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Due to the fact that the 2020 Budget 
Speech took place on 26 February 2020,  

a week later than in previous years,  
publication of this issue of Tax Breaks  

has been delayed. 

Please accept our apology for this delay—

unfortunately we have no influence over 
National Treasury’s calendar. 

www.bellanmedia.co.za 

 

Our new website  
is live! 

See Page 4 for details 

years “without equivalent increase 

in productivity”.  There will un-

doubtedly be pushback from trade 

unions regarding the proposal to  

cut the public sector wage bill. 
 

There’s good news … 
On a positive note, there is some 

small tax relief for individuals, and 

corporate tax is unchanged.  The 

minister alluded to the fact that  

he would be looking to reduce  

corporate tax in the long-term in 

order to allow businesses to become 

more competitive globally.  Personal 

income tax remains the biggest 

source of income to the fiscus,  

FINANCE MINISTER Tito Mbo-

weni’s 2020 National Budget speech 

was as positive as it could have  

been, given the current economic 

climate.  While his message of con-

solidation, reform, and growth may 

not be enough to avert a ratings 

downgrade by Moody’s, the Rand 

reacted relatively positively to his 

speech [initially, at least … then the 

bo�om fell out of it—see graph on 

Page 2]. 
 

Caught between a rock and a hard 
place 
Essentially, the minister only had 

two options: increase tax, or cut  

government spending.  South Afri-

cans, however, are already over-

taxed, and in a low-growth economy, 

further tax hikes are likely to have 

been counterproductive and would 

have served only to slow economic 

growth even further. 

He was therefore leB with only 

one option: to reduce government 

spend.  As such, the minister plans  

to cut government expenditure by 

R261 billion over the next three years 

including cu3ing R160 billion from 

the public sector wage bill.  Cuts on 

different government department 

budgets indicate that spending is 

out of control. 

The minister referenced the fact 

that growth in public sector wage 

bill has crowded out spending on 

capital projects for future growth 

and items that are critical for ser-

vice delivery, pointing out that the 

salaries of civil servants had grown 

40% in real terms over the past 12 

Tito talks tough … but can this Budget deliver? 

As good as can be expected 
 

By: ANDREW DUVENAGE 
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While the minister made no  

reference to COSATU’s debt relief 

plan for Eskom during his budget 

speech, he did make mention of it 

during the media briefing preceding 

his speech, saying that while the  

COSATU plan was not a bad one,  

he was more interested in a plan 

that included all pension plans.   

This leans alarmingly close to the 

prescribing of assets, which would 

be a major concern and act as a  

further deterrent to personal sav-

ings. 

There was li3le detail provided 

on government’s ‘big dream’ items.  

Mboweni said that the new state 

bank would be launched as a retail 

bank operating on commercial prin-

ciples, would be subject to the Banks 

Act, and have “an appropriate capi-

tal structure and performance pa-

rameters on investments and loan 

impairments.”  The big question will 

be how a state bank will be capita-

lised, given that banks operating  

on commercial principles have sig-

nificant capitalisation requirements. 

There was likewise li3le detail 

provided around the Sovereign 

Wealth Fund, which would be crea-

ted with a target capital amount of 

R30 billion.  Where this funding  

will come from remains to be seen,  

although the minister did suggest 

possible funding sources as the pro-

ceeds of spectrum allocation, petro-

leum, gas, or mineral rights royal-

ties, the sale of non-core state assets, 

future fiscal surpluses and money 

set aside from future budgets. 

No mention whatsoever was 

made of the National Health Insu-

rance or how it would be funded, 

indicating perhaps that this too is  

a longer-term objective. 

What will be key to watch in  

the months ahead is whether the 

political will is in place to follow 

through on politically-sensitive is-

sues such as reducing government 

expenditure.  In particular, will  

government be able to stay the 

course in the face of pushback  

from trade unions? 

fiscal year.  The fact that this is  

the largest budget deficit (the dif-

ference between spending and reve-

nue) the country has experienced  

in the last 28 years is very concer-

ning.  Servicing debt absorbs 15.2%  

of government revenue. 

Struggling state-owned entities 

continue to be a drag on the fiscus, 

with R112 billion allocated to Eskom 

over the next three years—while 

R16.4 billion has been allocated to 

South African Airways to se3le the 

airline’s liabilities and interest. 
 

Short on detail 
The budget provided very li3le  

detail on plans around privatisation 

of state-owned entities or turn-

around strategies to return them  

to profit.  In particular, there was  

no discussion around how Eskom’s 

ballooning debt would be addressed. 

contributing 38% of total tax. 

In an encouraging move, an  

additional R2.4 billion has been  

allocated to the National Prosecu-

ting Authority, the Special Investi-

gating Unit, and the Directorate  

for Priority Crime Investigation to 

fund around 800 investigators and 

277 prosecutors to assist with clea-

ring the backlog of cases, including 

those emanating from the Zondo 

Commission. 
 

… and there’s bad news 
The good news, perhaps not surpri-

singly, ends there.  While revenue  

is expected to grow by 4.9% to R1.58 

trillion, expenditure is forecasted  

to grow to R1.95 trillion, leaving a 

consolidated budget deficit of R370.5 

billion.  Gross national debt is pro-

jected to be R3.5 trillion, or 65.6%  

of GDP by the end of the 2020/21  

The currency market seemed to like the Budget ... for a while, and then decided that it didn’t. 
Graph source: Moneyweb. 

 

 

Between personal income tax and the fact that most of the VAT is paid by the end consumer, it is clear that 
the vast bulk of SA’s tax revenue comes from individuals.  Graph source: National Treasury. 

Andrew Duvenage is the managing director 
of NFB Private Wealth Management. 
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END-OF-LIFE PLANNING 

ney in place, your appointed agent 

will be able to transact on your be-

half, which can be of great assistance 

as your illness progresses. 

However, it is important to note 

that a general power of a3orney is 

only valid if the principal has full 

mental capacity.  This means that if 

you become mentally incapacitated 

in any way, the power of a3orney 

will fall away, and your agent will 

lose their capacity to act on your 

behalf.  This is important to bear  

in mind when it comes to illnesses 

such as dementia and Alzheimer’s 

disease. 
 

Living will 
A living will should not be confused 

with a last will and testament.  The 

la3er is used to provide for the  

distribution of your assets to your 

heirs aBer your death, whereas a 

living will is a directive to your  

family and medical practitioner 

while you are still alive but unable  

to communicate your wishes.  It is 

therefore advisable to have both a 

IT WAS Haruki Murakami who 

mused that ‘death is not the oppo-

site of life, but a part of it’.  Similar- 

ly, end-of-life planning is just a  

part of financial planning—which,  

in some instances, may need to take 

place sooner rather than later. 

At a time when you are incapaci-

tated and/or unable to speak for 

yourself, or in the event of your pas-

sing, there are a number of estate-

planning tools available to make 

things easier for your loved ones.  

These include the following: 
 

Power of attorney 
A power of a3orney is a formal  

document by which a person (the 

principal) authorises another (the 

agent) to transact legally on their 

behalf. 

