

• Anticipated improvement in 

state finances will alleviate 

some of the pressures 

going forward.  

• Nonetheless, debt-servicing 

costs as a share of 

expenditure remains very 

high at an average of 9.4% 

over the next 3 years.   
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Economic developments: 

SA debt within the global context 

• SA experienced a sharp 

increase in government 

debt in recent years. 

• Gross government debt as 

share of GDP rose from 

28.3% in 2007 to 45.8% by 

2013. 

• This ratio is projected to 

increase to 48.3% by 2016, 

well above the average for 

emerging/developing 

economies. 
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Economic developments: 

SA debt within the global context 

• Relative to emerging economies, SA’s debt situation is deteriorating substantially. 
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National Budget 2014: 

Main tax proposals 

• Personal income tax relief of R9.3bn 

mainly through adjustments to personal 

income tax brackets. 

• Measures to encourage small enterprise 

development. 

• Clarity on valuation of company cars for 

fringe-benefit tax purposes. 

• Amendments to the rules for VAT. 

• Increases in fuel and excise taxes. 

• Tax-free savings accounts will be 

implemented. 

• Welcome relief provide on third-party 

backed shares. 
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National Budget 2014:  

Income tax on individuals 

Rebates: 

• Primary: R12 726 (2013: R12 080) 

• Secondary: R7 110 (2013:  R6 750) 

• Tertiary rebate: R2 367 (2013: R2 250) 

 

Tax-free threshold  

• Age < 65: R70 700 (2013: R67 111)  

• Age 65 and over: R110 200 (2013: R104 611) 

• Age 75 and over: R123 350 (2013: R117 111) 

 

Tax-free interest-income annual threshold 

• Age < 65: R23 800 (2013: R23 800) 

• Age 65 and over: R34 500 (2013: R34 500) 
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National Budget 2014:  

Income tax on individuals 

Income tax payable in 2014/15 (taxpayers below age 65) 

         Taxable income  

         (Rand) 

2013/14 rates 

(Rand) 

     Proposed rates  

            (Rand) 

Tax reduction  

      (Rand) 

%  

     Reduction 

                  75,000                       1,420                         774       -646      -45.5% 

                  80,000                       2,320                      1,674       -646      -27.8% 

                  85,000                       3,220                      2,574       -646      -20.1% 

                  90,000                       4,120                      3,474       -646      -15.7% 

                100,000                       5,920                      5,274       -646      -10.9% 

                120,000                       9,520                      8,874       -646      -6.8% 

                150,000                     14,920                    14,274       -646      -4.3% 

                200,000                     26,328                    25,056       -1,273      -4.8% 

                250,000                     38,828                    37,556       -1,273      -3.3% 

                300,000                     53,391                    51,421       -1,970      -3.7% 

                400,000                     85,486                    82,549       -2,937      -3.4% 

                500,000                   120,486                  117,549       -2,937      -2.4% 

                750,000                   217,685                  213,246       -4,439      -2.0% 

             1,000,000                   317,685                  313,246       -4,439      -1.4% 

Source: Budget Review 2014 
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National Budget 2014:  

Income tax on individuals 

Savings  

• Proposed tax-preferred savings and 

investment accounts to be introduced 

by April 2015 will proceed - an 

alternative to current tax-free interest-

income thresholds. 

• Returns generated, as well as 

withdrawals, will be tax exempt.  

• Aggregate annual contributions will be 

limited to R30 000/year (increased in 

line with inflation) with a lifetime limit of 

R500 000. 

• Tax-preferred savings and investment 

account may comprise of certain bank 

deposits, collective investment 

schemes, exchange-traded funds and 

retail savings bonds. 
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National Budget 2014:  

Income tax on individuals 

Medical tax credits 

• Monthly medical tax credits for medical 

scheme contributions will increase to R257 

(2013: R242) for first 2 beneficiaries and 

R172 (2013: R162) for each additional one 

(effective 1 March 2014). 

 

Company car fringe benefits 

• Market value to be used will be the actual 

retail market value in all cases (to be 

phased in over four years). 

• Adjustments are also proposed to treat 

employees who bear the costs relating to 

fuel and the upkeep (maintenance, 

insurance and license) of their company 

car in a more equitable manner. 
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National Budget 2014:  

Income tax on individuals 

Retirement reforms 

• A document that briefly describes the 

changes to date and sets out anticipated 

future reforms will soon be released. 

