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Dear reader

After the bright start to the year February has definitely left us a little more in the dark.
A cheap, and possibly, poor joke about the continued existence of load shedding
however the real joke is Eskom themselves. In an explosive interview given by outgoing
CEO Andre de Ruyter many of the problems, and much that was already public
knowledge was strung together. Whilst he was still busy serving his notice following his
resignation, this interview was enough to push the politicians overboard resulting in his
instant dismissal. He had alleged that the current levels of corruption within Eskom
amount to roughly R1bn per month and that at least two high ranking politicians were
fully aware of these facts. The sad response from Government (and the ruling ANC) was
to lambast the individual as opposed to engaging to get more information on the alleged
corruption, especially on what is known. The current level of loadshedding is affecting all
South Africans and will be damaging to the ruling party at the voting polls.

To compound the misery within the month South Africa was added to the grey list by the
Financial Action Task Force ("FATF"”), who are the watchdog against global money
laundering and terrorist financing. FATF had previously identified a number of areas
where South Africa did not comply with best international practice. To give Government
their due they did manage to tackle a number of these items, even amending existing
legislation where necessary. At the end of the day, they just ran out of time and so we
find ourselves grey listed. Itis not the end of the world as countries do come off this
grey list, but during the period we are grey listed it will just be a lot more onerous to
complete financial transactions. We will probably have to provide greater levels of FICA,
compliance and look through. Apparently, the biggest issue that we didn’t achieve was
the prosecution of anyone responsible for financial crimes - even though we have a
lengthy list of people who should find themselves in front of the court.
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These two items decimated our currency, with the Rand exhibiting weakness as foreign
capital packed its bags and left. A weaker Rand is going to impact everyone as it is
generally inflationary as evidenced in last night’s fuel price increase.

It is not all bad news. SARS has become a haven of excellence with a greater ability to
detect non-compliance. In a logical move SARS started to conduct lifestyle audits, which
are triggered when taxpayers display wealth that cannot be accounted for. The easiest
way that they initiate these is by looking at the luxury vehicle sales. The question that
they ask is could the purchaser afford to buy the fancy supercar based on their last few
years’ worth of declared income. Similar to Al Capone being taken down for tax evasion
by the taxman could some of our corrupt “eaters” of taxpayer money also be taken down
by the accountants as opposed to other law enforcement agencies (think police). Or
perhaps we will start seeing a lot lower value vehicles on the roads as luxury car sales
dry up.
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The recently delivered Budget Speech was noteworthy for being fairly short, straight
forward and pretty light in its amendments. There appears to be a clear
acknowledgement by National Treasury and SARS that the taxpayer has been tapped
out, and any additional tax increases will actually result in less tax revenue. We saw the
normal increases in tax brackets to counter the impact of inflation and as always sins tax
meant that booze and smokes are now more expensive. What does get us excited
though is the increase of the tax-free component in the lump sum tax tables (first
amendment since 2014 tax year). National Treasury have indicated that only 6% of
South Africans will be able to retire comfortably and part of the way to rectify this is to
give the taxpayer financial incentives to save and the increase in the tax-free component
does just that. In a great coincidence of timing Sanlam recently released a study that
deals with savings and in this month’s Financial View, we look at how as you grow older
most people achieve maturity of thought when it comes to dealing with financial matters,
however, they often reach this level of maturity too late in life.

Magwitch Securities is a Financial Services Broker offering the following products as a
comprehensive financial solution to both individuals and businesses:

Employee Benefits Retirement Planning Money Market

Medical Aid Investment Planning Investments

Risk Benefits Estate Planning Treasury Management
Short Term Insurance Foreign Exchange Trust Administration

t: 011 453 3048 f: 011 453 0715 www.magwitch.co.za

Magwitch Securities Proprietary Limited is an authorised financial services provider,
registered with the Financial Services Board - FSP number 26829
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