If you are suffering from a life-

limiting condition which may result 

in you becoming physically disabled, 

granting a spouse or friend a power 

of a3orney over your affairs is  

definitely something worth consi-

dering.  With a valid power of a3or-

Planning for when you can no longer speak for yourself 

Financial planning for the 
terminally ill (Part 2) 

By: ERIC JORDAAN 

 

MONEY MATTERS 
 
 
 
 

by Steven Jones—Editor 
 

 

This year’s Budget was more notable for what  
it didn’t include, rather than what it did.  The 
widely-expected increases to personal and 
corporate tax rates, as well as a possible fur-
ther hike in the VAT rate, didn’t materialise. 

What also came as a pleasant surprises was 
the fairly decent adjustment to the personal tax 
tables, aimed at providing relief for so-called 
‘fiscal drag’ where normal cost-of-living salary 
increases push taxpayers into higher tax 
brackets.  Prospective home-owners will also 
be pleased at the reduction in transfer duty. 

Also—and at the risk of sounding like Q from 
the James Bond movies—it included the usual 
refinements: tweaks to the medical tax credits, 
a bit of fiddling with the proposed cap on the 
foreign services income exemption, a slight 
raising of the annual allowable contributions to 
tax-free savings accounts, and something 
without which no Budget would be complete: 
increases to the so-called ‘sin taxes’. 

Enough to bore the average taxpayer to death, 
in fact. 

Speaking of death, our readers might think 
we’re being a bit morbid this month with our 
articles on Pages 3 and 9, which deal with  
end-of-life planning.  However, the reality is 
that the finality of death scares us so much, we 
simply don’t discuss it—which means that we 
invariably end up not planning for it.  And while 
we’d like to think that we’re all bulletproof and 
are going to live forever, there will come a time 
when others need to take care of us until our 
time here on earth comes to an end. 

How we live out our final days, however, and 
especially the legacy that we hope to leave 
behind (and I’m not only talking about monetary 
inheritances), can largely be determined by 
how well we plan.  As I said in my own article, 
having plans in place allow me the peace of 
mind that my loved ones will be taken care of 
once I’m no longer around, thereby giving me 
the freedom to get on with the most important 
part of life—living it. 

Now, at the risk of sounding shallow, one of  
the things in life that gives me great pleasure is 
my car.  However, although Finance Minister 
Tito Mboweni’s fuel and RAF levy increases may 
seek to spoil the fun a bit, there are a number of 
ways that one can save fuel—which is not only 
good for one’s pocket, but good for the environ-
ment as well.  You’ll find these on Page 8. 

Another pleasure of mine is the ability to travel 
and see different places.  Unfortunately, it 
seems that much of Asia and Europe is on 
lockdown at the moment due to the Corona-
virus outbreak.  What epidemics such as this 
also remind us of is the fact that our trusty 
medical aid’s Rand-denominated benefits don’t 
go too far when treatment needs to be paid for 
in Euros or pounds.  You can read more about 
this on Page 7.  If you are travelling, make sure 
that you have adequate travel insurance in 
place … and remember to read the fine print! 

There comes a time in everyone’s life when they are no longer able to speak for themselves—whether after 
their death, or even while they’re still alive.  Make sure that you have the appropriate documentation in 
place that can speak on your behalf.  Picture credit: JD Mason (www.unsplash.com) 
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Take care to ensure that your 

le3er of wishes does not conflict 

with your will in any way. 
 

Ethical will 
An ethical will is a document de-

signed to pass on ethical values  

from one generation to the next.   

Far from being a new initiative,  

the ethical will has strong Judeo-

Christian roots, with many exam-

ples found in the Christian Bible.  

Rabbis and Jewish laypeople have 

continued to write ethical wills as  

a means of passing on their morals 

and values to the next generation. 

Also referred to as a ‘legacy let-

ter’, an ethical will can be used to  

communicate spiritual values, share 

your hopes and blessings for future 

generations, impart some valuable 

life lessons, and communicate for-

giveness.  However, an ethical will  

is not a legal document, and is not 

used to distribute material wealth. 
 

Digital will 
If one considers the size of one’s 

online presence, it makes sense to 

draB what has been termed a ‘digi-

tal will’ to ensure that your online 

affairs are terminated appropriately 

aBer your death.  These would in-

clude your online bank accounts, 

email accounts, music, Facebook, 

Twi3er, Instagram, saved docu-

ments, photographs, online sub-

scriptions, loyalty programmes,  

chat rooms, blog spots, and personal 

and business communications. 

Although not a legally-recognised 

document, a digital will allows you 

to express your wishes as to how 

these facilities should be managed 

and closed aBer your death.   

While the executor appointed in 

your will is responsible for winding 

up your estate, it is possible to ap-

point an ‘online executor’ who would 

be responsible for closing down your 

digital kingdom.  This would entail 

providing that person with a list of 

all the online sites, login credentials, 

passwords, and links that they 

would need to ensure they have the 

tools to adhere to your wishes. 

ted by poorly-draBed wills and an  

inadequate understanding of the  

principles of estate planning. 

Your adviser should be able to 

help you structure a will that en-

sures that your assets are distribu-

ted to your heirs and beneficiaries  

in direct accordance with your  

wishes, while at the same time  

taking into account both common 

law and statutory law, as well as  

the implications of your will in  

respect of your assets, liabilities,  

and cash flow in your estate. 
 

Letter of wishes 
A le3er of wishes is a separate  

accompaniment to your will, which 

should be viewed rather as a guide 

as opposed to a set of instructions.  

The document is used to inform  

others of ma3ers to be taken into 

account aBer your death, such as 

how you would like your children  

to be raised in terms of education  

or religion. 

Although it is not legally binding 

on your executors or trustees, it  

can be useful in ensuring that your 

personal wishes are carried out.  For 

instance, your le3er of wishes may 

provide further detail on specific 

items you are bequeathing in terms 

of your will, an explanation as to 

why a particular person has been 

excluded from your will, or a list of 

people to be notified in the event  

of your death. 

will and a living will in place. 

The purpose of a living will is  

to guide one’s family and doctors if 

you are in a medical state from 

which you are unlikely to recover.  It 

is also a declaration of one’s non-

consent to artificial life support in 

the event of being unable to com-

municate one’s wishes when dying. 

An advance directive, which can 

form part of your living will, is effec-

tively a medical power of a3orney  

in that it allows you to appoint a  

person to make decisions about  

your medical care if you are unable 

to do so.  Your living will and  

advance directive can also include 

instructions regarding medical inter-

vention or procedures that you  

may not want to endure, requests  

to withhold certain drugs or treat-

ments, guidance with regard to  

pain management, as well as your 

wishes in respect of organ donation, 

resuscitation, feeding, and the like. 

It is essentially a guide to your 

loved ones and physicians as to  

how you would like to be treated 

and cared for at the end of your life. 
 

Last will and testament 
Rather than resorting to a do-it-

yourself will, it makes sense to  

seek advice from an adviser with 

estate planning expertise to ensure 

that your will is both valid and ac-

tionable.  Many testators have their 

last wishes and intentions frustra-

Bellan Media is on the Web! 
 

We are very excited to announce the launch of our new website, which we believe will 
enable us showcase our magazines and 
also provide additional benefits to our 
valued subscribers. 
 

The site builds on our magazines' 30-year 
legacy of excellence in providing inde-
pendent personal finance and tax infor-
mation sourced from experts in their 
respective fields.  The strategic partner-
ships that we have formed with selected 
organisations known for their expertise, 
ethics and service, will greatly enhance 
our offering. 
 

Our new website will give readers online 
access to additional articles, book re-

views, videos, interesting links to various topics and a mortgage bond calculator. 
 