• Employer contributions are deemed to be a 

fringe benefit in the hands of the employee. 

• Both employee and employer contributions 

will be deductible, up to a limit, for income 

tax purposes by the employee. 

• Defined benefit plans - the methodology for 

calculating the formula will be detailed by 

way of regulation in 2014.  

• The policy approach for the timing of 

accrual of retirement fund benefits will be 

reviewed to provide certainty and ease 

practical application. 
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National Budget 2014:  

Income tax on individuals 

Retirement lump sums 

• Lump-sum benefits are 

taxed according to two 

tables: 

– pre-retirement 

withdrawals (mainly 

following 

resignations); and 

– at retirement. 

• Tax rates applicable to 

the withdrawal of the 

lump-sum benefits 

increased by about 

10% effective 1 March 

2014. 

Pre-retirement lump-sum taxation - 2014/15 

Taxable income (R) Rates of tax 

R0 - R25 000 0% of taxable income 

R25 001 -   R660 000 18% of taxable income above R25 000 

R660 001 - R990 000 

R114 300 + 27% of taxable income above  

R660 000 

R990 001+ 

R203 400 + 36% of taxable income above 

 R990 000 

Retirement lump-sum taxation - 2014/15 

Taxable income (R) Rates of tax 

R0 - R500 000 0% of taxable income 

R500 001 - R700 000 18% of taxable income above R500 000 

R700 001 - R1 050 000 R36 000 + 27% of taxable income above R700 000 

R1 050 001 + 

R130 500 + 36% of taxable income above  

R1 050 000 

Source: Budget Review 2014 
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National Budget 2014:  

Income tax on individuals 

Personal insurance policies 

• As announced in 2013 budget, the premiums 

(on life and disability policies) will not be 

deductible and the policy proceeds will be tax 

free (effective - 1 March 2015). 

• Wording prohibiting the deduction of the 

premium for tax purposes to be clarified. 

 

Key person policies 

• It is proposed that the wording regarding key 

person insurance policies be clarified that an 

insurance policy will not qualify if it is not 

intended to insure the employer against a loss 

suffered as a result of the death, disablement 

or severe illness of an employee or director. 
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National Budget 2014:  

Income tax on individuals 

Residential accommodation provided by an 

employer 

• The valuation of the fringe benefit resulting 

from employer-provided accommodation will 

be reviewed.  

 

Cross-border retirement saving 

• SA residents working abroad and foreign 

residents working in South Africa regularly 

contribute to local and foreign pension funds.  

• With overall retirement reform now in effect, 

cross-border pension issues need to be 

reconsidered.  

• Review to take place over two years, with 

extensive consultation. 
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National Budget 2014:  

Corporate tax  

Donations 

• Donations to qualifying PBO’s in excess of 

10% of taxable income p.a. can be rolled 

over as an allowable deduction in 

subsequent years. 

• Act requires the PBO’s to distribute up to 

75% of the money they generate within a 

year unless they can demonstrate to SARS 

that the funds accumulated will be used for 

specific qualifying purposes.  

• This requirement affects the sustainability 

of foundations.  

• Government proposes to relax this 

requirement while ensuring that 

foundations do distribute accumulated 

capital to worthy causes within a 

reasonable period. 
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National Budget 2014:  

Corporate tax  

Third-party backed shares 

• Refinancing of third-party backed shares 

originally used to fund equity acquisitions in 

operating companies is not covered under 

the exceptions. 

• Because there is no policy rationale for 

excluding refinancing in structures covered 

under the exceptions to the rule, it is 

proposed that the refinancing of qualifying 

transactions be allowed. 
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National Budget 2014:  

Corporate tax  

Third-party backed shares used to 

acquire equity shares in exploration 

companies 

• The third-party backed shares anti-

avoidance rule does not apply if the funds 

derived from preference shares are used to 

acquire equity shares in an operating 

company. 

• Exploration companies do not meet the 

requirement of operating companies 

because their business activities do not 

result in the provision of goods and 

services for consideration.  

