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1. Legal Quotes
"No law can give me the right to do what is wrong." [Abraham Lincoln]
“Know the rules well, so you can break them effectively." [Dalai Lama]
"In a world where everyone's guilty, the only crime is getting caught. In a world of thieves, the one final
sin is stupidity. " [Hunter S Thompson, Fear and Loathing in Las Vegas]
2. Legal short
Lawyer: "The truth of the matter is that you were not an unbiased, objective witness, isn't it? You too
were shot in the fracas."
Witness: "No, sir. I was shot midway between the fracas and the naval."
3. Inspiring quotes
"In the middle of fear is where you'll find courage. In the middle of courage is where you'll find
success." [Billy Cox]
"Integrity is more valuable than income." [Robin Sharma]
"Champions aren't made in gyms. Champions are made from something they have deep inside them - a
desire, a dream, a vision. They have to have the skill, and the will. But the will must be stronger than the
skill." [Muhammed Ali]
4. Wealth taxes discussed
French economist Thomas Piketty visited South Africa some weeks ago and raised the idea of a wealth
tax as one of the measures to reduce inequality in South Africa.
Whilst Piketty’s views were criticised on many fronts, his suggestions around a wealth tax seem to have
found a measure of favour with the ANC and Cosatu. The shananigans of the past week with
Finance Minister Nhanhla Nene being fired and replaced by David van Rooyen (for the
weekend) and now by Pravin Gordhan has brought taxes and the economy into sharp focus.
The fiscus is under pressure to bring in more money, which can only be done by increasing the tax base
(unlikely in the present economic climate) or by raising taxes.
We all know that income inequality is one of the big issues in our country, but is the creation of a wealth
tax an instant panacea for this problem?
What exactly is a wealth tax?
Economists tell us the phrase “wealth tax” is used to describe a tax levied on an increase in the
size of the wealth or balance sheets of taxpayers, without regard to income. Most other taxes
are levied on gains in income generated to create the balance sheet.
In South Africa we have a lot of “redistributional taxes”, but not many wealth taxes.
The Davis Tax Committee's First Interim Report on Estate Duty (published in July) states: "Despite all its
faults, the current Estate Duty Act, coupled with Donations Tax levied in terms of the Income
Tax Act, remains the only direct tax on wealth in South Africa."
The ANC, in its arguments in favour of the imposition of a wealth tax, is actually calling for more
redistributional taxes to be levied– to increase the tax burden on wealthy South Africans. Wealth taxes
and redistributional taxes have somehow got muddled in the argument.
The Davis Tax Committee also regards capital gains tax (CGT) “as an income tax on capital income and
not a wealth tax”.
Although estate duty and donations tax (both levied at 20%) are forms of wealth taxes, there
is currently no specific “wealth tax” in South Africa.
In considering other wealth tax options in its report, the Davis Committee came to the conclusion
that the cost of implementation of new wealth taxes would be so great and the administrative
burden so significant that it would not be a cost-effective way of collecting the additional tax
the fiscus needs.

The committee suggested that, instead of introducing new wealth taxes at this stage, a properly
structured estate duty would do a better job to tax wealth at the point of the taxpayer's
death.
Stakeholders will now be carefully watching, pending Minister Gordhan's February 2016 budget, whether
any changes will be implemented in the taxation of trusts and/or changes in the rates of Capital Gains
Tax and VAT.
Happy holidays everyone!! This is the last newsletter of 2015. Newsletter #77 will be in your
inbox on Thursday 21 January 2016. All the best for the coming year.
I remain available in the holidays on 083 2515451 or fritz@sonnenberg.co.za.
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