For more information please visit www.bellanmedia.co.za, or send us an email at 

info@bellanmedia.co.za. 

 

Eric Jordaan, CFP®, is a director and 
shareholder of Crue Invest (Pty) Ltd. 
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wrong option, they never actually 

invest in an RA or a TFSA because 

making the ‘wrong’ choice seems 

worse than doing nothing. 

The great news is that there’s  

no right or wrong choice here.  It’s  

a choice between great and awe-

some.  RAs and TFSAs are both  

fantastic ways to invest for retire-

ment, while protecting you from 

paying too much tax. 

In this month’s article, we’ll cover 

how an RA works.  Next month we 

deal with TFSAs, and in the May 

2020 issue we’ll summarise the two 

investment vehicles and look at  

how either (or both) of them can be 

used to build up your retirement 

nest-egg. 

 

How an RA works 
An RA is basically an investment 

account that holds some invest-

ments.  You can put unit trusts,  

exchange-traded funds (ETFs), or 

even cash in your RA, and they  

will be protected from tax while 

they are inside the RA. 

I KNOW, you’ve heard it all before—

you need to save for retirement, pay 

yourself first, and look aBer your 

future so you don’t have to leech  

off your kids in your old age.  And  

it’s true.  One day you won’t be  

able to earn an income, and you’ll 

have to have an investment big 

enough to pay the bills and (hope-

fully) leave you with a li3le extra. 

Everybody knows the theory, 

and many have every intention of 

pu3ing it into practice, then … bam! 

The industry hits you with some 

abbreviations: “To start investing  

for your retirement, consider an RA 

and/or a TFSA because there are 

some really great tax benefits.” 

Those who make it past finding 

out that RA stands for ‘retirement 

annuity’ and TFSA stands for ‘tax-

free savings account’ are hit with 

something even worse—having to 

choose.  This is where I feel that 

many potential investors who  

want to start looking out for their 

future end up freezing and doing 

nothing.  Petrified of choosing the 

Both have a place in your retirement plan 

TFSA vs RA 
 

By: STEALTHY WEALTH 

Tax treatment of RA contributions 

The money that you allocate to an 

RA can be deducted from your ann-

ual income before you pay tax.  For 

example, if you earned R250 000  

for the year and put R1 000 a month 

(or R12 000 for the year) into an RA, 

you’re only taxed on R238 000 (not 

the full R250 000 that you earned). 

The cool kids will tell you that 

contributions to an RA are ‘tax-

deductible’.  This is what it looks  

like: 

RA contribution limits 

SARS is quite generous in allowing 

you to deduct contributions to an 

RA from your income before you’re 

taxed. 

However, this doesn’t mean that 

if you could contribute your entire 

salary to an RA (maybe by living  

in your parents’ garage), you’d pay 

zero tax.  SARS caps the amount  

of RA contributions that you’re  

allowed to deduct from your in-

come. 

The maximum that you may  

deduct is 27.5% of your annual in-

come or R350 000, whichever is  

lower.  However, unless you’re ear-

ning over R1.27 million a year, you 

won’t have to worry about the 

R350 000 number—for us mere  

mortals, the 27.5% applies. 
 

Tax on RA investments 

A really great feature of RAs is  

that you don’t pay any tax on the 

investments inside.  This means no 

tax on interest earned, dividends, or 

income—and no capital gains tax  

on sales.  That’s a lot of ‘no tax’, 

which means that your investments 

work harder for you because you 

keep more of your returns. 
 

RA investment rules 

There are some rules around what 

‘Retirement annuity’ or 'tax-free savings account'—it’s actually a choice between great and awesome, and 
will depend on your circumstances and goals. 
Picture credit: Pixabay (https://pixabay.com/photos/faust-hand-dispute-argue-opponents-1097266/) 
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allowed to take is taxed according  

to a retirement tax table (bo3om, 

right).  In addition, the monthly  

income generated from the living / 

guaranteed annuity that you buy 

with the remaining two-thirds is 

subject to income tax according to 

the income tax table (see the rates 

for the 2019/20 and 2020/21 tax years 

in Table 4.4 above). 

** Editor’s Note 
 

The Finance Minister announced in his Budget 

speech that many of the restrictions around 

emigration will be repealed, thus rendering  

the concept of ‘financial emigration’ redundant.  

There were however few details as to how this 

would happen in practice, and no specific time 

frame was announced.  It is therefore likely that 

until  legislation to this effect is promulgated, 

the current process of applying to the Reserve 

Bank via one’s own bank will remain in place. 

around what you can do with the 

funds inside it.  You’re only allowed 

to take a maximum of one-third of 

the value as cash (unless the total 

value of the RA is less than R247 500, 

in which case you can take it all  

out as cash). 

The remaining two-thirds of the 

value of the RA must be used to  

buy either a living or a guaranteed 

annuity (or a combination of both). 

The idea is that this annuity will  

pay you an income when you’re re-

tired. 

 

Tax when accessing a matured RA 

Since SARS has allowed you to  

deduct tax while contributing to an 

RA and allowed the RA investments 

to grow tax-free, it unfortunately 

has no issue trying to get some tax 

out of you once you retire. 

The up to one-third cash you’re 

you can and can’t put inside an  

RA.  SARS has a ‘local-is-lekker’ ap-

proach to RAs, so no more than 25% 

of your investments can be outside 

of South Africa.  (You’re allowed an 

additional 5% into the rest of Africa, 

which means that the total foreign 

maximum is then 30%). 

You’re also not allowed to have 

more than 75% in equities or 25% in 

listed property. 

 

When you can access your RA 

RAs were specifically designed to 

help people to save for retirement—

and since the commonly accepted 

‘earliest’ retirement age is 55 (of 

course, those of you aiming for  

FIRE or ‘Financial Independence, 

Retire Early’ know that this mini-

mum age is a crock), you cannot  

access the money inside an RA  

until you’re 55. 

However, this might actually be  

a good thing.  No access before 55 

forces you to be disciplined and to 

stay invested until you’re retired. 

There are a few ways that you 

can get your money out sooner,  

but these are pre3y much limited  

to situations where you are forced  

to retire sooner due to ill-health,  

financially emigrating from South 

Africa** or as part of a divorce  

se3lement. 

Tax at the rate applicable  

to lump sum withdrawals will also 

be payable if you take the funds  

out early. 

 

Rules when accessing the money  

inside an RA 

Once you reach age 55, and your  

RA matures there are some rules 

This article was originally published on 
the Stealthy Wealth blog. 
(www.stealthywealth.co.za) 

 

 

Source: National Treasury / SARS (Budget 2020 Tax Guide) 

Source: National Treasury (Budget Review 2020, Chapter 4: Revenue Trends and Tax Proposals) 
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demic—and a safe bet, too.  As a  

rule of thumb, your policy should 

pay out if you pass away from  

something like the Coronavirus in 

your home country.  However, you 

need to check for things like geo-

graphies that may be excluded by 

your life insurance policy and the 

type of work that you do, if you  

(for example) have an occupation 

that could put you at high risk for 

something like the Coronavirus. 

That said, your life may not be 

the primary financial casualty.  With 

an epidemic like Coronavirus, which 

is incredibly contagious but actually 

has a lower mortality rate than 

SARS or Avian Flu, the biggest risk  

is loss of income. 