• Preference shares issued to acquire equity 

shares in an exploration company fall foul 

of the rules. It is proposed that exploration 

companies be specifically included in the 

definition of “operating company”. 
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National Budget 2014:  

Corporate tax  

Limited pledges in respect of third-party 

backed shares 

• Funders often require a pledge of the 

shares associated with the deal, without 

requiring any further enforcement rights or 

obligations. 

• For the third-party backed shares anti-

avoidance rule not to apply, a shareholder 

of the acquiring company (i.e. the 

preference share issuer) pledging its 

shares must hold at least 20% of the equity 

shares in the preference share issuer. 

• Many of the acquiring company equity 

shareholders in these cases hold less 

(directly or indirectly) than 20% in the 

underlying operating company.  
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National Budget 2014:  

Corporate tax  

• As a result, the funder bears all the risk 

because the value of the preference shares 

depends on the underlying operating 

company. 

• It is proposed that the third-party backed 

shares anti-avoidance rule should not apply 

where the security provided to the funder is 

limited to equity shares held by acquiring 

company equity shareholders directly or 

indirectly in the underlying operating 

company. 

 

Debt reduction 

• Tax relief measures for companies 

undergoing business rescue and other 

forms of debt compromise will be 

considered. 
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National Budget 2014:  

Corporate tax  

Employment tax incentive 

• Introduced 1 January 2014 to help reduce 

youth unemployment. 

• Currently, excess amounts can be set off 

against future PAYE liabilities. 

• To enhance this incentive, SARS is 

developing a mechanism to reimburse firms in 

instances where the incentive exceeds PAYE 

payable. 

• The refund system will become effective 

during Q4 of 2014. 

 

Depreciation allowances for transmitting 

electronic communications 

• The conditions under which and the period 

over which depreciation allowances are 

claimable for lines or cables used to transmit 

electronic communications will be reviewed. 
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National Budget 2014:  

Corporate tax  

Public-private partnerships 

• Government sometimes enters into public-

private partnerships (PPPs) that involve 

making land available to private parties to 

support public-sector infrastructure projects 

while maintaining state ownership of the 

land on which the project takes place. 

• The Income Tax Act requires ownership of 

land before any depreciation can be 

claimed for improvements on that land. 

• Government proposes that relief be 

afforded to improve the financial viability of 

these projects.  
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National Budget 2014:  

Indirect taxes 

Fuel levies  

• General fuel levy increase with 12c/l 

(effective date: 2 April 2014) 

• Road Accident Fund levy increase with 8c/l.  

  

Excise duties on tobacco and alcohol   

• Excise duties on alcoholic beverages 

increase between 6.2 and 12 per cent.  

• The excise duties on tobacco products 

increase between 2.5 and 9 per cent.  
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National Budget 2014:  

Value added tax (cont.) 

Second-hand goods – precious metals 

• A notional input tax is allowed when a VAT 

vendor acquires second-hand goods from a non-

VAT vendor. 

• Sales of certain gold coins are zero-rated for VAT. 

• While the resale of gold jewellery by non-VAT 

vendors to VAT vendors should allow for the 

deduction of notional input VAT, in practice such 

jewellery is smelted along with gold coins and 

illegally acquired raw gold. 

• This has created an enabling environment for 

fraudulent input tax deductions. 

• Government proposes that second-hand goods 

made from precious metals be excluded from 

obtaining the notional input tax. 
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National Budget 2014:  

Value added tax (cont.) 

Four-monthly VAT category 

• To be eliminated and to bring registered vendors 

into the bimonthly VAT system. 

 

VAT interest calculations 

• It is proposed that the interest rules under the Tax 

Administration Act (excl. monthly compounding) 

be activated for this category, to ensure that 

interest is imposed and paid on a fair basis. 

 

Tax invoices, debit and credit notes 

• A supplier is required to issue a tax invoice within 

21 days of the date of the supply. This time limit 

will be extended to agents. 

• The legislation will be amended to set a time limit 

for debit and credit notes. 
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National Budget 2014:  

Value added tax 

Going concerns 

• VAT legislation and an accompanying 

interpretation note 57 on the VAT treatment 

when a going concern is sold require 

clarification. 

• The legislation requires the supply to be made 

to a registered vendor.  

• According to the interpretation note, the 

recipient must agree that at the effective date it 

will be a vendor. 

