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nteresting new propos-

als relating to withdraw-

ing retirement funds

upon emigration were

announced in the 2020-
21 budget.

As a result of announce-
ments in the budget, the con-
cept of financial emigration as
recognised by the South
African Reserve Bank will be
phased out to be replaced by
a verification process. The
trigger for individuals to
withdraw their funds will be
reviewed and any resulting
amendments will come into
effect on March 12021

Individuals are currently
able to withdraw funds from
their pension preservation
fund, provident preservation
fund and retirement annuity
fund upon emigrating for
exchange control purposes
through the Reserve Bank.

We need to await further
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Funds withdrawal in spotlight

® Concept of financial emigration will be phased out
to be replaced by a verification process

details on this, but it is likely
to mean that access to these
funds will remain restricted,
even though a person were to
relocate to another country.

It was also announced in
the budget that the govern-
ment would increase the cap
on the exemption of foreign
remuneration earned by
South African tax residents to
R1.25m per year from March1
2020. Over the next 12
months, a new capital flow
management system will
also be put in place.

All foreign-currency
transactions will be allowed,
except for a specific list. An

AN ANTI-AVOIDANCE
PROVISION
REGARDING
CHANGE OF
RESIDENCE HAS
ALSO BEEN
PROPOSED

anti-avoidance provision
regarding change of resi-
dence has also been pro-
posed.

Capital gains tax is levied
when a person ceases to be a
South African tax resident.
When a company ceases to
be a resident, there is a
deemed disposal of its assets
that triggers capital gains tax.

Despite these rules, resi-
dents who hold shares in the
company could subsequently
dispose of the shares and
qualify for a participation
exemption for the sale of
company shares. It has been
proposed that amendments
be made to the legislation to
close this loophole.

Meanwhile, new propos-
als to reimburse employees
for business travel were also
announced. Currently, if an
employee spends a night
away from home for business
purposes, an employer may
reimburse the employee for
meals and incidental costs.

This reimbursement is not
taxed, provided the amount
does not exceed the amount
published by the South
African Revenue Service.

If an employee is away
from the office on a day trip,
advances or reimbursements
are not taxed if the employee
can prove that they incurred

these expenses on the
instruction of the employer,
in the furtherance of the
employer’s trade.

An anomaly arises, how-
ever, when an employee pur-
chases meals and incurs inci-
dental costs during a day trip
for work, but the employer
has not explicitly instructed
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the employee to do so. To
address this, it was proposed
the legislation be amended to
exclude reimbursement
expenses incurred by an
employee for meals and inci-
dental costs during a busi-
ness day trip, provided the
employer’s policy allows for
such reimbursement.
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