Quarantine could be needed, but 

no clear rules exist in South Africa  

as to how long a person must be  

isolated if they were to contract the 

virus.  With other more common 

contagious infections, such as tuber-

culosis, the general standard is four 

weeks or more.  So not being able  

to work for a month or more could 

be devastating to a person’s finances 

FEAR OF 2019-nCoV—the Corona-

virus—is gradually spreading across 

the globe as infections and deaths 

continue to increase in number  

and territory.  The toll currently 

stands at over 2 700 deaths and  

over 80 000 reported cases across 

the globe—and those are the cases 

that we know of. 

South Africa has escaped thus 

far, with not one confirmed case  

of Coronavirus yet—although the 

country held its breath for a few 

hours on 6 February when two  

suspected cases of 2019-nCoV sur-

faced in KwaZulu-Natal, only to be 

cleared. 

Still, the climbing death toll and 

new suspicions that the virus could 

spread through anything from wa-

ter droplets to building pipes has 

plenty of people worrying: “What 

would happen if I were to contract 

the Coronavirus?” 

 

The financial dangers of a Corona-
virus attack  
Life insurance is the obvious answer 

to the financial ravages of an epi-

without income protection. 

Of course, ge3ing insurance once 

you have contracted something like 

this is pre3y much out of the ques-

tion, so upfront protection is critical 

in cases like this. 

 

What about travel insurance? 
This is where things get tricky.  

While a comprehensive life insu-

rance policy guards against dread 

diseases, loss of income in certain 

situations, and sudden death, travel 

insurance has its own set of rules.  

Most people who travel frequent-

ly know that they are automatically 

covered with travel insurance in 

their airfare, but few actually know 

what this covers. 

Travel insurance is a basic insu-

rance against unexpected misfor-

tune when not in your home na-

tion—but travelling to an area 

known to be affected by the Corona-

virus (for example, China or north-

ern Italy), would not necessarily be 

covered.  It might not be considered 

‘unforeseen’ if you were to contract  

a virus in an area where such area  

is in the headlines for having signifi-

cant numbers of cases. 

Furthermore, given the serious-

ness of an outbreak like the Corona-

virus, life insurers may even place 

certain territories on a ‘no-go list’, 

where your cover could be impacted 

should you elect to travel to that 

location. 

 

Forewarned is better than forearmed  
The industry has for some time  

been talking about the eventual 

emergence of a so-called ‘Super Bug’ 

Yes … and no 

Can I get insurance against 
the Coronavirus? 

By: CRAIG BAKER 

 

Outbreaks such as the Coronavirus can have an impact on one’s life cover, income protection cover, critical 
illness cover, and even travel insurance.  Check your policy documents carefully, especially for geographical 
exclusions.  Picture credit: Ann Kolleshi (https://unsplash.com/photos/vu-DaZVeny0) 

Moment of truth 

No one wants to die.  Even people who 

want to go to heaven don’t want to  

die to get there.  And yet, death is the 

destination we all share. No one has 

ever escaped it, and that is how it 

should be, because death is very likely 

the single best invention of life.  It’s life’s 

change agent.  It clears out the old to 

make way for the new. 
 

Steve Jobs (24 Feb 1955 - 5 Oct 2011) 
Chairman, chief executive officer, and  

co-founder of Apple Inc. 
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that will have the capacity to spread 

and kill at rates not previously  

seen.  We have had glimpses of  

this through MERS, SARS, and now 

the Coronavirus. 

The world has become a very 

small place indeed, with interna-

tional travel having become ubiqui-

tous and some countries in fact  

surviving on tourism as a major  

revenue generator.  Additionally,  

the healthcare facilities in many of 

these locations are not geared to  

deal with medical requirements of 

this nature at scale. 

While most people would con-

sider ge3ing insurance specifically 

against Coronavirus in a country 

with zero infections (i.e. South  

Africa) to be a li3le paranoid, the 

latest outbreak highlights the need 

for cover when the unexpected 

strikes. 

Life insurance should provide 

you with the peace of mind that  

you are covered in the event of 

something unforeseen affecting  

you.  The Coronavirus simply intro-

duces a new category of risk that  

we need to consider when dealing 

with our life insurance—but ulti-

mately,  regardless of the reasons  

for you passing on, that’s what it’s 

there for.  Just ensure that you are 

comprehensively covered. 

 TAX BREAKS  
 

Craig Baker is chief executive officer of  
MiWayLife. 

How travel insurance works during  

virus outbreaks 
By: CHRISTELLE COLMAN, Old Mutual Insure 

ON WEDNESDAY 29 January 2020, Cape Town International Airport was flooded with dozens 
of travellers who reunited with loved ones as they unmasked themselves after overnight 
flights from China and nearby locations. Like citizens of other countries, many were asking if 
their loved ones had been infected with the highly infectious coronavirus. This virus has now 
been declared a global health emergency by The World Health Organization and has raised 
concerns in both the insurance and tourism industry. 

With the coronavirus outbreak in China, and significant numbers of cases being reported 
in South Korea, Italy, and other European countries, many people had to cancel or postpone 
their travel arrangements to the affected countries. 

 

Travel insurance and the coronavirus 
Travel insurance exists to cover the unforeseen, not events that travellers are already aware 
of.  Many policies will not cover pandemics as a general rule.  However, certain insurers may 
still pay out cancellation benefits provided that your policy was purchased before a warning 
was issued. 

Travel insurance will cover cancellation if it is due to public transport services being 
cancelled or diverted as a result of the virus outbreak.  It will also cover the unused portion 
of the trip if the client is already overseas and the trip has to be cut short as a result of the 
outbreak.  If the public transport services are not cancelled or diverted, travel insurance will 
refund 50% of the costs subject to conditions that the cancellation must be at least 48 hours 
before the trip date. 

If you travel to an affected country such as China and contract the coronavirus, in most 
instances your medical costs would be covered—and if travellers end up in a medical emer-
gency overseas due to the virus, your insurer is likely to do everything they can to assist you.  
This not only includes covering the costs of medical treatment, but also providing support 
and updates to family members where appropriate. 

 

What about South African expats? 
For expats in Wuhan (the Chinese city at the centre of the outbreak), there is no special regu-
lation scheduled for foreign patients.  If they have symptoms, they have to follow the public 
system at this stage.  Some international VIP clinics in Wuhan might refuse to accept consul-
tation with suspicious cases, and their resources are limited under the current threatening 
environment.  There are 9 designated hospitals in Wuhan for fever patient consultations, but 
the government plans to open more hospitals and beds for patient accommodation.  So far 
there is a significant shortage of ward beds for admission of patients. 

Old Mutual Insure recommends that their Travelsure clients who are in need of assis-
tance services to contact the Travelsure service centre at the following numbers: 
∗ South Africa:   0860 25 24 66 
∗ International:   +27 11 556 7060 
∗ Emergency claims assistance: +27 11 991 8263 
Old Mutual Insure further advises travellers to contact their airlines and travel providers, as 
many have begun accommodating those who want to modify, delay or cancel their itineraries 
to China and other affected areas. 

and Road Accident Fund (RAF) lev-

ies. 

