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rom Oetober 5, the

S5A Hevenpe Ser-

vice {Sars) started

rnakingr changes. bo

the data that Is
required fromy medical akl
schemes,

For most 54 taxpavers,
the changes mpact amploy-
eag who pay PAYE and the
medical aids they are mem-
bers of will be required o

update  thelr  reporting
methods.

Remember, If you oon-
tribute to & registered medical
abd sehemse in SA, you're eli-
gibbe fow eax relbef in the fonm
of fax credis, which are
deducted fromy your anmmaal
personal tax labilty. Credis
are nonrefundable and fall
inbe mwo categories: Medical
schemes tax - credit (MTC)
and  sddiional  medical
expenses oy credn (AMTC
For ernployees who belong o

BUSINESS LAW & TAX

Sars requires
new medical
scheme data

® For most SA taxpayers, the changes that took
effect in October will impact those who pay PAYE

a  regetered  medical  aid
acconding to the Medical

Echemes Act, the medical
crediis reduce an employves's
maonthly  PAYE  amount,
which s mow nglermented
on  most payrolls,  This
Increasay Gn empdoye's ned
take- horme pay.

The bkey medical akd data
changes inchsde
W Provision of data on dis-
abled principal members and
their dependents:
® Data of persons makdng
peaymenss on balalf of princ-
pal members; and
® Separate nonallowabde

THE AIM 15 TO
REDUCE THE
BEURDEMN ON
MEDICAL SCHEME
ADMINISTRATORS
AND ENSURE MORE
ACCURATE
REFORTING

from the allowahie expenses,
now repanted as claims not
pabd or covered by medical
schermes on the T30 cerl
cate.

These  changes  are
desimed 0 streamling pro
cosses  and  address  the
prevalent issue of incemplete
mformation. By providing
more  comprefsensive  data,
the aim 15 to reduce the bur-
dem on medical  scheme
admintsirators  and  ensure
MOre aoeirate reportng

This will akzo  greatly
reduce the awdi process n
practice.  preparing & lax
return i which  someons
pay's for a dependent’s contri
butions is often a veriiable
nkghitmare

For Instance, sometimes
muiltiple persens could share
thie cost of the medical
schermne fees of a Family
member who is a dependant
b redation to thern In this =it
uation,  each  conibutor
wiiehd be entitled to o share of

CREDIT WHERE IT'S DUE

e medical scheme fees fax
credit — they do not them-
sefves have o be g mormber
of & medical scheme bar can
captribute 10 the  medical
scheme of which the depen-
dant is & member.

The following  sdditonal
praciical lssues absn need 0
be considered
@ If & taxpaver pays for an
immediste fEmily member’s
medbeal abd from s or her
oW Inoome; and
@ The rules in terms of age -
that of the wxpaver or the
dependert who, In terms of
e miles  of 4 medical
scheme, 15 8 member of such
medical scherms — keeping in
mind a “member means a
person who  has  been
enrolled or sdmitted &5 a
member of  a  medscal
scheme. Theredore. the roedi-
cal schemse data will reflect
the detalls of the immediate
Earmily wrmber nstesd

Ay taxpayver wishing o
clalm  dsability  expenses

umder section 68 of the act for
a dependant wifl have to én-
gure they have a completed
the TFR-DD form and ary dis-
ability expendinre  appears
on the prescribed et ol gqual -
Ifying playsical impalsment o
dizabdlity expenditure.

WHERE TO WITH NHI?
Wih these new measures in
place. it begs lhe question
whether further changes io
medical credils  can be
expected under the Natonal
Health brsurance {NHL pro-
posals

Many commentabors and
experts have rightly haled tha
thi legislative framework is
largely  unimplerventalie,
which Is why the public s
advised that bile will change
over the medinm temm

The WHI proposals ave
premised on the government
belng abbe 1o ralse an addi-
tonal RE000N In tax revene,
which, even W phased, is
impossible. The money  is

S123AF — DZMITRYSKAZAL

needed as the proposals seck
expressly o deny  income
earmers the right o cover
thelr cown hesaltheare, regard-
beas of the ability of the state
B ETHUTE SileguEate Gooess i
i

Reasons for wanting o
mplerent WHI were stated
i folloars:
@ “Medical wax credis anly
benelit those that are in a
poslion to pay elther through
medbcal scheme coverage or
out-of-pocket but  do not
bemefit the pooe”
@ “The money that goes inio
tax credits will be consolidat-
ed to beredin all as the robe of
medical schames and out-of-
pocket  pavment  reduces
under NHL

However, given the com-
plesdties and ramillcations: of
the NHI scheme, B ratses the
question of whether this is
the optimal approach to fund
thir MHI programme fromm an
alveady  burdened individual
tax base

TAXING MATTERS

Hurdles

Estian Haupt
& Leanard Willamse
AdrA

dverse fax

CONSEUeNCas arise

whes a persar
dispeses of Immovable
property ot proceedy
excesding the base cost.

