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South Africa
Paying taxes expected to become more difficult, after years  
of improvements

Paul de Chalain

PwC South Africa

South Africa’s Total Tax Rate saw a 
significant reduction in 2012, falling 
to 30.1% in the current study. This 
reduction is primarily due to South 
Africa replacing the secondary tax 
on companies, which was levied on 
a company declaring a dividend, 
with a dividends tax that is levied on 
the shareholder. The Total Tax Rate 
has also reduced substantially from 
37.6% in 2004. There are currently no 
proposals that could lead to further 
significant changes in the Total Tax 
Rate in the short term. In the medium 
term, however, there are two changes 
worth mentioning. The proposed 
National Health Insurance could 
significantly increase the Total Tax 
Rate of the case study company in the 
near future, but this will depend on 
how it is proposed to be funded.

Also, it is proposed that a carbon tax be 
introduced in 2015 which could see the 
tax burden on companies that are liable 
for that tax increasing significantly, 
although the carbon tax would not 
affect the Total Tax Rate of the Paying 
Taxes case study company. 

The time taken for companies to 
comply with their tax obligations 
has been on a declining trend since 
e-filing was introduced in 2003. 
Continued improvements have been 
made over the years, including the 
ability to file a single monthly return 
for a number of payroll taxes and 
reduced requirements for submitting 
supporting information with corporate 
income tax returns. However, some of 
these gains are expected to be eroded 
for a variety of reasons. The South 
African Revenue Service (SARS) has 
reversed the trend for the provision 
of less information and has now 
introduced a number of measures 
which will increase the compliance 
burden on taxpayers. These measures 
include the introduction of a new 
corporate income tax return in 
2013 with enhanced disclosure 
requirements; the introduction of a 
supplementary income tax return 
whereby companies may be required to 
reconcile accounting profits, corporate 
income tax profits, payroll taxes and 
indirect taxes; and onerous compliance 
requirements were introduced along 
with the new dividends tax. Certain 
taxpayers, most notably banks, are 
now also subject to onerous new 
requirements to provide third party 
information to SARS. Add to the above 
the proposed new withholding taxes 
on interest paid to non-residents to be 
introduced in 2015, and the medium 
term outlook for the compliance 
burden on companies does not 
look rosy. 
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Many of these changes can be 
attributed to the pressure that tax 
revenues are under and concerns with 
the protection of the South African tax 
base. To this end, South Africa is no 
different from many other countries 
and has recently undertaken, or 
signalled an intention to undertake, 
a number of other steps to protect its 
tax base. 

These steps include:

• reform of transfer pricing 
legislation

• hybrid debt and equity rules
• extending exit charges in 

connection with the migration of 
tax jurisdiction

• refining controlled foreign 
company legislation

• proposed rules for excessive 
interest

• requirements for suppliers of digital 
services to register for VAT in 
South Africa

• renegotiation of tax treaties, and 
• negotiation of numerous bilateral 

and multilateral mutual assistance 
and exchange of information 
agreements. 

In addition, many corporates report a 
marked increase in SARS inquiry and 
audit activity. The tax administration 
landscape in South Africa is therefore 
going through a significant period 
of change.

Many of these changes do not affect the 
case study company given its assumed 
attributes; however, they do serve to 
illustrate the creeping compliance 
burden that many companies will 
be experiencing.
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The Total Tax Rate included in the survey by 
the World Bank has been calculated using the 
broad principles of the PricewaterhouseCoopers 
methodology. The application of these principles 
by the World Bank Group has not been verified, 
validated or audited by PricewaterhouseCoopers, 
and therefore, PricewaterhouseCoopers cannot 
make any representations or warranties with 
regard to the accuracy of the information 
generated by the World Bank Group’s models. In 
addition, the World Bank Group has not verified, 
validated or audited any information collected 
by PricewaterhouseCoopers beyond the scope 
of Doing Business Paying Taxes data, and 
therefore, the World Bank Group cannot make 
any representations or warranties with regard 
to the accuracy of the information generated by 
PricewaterhouseCoopers’ own research.

The World Bank Group’s Doing Business tax 
ranking indicator includes two components in 
addition to the Total Tax Rate. These estimate 
compliance costs by looking at hours spent on 
tax work and the number of tax payments made 
in a tax year. These calculations do not follow 
any PricewaterhouseCoopers methodology 
but do attempt to provide data which is 
consistent with the tax compliance cost aspect 
of the PricewaterhouseCoopers Total Tax 
Contribution framework. 

The firms of the PricewaterhouseCoopers global 
network (www.pwc.com) provide industry-focused 
assurance, tax and advisory services to build 
public trust and enhance value for clients and their 
stakeholders. More than 180,000 people in 158 
countries across its network share their thinking, 
experience and solutions to develop fresh 
perspectives and practical advice. 

This publication has been prepared as general 
information on matters of interest only, and 
does not constitute professional advice. No 
one should act upon the information contained 
in this publication without obtaining specific 
professional advice. No representation or warranty 
(express or implied) is given as to the accuracy 
or completeness of the information contained 
in this publication, and, to the extent permitted 
by law, neither PricewaterhouseCoopers nor 
the World Bank Group accept or assume any 
liability, responsibility or duty of care for any 
consequences of anyone acting, or refraining to 
act, in reliance on the information contained in 
this publication or for any decision based on it. 
The World Bank Group does not guarantee the 
accuracy of the data included in this work. The 
boundaries, colours, denominations, and other 
information shown on any map in this work do 
not imply any judgment on the part of The World 
Bank Group concerning the legal status of any 
territory or the endorsement or acceptance of 
such boundaries. The findings, interpretations, 
and conclusions expressed herein are those of the 
author(s) and do not necessarily reflect the views 
of the World Bank, IFC and its Boards of Executive 
Directors or the governments they represent.

This publication may be copied and disseminated 
in its entirety, retaining all featured logos, names, 
copyright notice and disclaimers. Extracts from 
this publication may be copied and disseminated, 
including publication in other documentation, 
provided always that the said extracts are duly 
referenced, that the extract is clearly identified as 
such and that a source notice is used as follows: 
for extracts from any section of this publication 
except Chapter One, use the source notice: “© 
2013 PricewaterhouseCoopers. All rights reserved. 
Extract from “Paying Taxes 2014” publication, 
available on www.pwc.com/payingtaxes”. For 
extracts from Chapter One only, use the source 
notice: “© 2013 The World Bank and International 
Finance Corporation.  All rights reserved. Extract 
from “Paying Taxes 2014” publication, available on 
www.pwc.com/payingtaxes”.
 

All other queries on rights and licenses, including 
subsidiary rights, should be addressed to the 
Office of the Publisher, The World Bank, 1818 H 
Street NW, Washington, DC 20433, USA; fax: 202-
522-2625; e-mail: pubrights@worldbank.org.

© 2013 PricewaterhouseCoopers, the World 
Bank and International Finance Corporation. 
All rights reserved. “PricewaterhouseCoopers” 
refers to the network of member firms of 
PricewaterhouseCoopers International Limited, 
each of which is a separate and independent 
legal entity. The World Bank refers to the legally 
separate but affiliated international organizations: 
International Bank for Reconstruction 
and Development and International 
Development Association.
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