With the general fuel levy in-

creasing by 16 cents per litre, cash-

strapped motorists will have to 

make the most of every tank of  

fuel.  Coupled with the 9 cents per 

litre RAF hike, you can expect to  

FINANCE MINISTER Tito Mboweni  

has just delivered his 2020 Budget 

speech against the backdrop of a 

tough economy and an even tougher 

energy crisis.  The biggest pinch  

will again be felt by motorists, who 

are to be hit by a double whammy:  

an increase in both the fuel price  

Tito Mboweni’s 2020 Budget speech brought about some bad news for 

already cash-strapped motorists.  Here’s how to beat the budget blues 

and save close to R20 000 a year on fuel by adjusting your driving habits 

Budget-friendly fuel tips 
 

By: SUSAN STEWARD 

pay around R60 extra per month  

for a 60 litre tank of petrol if you fill 

up four times a month. 

However, like Mboweni’s Aloe 

Ferox plant which “survives and 

thrives when times are tough”, there 

are ways to make the pinch less 

painful. 

For instance, you can boost the 

fuel efficiency of your car by as 

much as 40% by maintaining your 

car and changing your bad driving 

habits.  This means that if you fill  

up 48 times a year at around R1 000 

per tank, a 40% reduction in fuel  

consumption could save you over 

R19 000 a year. 

BUDGET 2020 
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Here are some tips to enable you 

to obtain be3er fuel economy: 

• Make sure that your car is  

serviced regularly.  Things like 

worn spark plugs, sticky brakes, 

low coolant levels, dirty oil, and 

dirty fuel and air filters all add  

up to engine inefficiency, which 

leads to increased fuel consump-

tion. 

• Check your car’s wheel align-

ment.  Bad wheel alignment cau-

ses more friction, which takes 

more power to overcome and 

results in higher fuel consump-

tion. 

• Check for underinflated tyres, as 

these, too, increase resistance and 

tyre wear. 

• Close the car’s windows when 

driving, as open windows cause 

drag.  Use the air conditioning 

only when necessary. 

• Reduce the car’s weight by re-

moving unnecessary items from 

it—and, if you mostly do urban 

driving, consider driving with 

only half a tank of fuel. 

• Reduce drag by removing roof 

racks and other accessories  

when they aren’t in use. 

• Don’t speed.  Fuel consumption 

and engine wear increases expo-

nentially with speed 

• Avoid stop-starting.  Maintain 

momentum as far as possible  

by looking and planning ahead, 

flowing with traffic and timing 

your approaches to hills, traffic 

 lights, and crossings be3er. 

• Drive at the lowest speed in the 

highest gear that the road and 

traffic conditions allow, without 

labouring the engine. 

• Plan your trips more carefully, 

and do several tasks on one 

round trip, as opposed to many 

shorter ones.  This not only  

limits mileage and the amount of 

time it takes to get your chores 

done, but also keeps your car’s 

engine running at optimal tem-

perature. 

• Wait out the traffic.  If traffic  

is heavily congested, spend a bit 

more time at the office to tick 

more items off your to do list.  

Ba3ling through traffic not  

only increases fuel consumption, 

but also wear and tear on your 

car’s transmission and brakes. 

• Keep your finger on the pulse by 

reading or listening to up-to-date 

traffic reports and monitoring 

your GPS for faster routes. 

Saving on fuel by keeping your car  

in shape and changing the way  

you drive may seem like a bit of  

a hassle, but if you increase your  

fuel economy by 40%, a tank that 

normally gets you 650 km could get 

more than 900 km.  This translates 

to almost a tankful of savings for 

every two times you fill up. 

You’re not Lewis Hamilton, and the M1 is not Silverstone.  However, in the same way that a Formula One car 
needs to be meticulously maintained in order to win races, maintaining your car properly will ensure that 
you can make the most of the prize money that sits in your wallet—minimising Tito’s take from the fuel 
savings in the process.  Picture credit: Shen Liu (https://unsplash.com/photos/VIVpQ94hf_k) 

Susan Steward is from Budget Insu-
rance. 

End In Mind”, according to Covey’s 

‘2nd Habit’, applies equally to the  

end of one’s life as it does to any pro-

ject that one may tackle along the 

way. 

Ashley Abramson published a 

thought-provoking article on the 

Medium platform entitled Why You 

Should Spend Time Thinking About 

Your Own Death, in which she out-

STEPHEN COVEY’S 7 Habits of 

Highly Effective People has sold  

over 15 million copies around the 

world, and is considered by many  

to be essential reading for one’s per-

sonal growth. 

But this isn’t a book review.  It’s 

about planning for the one subject 

that is considered taboo by many — 

one’s own death.  “Begin With The 

One’s death needs to be planned for, but not dwelt upon… 

Living with the end in mind 
 

By: STEVEN JONES 

lines the psychological benefits of 

knowing that one’s affairs are in  

order when the inevitable comes.  

Most importantly, Abramson states 

that an awareness of one’s mortality 

can be empowering, allowing a per-

son to consider the things in their 

life that are meaningful. 

It kind of puts into perspective 

the dead-end job, the win-at-all-cost, 

kiss-up-and-kick-down a3itude, and 

the accumulation of stuff, which 

brings to mind the worn-out old  

story of two people observing the 

funeral procession of an extremely 

wealthy man.  The one turned to the 

END-OF-LIFE PLANNING 
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ed trust structures are seldom 

worth it.  If they blow it all and 

end up destitute, at least they can 

never say that you didn’t provide. 
 

• I don’t want a morbid funeral.  

I’ve been to too many of these, 

and as a minister, I’ve conducted 

a few as well (it’s not fun, trust 

me).  If I’ve brought joy to peo-

ple’s lives, that warrants a cele-

bration.  Come and say goodbye, 

give each other a big hug, and  

go somewhere where you can 

raise a glass in my memory if  

you want to.  If I didn’t, then  

don’t bother with the send-off— 

I don’t deserve one. 
 

• Also, don’t have a coffin in the 

church—that’s a waste of good 

wood that should be used to 

make something beautiful and/

or useful.  If you do, I’ll come  

back and haunt you!  Besides, 

that kind of expense is unneces-

sary.  Rather spend the money  

on a party, a holiday, or paying 

some bills if you need to. 
 

• As far as my mortal remains  

are concerned, forget burial.  It’s 

such a waste of space.  This small 

island I now call home is a hellish-

ly small place to house nearly 70 

million people.  I’ll be dead, so I 

don’t need a place for my bones 

to live.  Besides, I don’t need a 

gravestone to mark the fact that 

I was here—I’d rather have my 

loved ones carry the memories in 

their hearts. 
 

• Donate whatever you can for 

transplant, give the rest over  

for medical research, and the bits 

that they can’t use or don’t want 

can be tossed into a skip for all  

I care—I’ll be dead, so I’m certain-

ly not going to need it.  However, 

giving someone else back their 

eyesight, or a new heart, or  

being part of some life-saving 

new treatment would be one  

helluva legacy to leave behind. 
 

• If the law insists (i.e. if the idea  

of throwing me into a tip is ille-

gal), then cremation is perfectly 

acceptable.  Sca3er my ashes 

across the nearest Formula One 

Accordingly, as I commented in 

my response to Abramson’s article, 

and because I’m a cheap schmuck, 

my views concerning my own even-

tual death (which some may call 

dark but I consider as merely prag-

matic) are as follows: 
 

• We’re all going to die.  We just 

don’t know when.  That’s life.  

Deal with it.  You can’t avoid it,  

so you may as well prepare for  

it. 
 