• The legislation will be amended to remove the 

uncertainty regarding whether a person must 

be a vendor before the acquisition of the going 

concern. 
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National Budget 2014:  

Value added tax 

Agents 

• There is uncertainty as to which documentation 

is acceptable as proof of payment to entitle a 

vendor to deduct input tax in respect of VAT 

paid on the importation of goods.  

• Clarity will be provided on which 

documentation is acceptable. 

 

Zero-rating of goods for agricultural, pastoral 

or other farming purposes 

• The VAT Act provides for zero-rating where the 

supply of goods are used or consumed for 

agricultural, pastoral or other farming purposes 

will be reviewed in consultation with relevant 

stakeholders for possible replacement with VAT 

at the standard rate. 
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National Budget 2014:  

Tax research projects 

• A study of effective tax rates for companies in different sectors, 

including a review of the effectiveness of some tax incentives. 

• A review of the VAT zero-rating provision for housing subsidies 

to eliminate practical anomalies. VAT standard-rating of these 

grants is under consideration. 

• A review of how educational services and public transport are 

treated for VAT purposes. 

• A review of the sustainability of the local government fiscal 

framework. 

• A review of the taxation of cooperatives. 

• First set of recommendations of Tax Review Committee (TRC) 

appointed in July 2013 deal with SMEs (refer to slide 44). 

• TRC committee currently working on base erosion and profit 

shifting, while work on the impact of tax system on economic 

growth and job creation, as well as aspects of VAT, mining 

taxes and estate duties will be carried out in 2014. 
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National Budget 2014:  
Focus spending on achieving greater developmental impact 

• Aim over the MTEF is to give effect to 
the NDP vision, limiting current 
expenditure growth with greater focus 
on infrastructure development.   

• However, under-spending on 
infrastructure remains … 

– Low capital spending by Department 
of Public Works; 

– Under-spending on school 

infrastructure backlogs.      

• Nominal non-interest spending to 
increase by 7.8% p.a., resulting in a 
real increase of 1.9% p.a. over  MTEF. 

• Increases in employee compensation 
and other current expenditure due to 
revised inflation forecasts . 

• Although the budget envisages the 
proportion of government employee 
compensation to decline over the 
MTEF, past experience proves 
otherwise. 
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National Budget 2014:  
Priority spending to achieve greater developmental impact 

General public 

services 
15.8%

(15.6%) Defence 

3.6%
(3.7%)

Public order and 

safety 
9.7%

(10.1%)

Economic affairs 

10.2%
(10.0%)

Environmental 

protection 
0.4%

(0.5%)

Housing and 

community 
amenities 

10.5%
(10.2%)

Health 

12.5%
(12.6%)

Recreation and 

culture
0.8%

(0.8%)

Education 

20.6%
(21.2%)

Social protection 

15.9%
(15.4%)

Consolidated government expenditure by functional 

classification 2014/15

Source: IDC, compiled from Budget Review data

Values in brackets 
refer to the percentage 
in 2013/14

• Consolidated non-interest spending will 

rise to R1.1 trillion in 2014/15, with the 

largest portion earmarked for social 

spending: 

– Social protection spending will support 

15.8 million people, or 30% of population. 

– National government will centralise an 

increasing portion of health spending to 

achieve saving on medication purchases, 

as well as through the roll-out of the NHI, 

which will be rolled-out over 14 years. 

– Funding for bursaries and loans through 

the NSFAS will amount to R19 billion over 

MTEF. 

• Municipalities will receive R105 billion 

over MTEF to finance the provision of 

free basic services.  

• Capacity building programmes for small 

and rural municipalities will amount to 

R3.9 billion over the MTEF. 
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National Budget 2014: 

EDD and DTI allocations 
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EDD: R158 million reduction in the 

allocation principally due to 

lower transfer to sefa of R146 

million.    

DTI: R730 million reduction in the budget 

allocation is mainly due to delays in 

the implementation of SEZs, as the 

respective Bill has not yet been 

passed. 
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• Multifaceted approach to position SA economy on a higher 
and more labour-intensive growth path (NDP, NGP and 
IPAP, among others). 

• Government expands its employment programme and 
continues to support jobs created by the private sector. 

