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"The difference between tax avoidance and tax
evasion is the thickness of a prison wall.”
(Denis Healey, former UK Chancellor of the

Exchequer)

The line between tax avoidance and tax evasion can
sometimes appear blurry, especially in complex transactions
or fierce tax planning strategies. The comparison below is a
good starting point:

Legal

Uses legitimate tax strategies
Transparent reporting

Works within tax law

May be encouraged through
tax incentives

Tax Avoidance vs Tax Evasion: Toeing the Line

Illegal

Uses deceptive practices
Concealment of information
Violates tax law

Subject to penalties and
prosecution

What is tax avoidance?

June 2025

Tax avoidance refers to legal arrangements or transactions designed to reduce or eliminate tax liability,
without breaking the law.
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Examples of tax avoidance include:

¢ Moving a company into a special economic zone for the sole reason of achieving a lower
corporate income tax rate.

o Timing the sale of capital assets to control the timing of capital gains and losses.

e Getting your company to pay for a motor vehicle or other expenditure as it may, depending on the
circumstances, be taxed at a lower rate.

o Placing a large amount of your income into a retirement fund to obtain the highest deduction
possible.

¢ Investing in tax-free savings accounts (this applies to individuals only).

Often termed “permissible tax planning”, tax avoidance is legal and accepted. However, when tax
avoidance becomes overly aggressive or artificial (i.e., lacking commercial substance), it may cross into
what tax authorities consider “impermissible” or “abusive” tax avoidance. This, while not necessarily
criminal, may be challenged under anti-avoidance rules such as the General Anti-Avoidance Rule
(GAAR).

South Africa employs GAAR to counteract tax avoidance strategies that exploit loopholes. These rules
allow tax authorities to disregard or re-characterise transactions that have the primary purpose of
avoiding tax.

What is tax evasion?

Tax evasion is characterised as the illegal act of deliberately and intentionally avoiding paying taxes,
either by avoiding paying tax entirely, or by illegally reducing or deferring taxes payable. It can involve
hiding or ignoring one's tax liability by making false representations or statements, or hiding income or
information that would otherwise be subject to taxation.

Examples of tax evasion include:

Failing to file required tax returns

Making false statements on tax returns

Failing to declare income or deliberately underreporting income
Claiming personal expenses as business expenses
Over-declaring expenses, which may include falsifying invoices
Using multiple entities without legitimate business purpose
Moving money through multiple accounts to obscure its source

SARS uses data-driven insights, self-learning computers, and artificial intelligence to combat tax evasion,
and is empowered to conduct criminal investigations into tax offences and work with the criminal justice
system to prosecute offenders.

Tax evasion can result in severe penalties of up to 200% of the shortfall in tax, plus interest, and even jail
sentences of five years or more.

Best practices for legal tax avoidance
1. Stay updated with ever-changing tax legislation to make informed decisions.

2. Structure your business operations or transactions in a manner that legally minimises taxes —
for example, operating as a sole proprietorship or a private company have different tax
implications.

3. Engage in permissible tax planning by adhering to all tax laws and regulations, and avoiding
abusive tax schemes designed to exploit loopholes in the tax laws.

4. Utilise all tax deductions, credits, exemptions and incentives, including deductions for
business expenses, tax credits for certain investments or activities.

5. Comply with reporting requirements and avoid penalties and interest by filing accurate tax
returns on time.

6. Maintain accurate records of all your financial transactions and tax-related documents to ensure
all claims and deductions can be substantiated when required by SARS.

7. Ensure transparency and full disclosure by always providing full and accurate information on
tax returns: concealing information or providing misleading details can easily cross the line into tax
evasion.

Best practice as a service

By adhering to these best practices, taxpayers can effectively employ tax avoidance strategies without
crossing the line into the realm of tax evasion.