• Whatever your views of an aBer-

life may be, the fact is that you 

will no longer have any need  

for a roof over your head, clo-

thing on your back, and food in 

your belly.  On the other hand, 

the loved ones who were depen-

dent on you that are leB behind 

will need these things.  Ensure 

that they are taken care of.  If 

you don’t have assets, that’s  

what life insurance is for. 
 

• However, don’t try to rule from 

the grave.  You made your own 

decisions in life; allow others to 

make theirs.  Unless your de-

pendents are unable to manage 

their own affairs for some valid 

reason (e.g. are too young, or are 

mentally disabled), or you have 

the size of estate that warrants 

extensive tax planning (hint: the 

amount is oBen way larger than 

you think), the time and expense 

involved in se3ing up complicat-

other and asked, “How much do you 

think he leB?”  Their companion  

responded, “All of it”. 

The one who ends up with the 

most toys winds up just as dead as 

anyone else! 

My mom once said that she’d 

never seen a hearse with a trailer—

until one day, we did!  We had to  

stop the car as we were laughing so 

hard, we were unable to breathe.  

Then I entered the ministry and 

found out that the trailer is used to 

transport all the gubbins that lowers 

the coffin into the grave. 

Whatever the ancient Pharaohs 

may have believed, your stuff ain’t 

going with you, mate! 

Now if those of substantial 

means want to go and spend a small 

fortune on a lavish funeral, then 

knock yourself out!  However, it  

saddens me that many families who 

are struggling to make ends meet 

end up spending so much money  

on funeral costs.  It seems such a 

waste to use funds that are needed 

by the living in a misguided a3empt 

to honour the dead. 

Now each to their own, live and 

let live, and all that good stuff.  The 

truth is, I don’t really have the right 

to criticise.  People’s cultural prac-

tices are sacred to them, and one 

needs to respect that.  However, I 

decided that there was no way I 

wanted to lay that kind of burden  

at the feet of my own family. 

 TAX BREAKS  
 

 

Life—none of us get out of it alive.  But how we live it, how we plan for the end of it, and the values we leave 
behind for those who follow, is what legacies are made of. 
Picture credit: Pixabay (https://pixabay.com/photos/dead-death-final-end-ending-1205269/) 
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dead.  You’ve done your duty.  Don’t 

dwell on dying; get on with living! 

PERSONAL FINANCE  
 

your worldly goods like vultures 

feeding on scraps.  Write down 

what needs to be done with your 

stuff, sort out the legal formali-

ties, and tell those who need to 

know where to find the docu-

ment once you snuff it. 
 

Once you’ve got all of this lot sor- 

ted out, then live your life to the  

full.  When you’re dead, you’re  

track.  Mix them in with the com-

post.  Chuck them in a skip.  Once 

again, I don’t care — I’ll be dead. 
 

• Oh, and while you’re about it, get 

a will drawn up.  Try as you 

might, you can’t speak from the 

grave (skip / furnace / wherever 

your remains end up), and there 

are few things more repulsive 

than people squabbling over 

Steven Jones is a practicing member of 
the South African Institute of Profes-
sional Accountants, a SARS-registered 
tax practitioner, and the editor of  
Personal Finance and Tax Breaks.  He 
holds degrees in accounting, financial 
management, and theology. 

importance of paying back mon-

ey owed.  However, unlike your 

parents, a bank is less sympa-

thetic, probably more difficult  

to communicate with, and less 

pliable when it comes to ge3ing 

its money back. 
 

• Budgeting is really not that  

bad.  While you are young and 

have very few financial responsi-

bilities, preparing a budget is 

easy. Learn how to budget while 

your finances are relatively sim-

ple, and make it a life-long  

habit. 

ALTHOUGH LEARNING about 

money and financial responsibility  

is a life-long process, there are  

some things we may wish we had 

known sooner. 
 

• The bank is not your dad. Bor- 

rowing money from mom or  

dad is very different from bor-

rowing from the bank.  Many 

parents lend their children mon-

ey to buy things that they other-

wise would not be able to afford.  

It provides excellent teaching 

moments for parents to talk 

about being indebted and the 

• Know your consumer protection 

rights.  Many retailers and ser-

vice providers manage to take 

advantage of younger customers 

who are not aware of their  

consumer rights.  Knowing your 

rights in terms of cooling-off  

periods, refunds, repair or re-

placement rights, privacy protec-

tion, direct marketing, cancel-

lations, or poor service is key  

to ensuring that you do not lose 

money. 
 

• It’s not how much you earn that 

ma�ers.  Everyone wishes that 

they earned more money, but  

it’s not what you earn that 

ma3ers.  How you employ the 

money that you earn is way  

more important.  If you earn an 

enormous amount of money  

every month but spend all of it, 

you have no wealth.  Wealth is 

created by consistently investing 

the difference between what you 

earn and what you spend. 
 

• Having debt feels awful.  Regard-

less of whether it’s ‘good’ debt  

or ‘bad’ debt, having debt can 

keep you awake at night, cause 

arguments, keep you stuck in a 

job that you hate, and cause  

you to make bad financial deci-

sions.  If you have to have debt, 

make paying it back as quickly  

as possible your number one  

priority. 
 

• Everyone has an opinion on 

where to invest.  Every person 

standing around a braai has an 

opinion on where you should  

be investing.  From rental pro-

perty to cryptocurrency to multi-

level marketing schemes, the  

You never stop learning, but mistakes along the way can be expensive. 

Things you may wish you 
knew sooner about money 

By: CRAIG TORR 

YOUR MONEY 

 

Time waits for nobody, and the sooner you learn how to manage your money, the better-off you’ll be. 
Picture credit: Aron Visuals (https://unsplash.com/photos/BXOXnQ26B7o) 
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ment savings journey by even  

10 years has a major impact on 

how much you need to put away 

each month in order to secure a 

comfortable retirement. 
 

• Buying branded clothing is a 

ridiculous waste of money.  Buy-

ing branded clothing and shoes 

does not guarantee a be3er  

quality product, and spending 

your hard-earned money to 

prove to others that you can 

afford to buy branded clothing  

is counter-intuitive.  If you’re 

wearing branded clothing but 

haven’t started saving, your  

priorities are wrong. 
 

• It feels good to give.  Using your 

time, resources, skills or money  

to help those less fortunate than 

yourself is hugely rewarding  

and contributes to your self-

worth, purpose, and finding a 

place in your community. 
 

• Your parents probably stressed 

about money.  They might not 

have shown it, but they probably 

stressed a lot about money—how 

to provide the best for you, how 

to afford your education, whe-

ther they had enough money for 

your school tour, and whether 

what they could afford was good 

enough. 
 

• It doesn’t ma�er what colour 

your credit card is.  Gold, plati-

num, black, silver, or blue—the 

colour of your bank card should 

not impress you.  Bank charges, 

options are as plentiful as there 

are stars in the sky.  Find an ex-

perienced advisor that you trust 

implicitly, and stick to your  

plan. 
 

• Cheap advice is o"en expensive.  

While investment fees are an  

important consideration, they 

are not the only factor when 

choosing an investment.  Rather 

pay a li3le bit extra to ensure 

that you are ge3ing truly inde-

pendent, expert advice from a 

reputable organisation. 
 

• Money doesn’t make you happy.  

In their research, Harvard Busi-

ness School researchers Grant E 

Donnelly and Michael Norton  

did a survey of 4 000 millionaires.  