– Expanded Public Works Programme created almost 974 
000 jobs in 2012/13 and plans to create 6 million short- to 
medium term jobs in the next 5 years. 

– Employment tax incentive to support about  
240 000 jobs over the medium term. 

– Jobs Fund - 12 184 new jobs created to date, and 61 
projects contracted to the fund will receive R3.2 bn over the 
next 3 years, and create 96 102 permanent jobs by 2016. 

• NDP targets 1 million jobs in agriculture and land reform by 

2030. To this end, R7 bn in conditional grants will  be spent 

in support of 435 000 subsistence and 54 500 smallholder 

farmers.  

• In support of food security, Fetsa Tlala initiative is availing 

1 million ha into cultivation by 2019 with 300 000 jobs. 

 

 

 

Budget Review 2014: 

Towards an inclusive economic growth path 
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• Government support for industrial policy over 
MTEF totals R35.1 bn (R10.4 bn in 2013/14). 

• Allocations over MTEF in support of 

industrial policy include: 

– Manufacturing development incentives 

(R10.3 bn), 

– Clothing and textile industry production 

incentive (R2.5 bn), 

– Critical infrastructure programme, 

– Export market and investment incentives, 

– Special economic zones, etc. 

• APDP received R16.6 bn support through 
revenue foregone in 2011/12. 

• Automotive Investment Scheme and 
Clothing & Textiles Competitiveness 
Programme will continue to benefit. 

Budget Review 2014: 
Expanding industrial capacity, enhancing competitiveness 
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Budget Review 2014: 
Expanding industrial capacity, enhancing competitiveness  

Special economic zones:  

• To unlock long-term development potential of all 

regions and create jobs, funds have been availed  

for SEZs.   

• R3.6 bn has been allocated over the MTEF to 

promote value-added exports and jobs. 

• Tax and other incentives are being finalised. 
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• Over the MTEF, funding for SMMEs will amount to R6.5 bn. 

• Tax Review Committee (appointed in July 2013 and lead by 

Judge Dennis Davis) completed its report on SMEs:     

– Proposes that turnover tax regime for micro enterprises 

(annual turnover of ≤ R1 mil) be retained, but that its 

requirements be simplified and thresholds adjusted, with max. 

tax rate reduced from current 6% to 5%.  Also that zero tax 

rate apply for those with turnover ≤ R335 000.  

– Recommends that the reduced tax regime for small business 

corporations be replaced by an annual refundable tax 

compliance rebate (subject to certain conditions).  

• Certain entities providing support and funding to micro 

enterprises can obtain public-benefit organisation status. 

• Considering options to provide tax relief for organisations 

(e.g. foundations) promoting SME development through 

grants.  

• Proposed that grants received by SMEs, regardless of the 

source, be exempt from tax.  

 

 

Budget Review 2014: 

Supporting SMME development 
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• Funders investing in SMEs through a venture capital company 

can claim a tax deduction on their investment.  

• After consulting with interested parties, one or more of the 

following amendments to the venture capital company tax 

regime (aimed at encouraging investments in small enterprises 

and junior mining companies) will be proposed: 

– Making deductions permanent if such investments held for a 

specific period of time; 

– Permitting tax benefit transferability when holdings are 

disposed of. 

– Raising total asset limits:  

o Regarding qualifying investee companies, from R20 mil 

to R50 mil;   

o Regarding junior mining companies, from R300 mil to 

R500 mil. 

– Waiving CGT on asset disposal plus expanding the permitted 

business forms.  

 

 

 

Budget Review 2014: 
Encouraging investment in SMEs and junior mining companies 
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Budget Review 2014: 

Improving national healthcare 

• Department of Health’s white paper on the 

National Health Insurance and a financing 

paper by NT are completed and will be 

tabled shortly in Cabinet  

• Key message: public sector health delivery 

must improve, more health professionals are 

needed and the cost of private health care 

must be reduced. 

• NHI pilot districts have been established 

countrywide and R1.2 bn allocated for 

piloting general practitioners’ contracts. 

• 2.5 million people have access to ARVs and 

R43.5 bn is budgeted over the MTEF to 

expand the programme. 

