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The Minister of Finance, Mr Enoch Godongwana, in his inaugural National Budget Speech 
announced a R5,2 billion relief in taxes to help support economic recovery. This relief is 
possible given the improvement in revenue collections, however, none of the R5,2 billion relief 
is proposed to come from corporate income tax.  

This may seem a bit strange based on the announcement of a reduction in the corporate 
income tax rate from 28% to 27%. However, this is balanced by base-broadening tax 
measures. The reduction in tax rate is effective for all tax years ending on or after 31 March 
2023. Most companies have a February year-end, which means this will only be effective for 
their 28 February 2024 year-end. Our corporate tax rate has been on the high side from a 
global point of view, as it exceeds the OECD average of 23%. Many other countries have 
reduced their rates over the years, whereas South Africa has stayed at 28% for some time, 
making a reduction in rate a welcomed relief. 

One of the base-broadening measures is the change in how assessed losses are utilised. The 
effective date for this change will coincide with the change in the corporate tax rate and will 
thus be effective for year-ends of companies from 31 March 2023 onwards. The limitation on 
assessed losses is not unique to South Africa as many countries around the world have a 
variety of forms of loss limitation rules related to assessed losses. The change in South Africa 
is designed to ensure that at least 20% of the corporate’s taxable income, before setting off 
any losses brought forward, is taxed. However, there is a reprieve for smaller corporates with 
taxable incomes of less than R 1 million, as they will not be subject to any restrictions on the 
set-off of losses. 

Another base-broadening measure is the changes to section 23M on the Income Tax Act. This 
section deals with limiting interest deductions allowed by corporates where they pay interest 
to a controlling group company and the interest is not included in the recipient’s income. The 
important changes to this section are that the formula to calculate the rate to apply to the 
adjusted taxable income has changed from 40% adjusted by a repo rate-based variable to a 
fixed 30% and that recipients who were previously excluded from a section 23M limitation, due 
to reduced rates of taxes because of double taxation agreements, are now included. 

The impact on tax revenue collections relating to corporate taxpayers, based on the above 
explanations, as proposed by the Minister, are as follows: 

 

 



 

The Minister has proposed that the R5,2 billion tax relief is to come from the following areas:  

          
Expansion of the employment tax incentive  R   (2 200 000 000) 
Not adjusting the general fuel and road accident levy  R   (3 500 000 000) 
Increase in excise duties on alcohol  R        400 000 000  
Increase in excise duties on tobacco  R        100 000 000  
       
      R  (5 200 000 000) 
          

 

Hopefully, the reduction in the corporate tax rate along with the tax relief proposals can help 
support the economic growth that our country so desperately needs. 

 
 

ENDS 

About SAICA 

The South African Institute of Chartered Accountants (SAICA), South Africa’s pre-eminent 
accountancy body, is widely recognised as one of the world’s leading accounting institutes. 
The Institute provides a wide range of support services to more than 50 000 members and 
associates who are chartered accountants (CAs[SA]), as well as associate general 
accountants (AGAs[SA]) and accounting technicians (ATs[SA]), who hold positions as CEOs, 
MDs, board directors, business owners, chief financial officers, auditors and leaders in every 
sphere of commerce and industry, and who play a significant role in the nation’s highly 
dynamic business sector and economic development. 

Chartered Accountants are highly valued for their versatile skill set and creative lateral 
thinking, that's why all of the top 100 Global Brands employ Chartered Accountants. 
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Reduction in corporate tax rates  R   (2 600 000 000) 
Restriction on assessed losses   R     1 100 000 000  
Additional interest limitation   R     1 500 000 000  
      R                             -  
          

mailto:kgauhelod@saica.co.za
mailto:renetteh@saica.co.za