Their research revealed that 

money contributes to happiness 

insofar as our basic needs are 

met, but above a certain level, 

more money does not yield much 

more happiness.  Making money 

should not be the primary aim. 

The aim should be to make 

enough money so that we can 

employ it to achieve our goals. 
 

• You will think twice about 

spending money you earned 

yourself.  Spending other peo-

ple’s money is easy because you 

didn’t trade your effort for it.  

Once you start earning your  

own money, you are likely to  

turn every penny over a few 

times before spending it—which  

is why your parents probably 

encouraged you to find a job. 
 

• A�itude is more important than 

aptitude.  Qualifications and  

intelligence are no guarantee  

of financial success.  What 

ma3ers more is a positive a3i-

tude, consistent hard work,  

commitment to a goal, strong 

social skills, strategic thinking, 

and the ability to get your hands 

dirty. 
 

• The cost of delay.  While you are 

young, retirement seems so far 

away and finding room in your 

budget for retirement savings 

seems impossible.  However, de-

laying the start of your retire-

access to banking facilities, in-

terest rates, customer service, 

and how well you manage your 

bank account are much more 

important factors. 
 

• It will rain.  Most people don’t  

set up an emergency fund, be-

cause they believe it will never 

happen to them.  As US author 

David Ramsey is famous for  

saying, “It will rain, and you’re  

not the exception”. 
 

• Knowing your money persona-

lity.  Although it’s never help- 

ful to box people into ‘types’, it  

is useful to understand your  

relationship with money, your  

emotional triggers and fears, 

what makes you spend, what 

motivates you to save, what  

biases you are more susceptible 

to, and how money makes you 

feel. 
 

• A wedding lasts a day; a mar-

riage lasts forever.  Going into 

debt to fund a wedding is a  

terrible way to start your life  

together.  Don’t be pressured into 

financing an elaborate wedding 

that will set you and your part-

ner back financially.  Ask your-

selves, if there was no elaborate 

wedding ceremony, would you 

still want to be married? 
 

• Saving is a gi" to your future 

self, not a chore. If your parents 

nagged you about saving money, 

you may perceive the act of  

saving to be a chore.  However,  

if automated and streamlined, 

there is nothing laborious about 

saving—and your future self will 

thank you for it. 
 

• Once bought, new cars are no 

longer new.  Depreciation is the 

biggest cost of owning a car,  

and it loses a high amount of  

value in the first few years of 

ownership.  The value of a new 

car depreciates from the time 

you drive it off the showroom 

floor.  In general, most cars de-

preciate at a rate of between 15% 

and 30% per year, but the highest 

rate of depreciation happens in 

the first year. 

 TAX BREAKS  
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• Compound interest is your life-

long friend.  But it can also be 

your worst enemy.  When it’s 

working for you, your money  

will grow exponentially and you 

the first place. will end up with a far greater  

balance than you initially inves-

ted.  When it’s working against 

you, you will end up paying  

far more than you borrowed in 

Craig Torr is a director and share-
holder of Crue Invest (Pty) Ltd. 
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by increases of R1.7 billion in carbon 

tax and R250 million in the plastic 

bag levy. 
 

Tax collections are down 
Growth in wages, consumption, and 

business profitability has stagnated, 

which has led to lower collections in 

the three main contributors to tax 

revenue, namely personal income 

tax, corporate income tax, and value-

SOUTH AFRICAN taxpayers can  

let out a sigh of relief.  They have  

been spared from any significant  

tax increases for the 2020 tax year. 

Government has conceded that 

despite large tax increases over the 

past five years, the gap between 

what it expected to collect and what 

it actually collected has widened. 

The projected gross tax revenue 

shortfall for 2019 of R63.3 billion is 

significantly more than the revised 

shortfall of R52.5 billion announced 

in the medium-term budget policy 

statement in October last year. 

Weak economic growth gets the 

blame for the worse than expected 

outcome. 

Individuals will get relief of R2 

billion due to an above-inflation ad-

justment to the tax brackets.  There 

are also small increases in medical 

tax credits and the primary, secon-

dary, and tertiary tax rebates, as  

well as a R3 000 increase in the  

annual amount that individuals can 

save tax-free. 

The increase in the medical tax 

credit is less than 3%, in line with  

the earlier announcement that the 

credit would be adjusted by less  

than inflation to help fund the 

rollout of National Health Insurance 

over the medium term. 

Individuals can now save R36 000 

per year tax-free, although the life-

time limit of R500 000 remains in 

place. 

The relief given with the adjust-

ment to the tax brackets is offset  

Individuals will get relief of R2 billion due to an above-inflation adjust-

ment to the tax brackets. 

Surprise tax reprieve for 
South Africans in 2020 

 

By: AMANDA VISSER 

 

added tax (VAT).  These three taxes 

contribute 80% of all collections. 

SARS collected R25 billion less 

from individuals, R13 billion less 

from companies, and more than  

R16 billion less in VAT than was  

previously estimated—the la3er 

being despite the one percentage 

point increase in the VAT rate in 

2018. 

National Treasury says in the 

2020 Budget Review that income tax 

collections from individuals have 

been affected by “sluggish employ-

ment and wage growth”, while the 

underperformance of VAT collec-

tions has been a3ributed to weak 

economic growth, but also an in-

crease in VAT refunds paid.  SARS 

has been stepping up its refunds 

following a scathing report by the 
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Other structural tax proposals 
In line with the restructuring of the 

corporate income tax system, the 

efficiency of tax incentives will be 

reviewed. Treasury proposes the 

introduction of a February 2022 sun-

set date for tax incentives dealing 

with airport and port taxes, rolling 

stock, and loans for residential units. 

Although SA has always avoided 

export taxes in the past, it is now 

proposing export taxes on ferrous 

metals at a rate of R1 000 per ton, 

aluminium at R3 000 a ton, red  

metals at R8 426 per ton, and other 

waste and scrap metals at R1 000  

per ton. 

Corporate tax rates to be reviewed … 
but nothing definite yet 
The announcement that govern-

ment intends to restructure the  

corporate income tax system over 

the medium term by broadening  

the base and reducing the rate is 

long overdue.  Broadening the base 

will involve minimising tax incen-

tives, and introducing new interest 

deductions and assessed loss limita-

tions.  “South Africa’s corporate in-

come tax rate has remained un-

changed at 28% for more than a dec-

ade. As the gap with our trading and 

investment partners grows, the 

country’s relative competitiveness 

declines,” Treasury says in the budg-

et review. 

Tax Ombud that had been with-

holding legitimate refunds, causing 

economic hardship on the applicable 

VAT vendors. 

The current estimate is that SA 

will again suffer a revenue shortfall 

of more than R35 billion in 2020 and 

R43.5 billion the following year. 

Treasury also notes that the pro-

jected tax-to-GDP ratio is expected 

to remain at 26.3% over the next 

three years, even if there are no addi-

tional tax increases this year.  “South 

Africa has a relatively high level  

of tax-to-GDP ratio compared with 

other upper-middle income coun-

tries.” Countries like Ghana, Rwan-

da, Kenya and Cameroon all have 

tax-to-GDP ratios below 20%. 

ments for dealers must be reasona-

ble and have an economic rationale, 

particularly in relation to the size  

of land, showrooms, furniture, 

fi3ings and finishes.” 
 