• An allocation of R26 bn over the MTEF on  

1 879 hospitals and other health facility 

projects. 
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Budget Review 2014:  

Procurement reforms 

• Progress to date on the Chief Procurement Office: 

– Infrastructure procurement processes and 

documentation have been standardised, 

– An inspectorate has been created to monitor 

procurement plans and audit tender documents, 

– Procurement of health equipment, drugs and 

medicines has been centralised to cut costs. 

• In order to support local industry and BEE, a 

database of local products and black-owned 

businesses is required. 

• Tougher measures to be taken to ensure that 

businesses (esp. SMMEs) are paid on time. 

• Preferential Procurement Policy Framework is 

being reviewed. To support local production and 

employment through government procurement, the 

Customised Sector Development Programme for 

SOEs prescribes minimum local content 

requirements for some products. 
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Budget Review 2014: 

Environmental protection 

• Carbon tax: 

– Carbon Tax Policy Paper published by NT in May 2013 – over 

100 written comments received, 94% of which supporting the 

policy’s intent and more than 50% in favour of the tax. 

– Intention is to implement tax and lower electricity levy 

simultaneously, ensuring that net tax burden is kept low within 

first 5 years, subsequently rising gradually, but sharply after 10 

years. Other envisaged adjustments to the policy include:  

o Lowering Eskom’s tax liability by means of a RE premium; 

o Inclusion of formula to adjust basic % tax-free threshold so 

as to reward over-performance;  

o Refine R&D tax incentive to encourage green technology;  

o Using firms’ carbon offsets to lower their carbon tax liability 

by 5% - 10% of actual emissions;  

o Provide subsidies to households to install solar water 

geysers;  

o Use part of the carbon tax revenue to fund EE tax incentive.   

– Implementation postponed to 2016 to allow sufficient time for 

consultation. 
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Budget Review 2014: 

Environmental protection and biofuels 

• Acid mine drainage: 

– Regulatory and other measures introduced. 

– Consultations will be initiated with interested 

parties, particularly within mining sector, so 

as derive the best possible mechanism for 

future use (e.g. environmental levy or 

equivalent).  

 
 

• Biofuels: 

– Biofuels production incentive announced last 

year to support this infant industry. 

– Such a subsidy will be effective as from H2 

2015 and will work through fuel levy. 

– Exact levy to be determined once cost 

structure and actual blending point have 

been decided upon.  

 

 

http://www.google.co.za/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=RxlbB5iPBLKBIM&tbnid=KWKRev_rZRMj4M:&ved=0CAUQjRw&url=http://chromblog.thermoscientific.com/blog/bid/90769/Chromatography-Analysis-for-Biofuel-Feedstock-Webinar&ei=swsvUdX5GaKe0QXwtIDABw&psig=AFQjCNEP-m2k-1jyxfUx2caAhQrVVh039Q&ust=1362124013367245
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Budget Review 2014:  

Infrastructure development 

• Electricity infrastructure:  

– Completion of Medupi’s 1st unit expected end-2014;  

– Contracts concluded for 47 RE projects in 2012 & 2013, mostly under 
construction – 2 459 MW in new generation capacity over 2014-16; 

– 200 000 households provided with electricity connections in 2013; 

– 350 km of medium voltage lines built in 2013, further 220 km 
upgraded; 

– Sasol recently commissioned SA’s 1st base-load gas-fired power 
station (140 MW). 

 

• Transport infrastructure: 

– Transnet increased coal line capacity by 10 mil tonnes to 80 mil; 

– Transnet took of delivery of 143 locomotives, built/refurbished  1944 
wagons; 

– 7 new cranes installed at DBN container terminal (27% efficiency 
improvement); 

– PRASA refurbished 500 Metrorail coaches in 2013; 

– Integrated public transport systems running in JHB and CT, 
construction has begun in 6 other large metros. 
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Budget Review 2014:  

Infrastructure development 

Source: Adapted from Budget Review 2014 

• Public sector expenditure on infrastructure will total R847.3 bn over the next 3 years – 
a 25% increase on the previous 3-year period. 

• R404.5 billion (48% of total) will be spent by public enterprises: 

– Eskom capex to total R152 bn over MTEF, but annual spend will fall in nominal terms in 
2015/16 and 2016/17, scaling-down due to large project completion and lower revenue 
projections;  

– Transnet capex will total R148 bn, with substantial y-o-y increases in 2014/15 (63%) and 
2015/16 (25%).   