The best way to ensure all these best practices are implemented in your tax affairs is simply to
work with our team of tax professionals. We are knowledgeable about the ever-changing tax laws and
have the expertise and experience to provide tailored advice and solutions that keep you on the right side
of the law while minimising your tax burden to the full extent permissible.
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5 Tips for Helping Your Employees Through a Crisis

“When people are financially invested, they want
a return. When people are emotionally invested,
they want to contribute.” (Simon Sinek)

Employee engagement. It determines so much about the
direction of a company, its staff productivity and how likely it
is to succeed. According to a Gallup poll just 23% of South
African employees are actively engaged, and the support
offered by your company during difficult times is a key
predictor of whether your employees are doing better or
worse than that. Ignoring a personal crisis or mismanaging
it can result in diminished trust, high turnover, and costly legal complications. On the other hand, getting it
right can transform a tough moment into a team-building exercise that drives loyalty across your
enterprise. Here are our five tips for handling an employee's crisis with care, compassion, and
professionalism.

1. Listen without judgement

The first step in supporting someone through a crisis is simply to listen. Not all employees will be
forthcoming, and many will fear repercussions or shame if they do share. By creating a psychologically
safe environment where they feel heard and respected, you allow the conversation to unfold in a way that
will allow you to help.

Listening does not mean solving. Ask what they need. Avoid overpromising or reacting too quickly. This is
their experience, not yours, and your job is to provide space for them to express it.

2. Tailor your support to the individual

There is no one-size-fits-all approach. While one employee might benefit from time off, another may
prefer flexible hours or a change in responsibilities. Consider what reasonable accommodations can be
made, in accordance with HR policies and employment laws. What's important is that the support feels
personal and meaningful, not generic or performative. You will likely want to speak to HR or, in a smaller
business, ask for outside advice.

3. Communicate clearly (and privately)

When an employee’s going through emotional turmoil, one of the most challenging aspects is managing
the line between transparency and confidentiality. While you may need to inform certain stakeholders
about changes in workflow or responsibilities, the nature of an employee’s crisis should never be
discussed openly or speculated about in the office.

Establish clear, private channels of communication and check in regularly. Let the employee know what’s
being shared and with whom — and always ask for their consent where appropriate. Trust is fragile and
you need to protect it.

4. Support your other employees too

It's not just the employee in crisis who needs help — often their direct manager, or co-workers will also be
feeling overwhelmed, overworked or unsure how to proceed. Offering management training on crisis
response, mental health first aid, and compassionate communication can improve outcomes for everyone
involved.

Managers are on the front line of employee wellbeing, and giving them the right tools helps avoid
missteps that could escalate the situation.

5. Make room in your budget for empathy

There’s no denying that crisis support can come with financial implications, from offering extra leave to
making temporary hires to cover the missed workloads and even therapy for the staff member. But
investing in your people always pays off in the long run. This is where your accountant becomes more
than a numbers person.

A good accountant can help you identify inefficiencies, reallocate budget, and plan for contingency
resources that empower your company to care for its people without compromising its financial goals.

Lead by example

Your response to employee hardship is a reflection of your company’s values in action. Whether you're a
five-person startup or a 500-person corporation, prioritising empathy in moments of crisis can leave a
lasting legacy of loyalty, leadership, and integrity.

If you need help freeing up some “empathy budget”, speak to us.
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Youth Day: How Businesses Can Benefit from the ETI

“Trust the young people; trust this generation's
innovation. They're making things, changing
innovation every day.” (Jack Ma, Co-Founder
Alibaba Group)

South African businesses are always looking for ways to
foster growth and innovation while still reducing costs.

One way to achieve both is to employ young people. Young
workers bring unique advantages that can transform your
organisation. What's more, the government subsidises part
of the employment costs for qualifying young employees through SARS’ Employment Tax Incentive or
ETI.

What young employees can bring to your business

o Tech savvy: More comfortable with new technologies, young employees can accelerate digital
adoption in your business.

o Fresh perspectives: Young employees often introduce innovative approaches and creative
solutions.

« Adaptability: Young people tend to be more flexible and better equipped to respond to sudden
changes and unexpected circumstances.

o Fast learning: Fresh out of formal education, young people often learn more readily and are
eager to apply their skills.

o Energy and enthusiasm: The energy and optimism of younger workers can positively impact
team dynamics and workplace morale.

o Future-proofing: Young employees help businesses keep up to date with technological
developments, emerging trends and the millennial and Gen Z markets.