NAAMSA not happy 
National Association of Automobile 

Manufacturers of South Africa 

(NAAMSA) chief executive Michael 

Mabasa said in response that while 

the industry does not have any  

objection to any of the substantive 

reforms proposed in the guidelines, 

introducing these enforceable guide-

lines is extremely punitive and a 

dangerous retrogressive step that is 

counterproductive and will harm 

the economy. 

Mabasa added that the proposed 

guidelines will compel the auto-

motive industry to implement en-

forceable measures that could fun-

damentally change the current na-

ture and structure of the auto-

motive retail and aBermarket value 

LOCAL VEHICLE manufacturers 

are outraged at proposed guidelines 

for the aBermarket industry that 

will allow consumers to select a 

workshop of their choice when  

having their vehicles serviced, main-

tained, and repaired. 

New vehicle owners are current-

ly compelled to have in-warranty 

service, maintenance, or repair work 

conducted only at approved dealers 

or approved service providers. 

The proposed guidelines, which 

were published for public comment 

by the Competition Commission on 

14 February 2020, also deal with  

the relationship between original 

equipment manufacturers (OEMs) 

and dealers.  Among other things, 

they state that OEMs must not  

impose onerous obligations on pro-

spective dealers. 

Grandiose ‘Taj Mahal’-type dea-

lerships have become commonplace 

in South Africa.  However, the  

guidelines state: that “[the] require-

chains in the country. 

He also said that they will bring 

about some profound structural 

changes that will intrinsically re-

mould the existing business models 

of all automotive multi-national  

companies—which continue to in-

vest emphatically in the country’s 

economy, its workforce, and its  

overall future growth. 
 

‘Big win’ for consumers 
In contrast,, Right to Repair SA (R2R), 

a Section 21 not-for-profit organisa-

tion that has been advocating for 

freedom of repair choice for vehicle  

owners, has welcomed the publica-

tion of the draB guidelines, adding 

that it is a positive move for the  

industry and a big win for con-

sumers. 

R2R chair Gunther Schmitz said 

that it is encouraging to see such  

a strong focus on increased consu-

mer choice, fair competition, and 

competitive pricing—and that the 

increased transparency and freedom 

of choice for consumers will help 

grow small business. 

The unbundling of maintenance 

and service plans from the purchase 

price of the vehicle at the point of 

sale is another win for the consumer.    

Schmitz said that at point of  

sale, dealers and financiers must 

now provide the consumer with de-

tails of all inclusions and exclusions 

Vehicle manufacturers react with outrage to dra< guidelines published 

by the Competition Commission 

You will soon be able to  
service your car anywhere 
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and motor vehicle repairs within 

the period covered by the vehi-

cle’s warranty; 

• Increase consumer choice and 

facilitate competition and com-

petitive pricing in the markets 

for new vehicles, spare parts and 

value-added products; 

• Increase transparency and facili-

tate consumer choice in relation 

to the service, maintenance, me-

chanical and motor-body repairs 

of vehicles. 

• Widen the pool of approved ser-

vice providers who can under-

take in-warranty service and 

maintenance work, mechanical 

in their service and maintenance  

plans, adding that the draB guide-

lines point out that “this will allow 

consumers to exercise choice regar-

ding whether to purchase the 

maintenance or service plan and 

make servicing a more affordable 

option for South Africans, while  

allowing for more players to provide 

such value-added services for  

consumers whose vehicles are in-

warranty.  It is good for the industry 

and good for consumers, who can 

now make informed financial choi-

ces. 
 

Access to technical information 
Schmitz noted that it is encouraging 

that the commission acknowledged 

that access to technical information 

remains a prerequisite for effective 

competition in the automotive aBer-

market.  The commission is remo-

ving that obstacle by directing 

OEMs to share key technical infor-

mation with independent service 

providers for both in-warranty and 

out-of-warranty motor vehicles. 

The commission said that the 

guidelines are directed at addressing 

constraints to competition in the 

automotive aBermarket industry.  

The specific objectives of the guide-

lines are to: 

• Promote principles and remedies 

that lower barriers to entry and 

ensure that a greater number of 

firms have an opportunity to 

undertake service and mainte-

nance work, mechanical repairs 

repairs, and motor-body repairs; 

• Ensure that independent service 

providers can undertake in-

warranty service and mainte-

nance work and in-warranty mo-

tor-body repairs; 

• Allow for greater consumer 

choice and product competition 

in the retail of service plans and/

or maintenance plans; and 

• Ensure the fair allocation of mo-

tor-body repairs among ap-

proved service providers based 

on their competitive merits such 

as service, quality, and price. 

EU regulations stipulate that manufacturers have to honour warranties irrespective of where the vehicle is 
serviced, provided that the manufacturer service stipulations are adhered to.  Could something similar be on 
the cards for SA? 
Picture credit: Malte Iuk (https://www.pexels.com/photo/man-fixing-vehicle-engine-2244746/ ) 
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R900 000. 

While moving the threshold by 

R100 000 may seem small, buyers of 

homes beyond the R1 million mark 

also stand to benefit.  “It’s also great 

news for those wanting to purchase 

for more than R1 million because 

you will save, for example, R17 000  

in transfer fees on a R2.5 million 

home,” points out Mike Greeff, CEO 

of Greeff Christie’s International 

Real Estate.  “The biggest news for 

the property industry is that the 

threshold for transfer duties has 

been adjusted.  This is welcome news 

transfer duty for properties has in-

creased to the R1 million mark has 

been welcomed by the residential 

property sector. 

The previous zero-transfer duty 

threshold, in force since 2017, was 

FINANCE MINISTER Tito Mboweni 

managed to pull something out  

of his #Budget2020 hat for South 

Africa’s bumbling-along residential 

property sector.  His announcement 

that the zero-duty threshold on 

Zero transfer duty threshold now R1 million 
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Mboweni budgets for new 
home buyers, too 
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current market.  It will 

help stimulate property 

transactions in this price 

band, increasing volumes 

and creating a ripple effect 

across the market  

in general, which will in 

turn benefit government 

income generation. 

“Encouragingly, one of 

the primary beneficiaries of the 2020 

budget is [the] first-time home own-

er.  While first-time buyers currently 

account for approximately half of all 

mortgages currently facilitated by 

ooba, affordability has tended to 

dampen potential demand,” says 

Golding. 

The 2020 budget goes some way 

towards addressing this by liBing 

the transfer duty threshold, adding 

that the average price paid for a 

for all, because it makes buying  

property more affordable.” 

 
Ripple effect 
Dr Andrew Golding, chief executive 

of the Pam Golding Property group, 

says that the increase in the thres-

hold provides “a very positive incen-

tive” not only for first-time home 

buyers, but also for others seeking 

affordably-priced homes.  “This sec-

tor represents a key driver in the 

home by first-time buyers broke  

the R1 million barrier for the first 

time at the beginning of the year—

averaging R1 001 275 in January 2020. 

 

Commercial landlords warned 
John Jack, chief executive officer  

of Gale3i Corporate Real Estate, 

notes that while the 2020 budget 

speech “doesn’t have a significant 

impact on the commercial property 

sector”, the industry needs to be  

alert to Mboweni’s warning on  

landlords charging high rentals.  An 

interesting take-out is the Finance 

Minister’s comment on the high 

rentals being paid for government 

buildings, which is an area that he 

would like to achieve a reduction in 

government expenditure,” says Jack. 

Suren Naidoo is from Moneyweb. 