Hovwever, section 42 of
the Incomie Tax Act Mo 58 of
1962 pravides rellel where
the consideration for such
disposal is the ssue of equity
shares by a resident
commpary, and cerain other
reguircments are met
Prurssant to section 42 of

thae act, no sdverse tax
cohsequences will arlse as a
resull of the disposal because
the iImmivable property is
deemned o be disposed of &t
It= bame cost Secthon 42 of
e act provides for the
ralbover of the tax kistory of
the asset onto the acquiring
compary and thal conpany’s
shares for fubsre tax

pUrposes,
O of the requirernents
1o qualify as a section 42

when transferring immouvable property

assed-for-share ransaction is
thit the person (ie the
transferar) rrasst hold 4
“qpualifyting iterast” n the
acquiring compary fle the
transferas) af e close of the
kay o wibeh the asset is
disposed of Whese the

tsposal takes place 1oan
unlisted compary, a

ving inferest” means at

ezt 10 of the equity shares
that confiers at least 100 of
the vioting rights in that
company. I other words, on
the diate of the disposal the
translerar must hobd at least
101%, of the equity shases of
thi ransleres

It 18 therefore, Important
o debermuine the date of
disposal of the assed In erms
o secthon Al of the act,
“disposal” is deflined with
redference bo the definition of
“digposal” in paragraph | of
the eighth schedale o e act.
It fallovs that the tme of
sch digposal (e the date of
the dizpasal] will atso be
regulated by the elghth
srledule and. n particular,

by paragraph [3.

When dealing with
imumovable progerty, the gale
spreement will generally be
subject i centaln suspensive
condidons In terms of
paragraph 13 of the sighth
schedule, the time of disposal
b these instances will ba
whien the suspensive con-
dirioms in such an agrecment
are satisfled Practically this
dage will be well in advance
of the transler date in the
Daerds Office.

With reference 1o the
“qualifving inderess”
requirement of section 42,
the transferor st aoquire
at beast 10% of the equidty
shares of the transferee
company o the date that the
suspensive conditions are
safisfied, notwithstanding

IT IS CRUCIAL TO
EMSURE
COMPLIANCE WITH
TAX LEGISLATION
ON AN ANNUAL
BASIS

theat the transfer of
cwmership will anly takoe
place ruch later. Staed
COITIEAITY FTILSE pay
cansideration (throagh the
Iasue of shares) before it
takes cwnership of e assed.

'Thits dhmes rist have &
signilbcant impact on 100
hedd ransferes compartes,
however, when third parties
are lmvobved such
pricticalithes shoubd be
cansidered when negoiating
4 transaction

WHERE TO FROM HERE?
Although there are pobeniial
arguments reladng i when a
person can be sabd o “hold™
exjuiry shares {in broad
terms, such arguments
consider whether a person
camn “Teold ™ shares without
being the sharehaolder
terms of the Companies Actl,
such arguments are complex
e Inwolvied

As noncompliance witl
thee Tegpuirennernts will result
In thee Inapgpicabiliny of the
section 42 rallover (giving

rise toadverse tax
consequences), the prudent
approach i o ensure the
transleras COmpany ksswes
the rexquired shares o the
transferar on the date on
which the suspensive
conditlons ane ful{led.
Comrnercially, iwould
=il b important i provide
thi ecessary safguards o
the tranaleres cormpearny &
provided consideration for
an asset it s sl to receive.
Abthough section 42
asgel-for-share ransactions
Tt become commonplace,
the above Hlustrates the
v tansee of consubiing
with your tax adviser before
entering into ary signilicant
transaction. The gendral
provisions almaest abways
e Tasamices that meay not
have been rebovant to
previous iransactions bt
nkay result in adverse tax if
irmplemented Incormectly.

TAKEAWAY FOR
TAXPAYERS

Although the withcrawal of
Practice Note 31 coincldes

with the introduction of
section 116G of the st it

s ypartant for taxpayers
B0 repoaEidar any
deductions clalimed with
respect o interest
expendiiire.

I & eruckal to ensure
comipliance with tax
legislation an an anmeal
basis and 1o not merely
repeal prior year reatment.
Thiz iz particularhy trae
where previous positkons
for a Practice Mote in this
Instance) are changed
and reglaced with new
provistons (e section
i),

Wi recomnvend thas
adbvice and assistance be
sought from regutable ax
advisers if you are uncertaln
af the mew requireiments for
a deduction of interes
Incurred.
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