
 

 

Trusts and Wealth Taxes in the Budget Speech 

 

In the last year’s Medium Term Budget Speech, Finance Minister Pravin Gordhan indicated that he 

was wanting to raise an additional R13 billion in the 2017/18 tax year over and above the anticipated 

R15 billion that were announced in the February 2016 Budget Speech.  

 

Suggestions have been made regarding the introduction of supertaxes, increases in the VAT rate or 

the proposed additional revenue from the Sugar Tax to fund the revenue increases. Many of these 

will also be very poorly received as South Africans are feeling the impact of a struggling economy.  

 

The Davis Tax Committee has suggested that wealth taxes (eg: Estate Duty, Donations Tax) are not 

being collected effectively. Taxpayers have implemented avoidance strategies specifically targeting 

wealth taxes. The new section 7C of the Income Tax Act, effective 1 March 2017, is part of the 

proposal to fix the avoidance incentives. This provision creates a deemed donation of interest on 

loans to trusts. Many of their recommendations are still to be implemented.  

 

The most contentious change of these recommended changes is to the taxation of discretionary 

trusts. Under current tax law, any income distributed by a trust will be taxed in the hands of the 

beneficiary. The proposal is to remove the provision that allows income from a discretionary trust to 

be taxed in the hands of the beneficiary instead of the trust itself.  

 

To illustrate the potential impact, presume that a discretionary trust earns R100 000 worth of 

income. This income is then distributed to someone who is taxed at the lowest marginal rate of 18%. 

This individual will pay tax of R18 000. If this distribution was taxed in the trust as per the proposed 

change, the tax payable would be R41 000.  

 

National Treasury would collect an additional R23 000. Per the Davis Tax Committee there are over 

180 000 discretionary trusts registered. If we extrapolate this increase in tax collected to all trusts the 

increase in revenue is R4,14 billion. 

 

This is obviously a very simplistic calculation, but it does illustrate how significant increase in tax 

revenues can be increased by amending one section only, without needing to add new taxes.  

 

I think Trusts are in for a bumpy ride. 

 
By Carmen Westermeyer 

Member of the SAICA Tax operational committee 

 

 

 

 