Public-sector infrastructure expenditure: 2013/14 – 2016/17

2013/14 2014/15 2015/16 2016/17 MTEF MTEF

Investment area estimate total total

R billion R billion % 

Energy 80.6     72.3     65.5     50.6     188.34       22

Water and sanitation 32.4     36.5     36.9     38.5     111.9         13

Transport and logistics 78.6     99.6     120.0   127.5   347.1         41

Other economic services 13.0     15.2     14.2     12.8     42.2           5

Health 9.8       10.6     11.3     11.6     33.4           4

Education 12.1     13.5     13.6     14.0     41.0           5

Other social services 13.9     12.5     13.0     15.9     41.4           5

Justice and protection services 4.9       4.9       5.0       6.5       16.4           2

Central government services 7.4       7.9       8.4       9.3       25.6           3

Total 252.6   272.9   287.8   286.6   847.3         100

% change on previous year 8.0       5.4        -0.4

MTEF forecasts

R billion
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Budget Review 2014:  

Infrastructure development 

• SOC adherence to infrastructure spending plans has improved (e.g. 79.9% actual spend 

vs. budget ratio in 2012/13, from 70% in 2011/12). 

• However, under-spending is still occurring for various reasons, such as contractors not 

meeting delivery schedules, weather related delays, industrial action, shortages of 

materials, engineering delays. 
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Budget Review 2014:  

Funding plans of state-owned companies 

• Government oversight of SOC borrowing requirements and activities has increased 

progressively (incl. monitoring of funding plans, debt maturity profiles, borrowing limit 

approvals, management of contingent liability exposures, shareholder compacts etc.). 

• 62% (R235.3 bn) of SOC funding requirements (largely Eskom and Transnet) for 

infrastructure development over MTEF is to be raised in debt markets. 

• SOCs encouraged to seek funding from multilateral agencies offering favourable 

terms/conditions, so as to lower borrowing costs, reduce pressure on domestic market. 

• EU to provide Є100 mil in funding for infrastructure project preparation, capacity building.  

• NT to conduct comprehensive review of development finance system in 2014/15, incl. 

provincial DFIs, so as to strengthen financial management and accountability. 

 Sources of funding for SOCs: 2013/14 – 2016/17
2013/14 2014/15 2015/16 2016/17

R billion Revised Medium-term estimates

Domestic loans (gross) 40.3           51.6           61.9           50.3           

Short-term 22.4           32.9           37.5           25.1           

Long-term 17.9           18.7           24.4           25.2           

Foreign loans (gross) 32.7           25.1           29.5           16.9           

Long-term 32.7           25.1           29.5           16.9           

of w hich:

Multilateral institutions 10.1          7.2            6.5            6.5            

Export credit agency financing 4.7            3.8            9.1            1.4            

Total 73.0           76.7           91.4           67.2           

As percentage of total:

Domestic loans 55.2          67.3          67.7          74.9          

Foreign loans 44.8          32.7          32.3          25.2          

Source: Adapted from Budget Review 2014 
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Concluding remarks 

• National Budget 2014 reflects a difficult 

balancing act between revenue growth and 

spending priorities. 

• Fiscal prudency clear through budget balance 

projections over MTEF, although downside 

risks on revenue growth are high. 

• Rating agencies likely to be reasonably 

comfortable, but will monitor implementation 

closely. 

• Priority spending largely aligned to NDP, with 

more detailed plans on its actual 

implementation only expected from May 2014 

onward.   

• However, key trend reversal expressed in 

NDP of raising capital expenditure to current 

expenditure ratio only timidly addressed at 

this stage. 
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Concluding remarks 

• As expected, most tax reform proposals have 

been kept on hold until the full 

recommendations of the TRC are tabled.  

• Nevertheless, current tax proposals reflect 

government’s efforts to address environmental 

issues as well as promote SMME 

development. 

• A welcomed emphasis on savings stimulation 

and retirement benefits going forward. 

• Growth and employment supportive stance of 

National Budget 2014 is laudable, but the 

associated pressures (e.g. rise in debt-to-GDP 

ratio, debt servicing costs, etc.) are 

considerable and may escalate in a higher 

interest rate environment.  



Thank you 