How the ETI benefits local companies

The ETI makes it more cost-effective for companies to employ young people and to harness all the
benefits mentioned above.

Essentially, this incentive subsidises part of your employment costs for qualifying young employees for
two years. There is no limit to the number of qualifying employees that an employer can hire.

The young employees’ wages are paid by the employer in full, and the ETI is claimed by reducing the
employer’'s monthly Pay-As-You-Earn (PAYE) liability by the calculated ETI amount. This creates
immediate positive effects on your cash flow.

It goes without saying that hiring more employees at a lower cost — and the boost of youthful energy they
bring — will positively impact productivity and innovation in any company. Many South African businesses
use the ETI to create a competitive advantage, build a talent pipeline for the future, and enhance their
Corporate Social Responsibility credentials.

How the ETI works
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Qualifying criteria

Employers Employees
Meet the qualifying conditions as Avalid South African 1D, Asylum Seeker
prescribed by regulation permit, or Refugee ID

) Between 18 and 29 years old (age limit
REgRced KrEah doesn't apply in Special Economic Zones)
Must not have displaced employees | Not a domestic worker or “connected

to claim the ETI person” to the employer

Mot in the national, provincial, or local
sphere of government and not a Employed on or after October 1, 2013
municipal entity

Mot a public entity listed in Schedule
2 or 3 of the Public Finance
Management Act (with some
exceptions)

Earn at least the minimum wage (or R2 500
where no minimum wage applies) but not
more than R7,500 per month

Calculation of ETI from 1 April 2025

Formula: Formula:

Mot et s ah First 12 months Second 12 months

60% of monthly

RO — R2,499.99 ; 30% of monthly remuneration
remuneration

R2,500 — R5 499 99 R1.500 R750
R1,500 — (75% x

R5,500 — R7,499 99 (monthly remuneration |+ 20 — (37,5% x (monthly

—_R5,500)) remuneration — R5,500))

*Employers can claim the ETI for a maximum of 24 months per qualifying employee.

*Example: employing a qualifying employee at R2 500 for the full month could
reduce the company's manthly PAYE liability by R1,500 per month in the first year,
and R750 per month in the second year, if all other requirements are met.

Penalties for non-compliance

For each employee displaced to employ
ETl-gualifying employees

R30,000 penalty

For claiming ETI for employees earning
100% penalty less than the minimum wage or incorrectly
calculating remuneration

Under the Tax Administration Act,
Understatement penalties potentially ranging from 10% to 200% of
the shartfall

10% penalty on underpaid PAYE plus

Late payment penalties . j
L P interest at the prescribed rate

* Adapted from SARS
Common ETI pitfalls
o Claiming for non-qualifying employees
o Incorrectly calculating ETI amounts

o Failing to adjust claims after the 12-month threshold
« Not maintaining proper payroll records
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o Overlooking the ‘monthly remuneration’ definition and required adjustments.

How professional assistance makes a difference

The ETI offers significant benefits, but it also comes with considerable compliance requirements and
potential penalties for incorrect implementation.

Our team of experienced accountants and tax professionals stays up to date with the ever-changing
regulations, uses professional systems to identify qualifying employees, accurately calculate claims, and
keep proper records, and is ready to assist if any issues, compliance checks or audits arise.

In this way, we ensure your business can maximise the ETI benefits — and the benefits of having young
employees - while minimising compliance risks.

Speak to us if you need help taking advantage of the ETI.

How to Untangle Your Personal and Business Finances

“Mixing personal and business finances might
seem harmless, but it’s a costly mistake that can
lead to tax headaches, legal risks, and financial
chaos.” (Amanda Painter)

Mixing personal and business finances is so easy,
particularly at the beginning. The company needs
something, but money hasn’'t come in, so you extend a
small loan. You pay vyourself back, by paying for the
groceries on the company card.

A recent report by the US Federal Reserve on economic wellbeing has revealed that 39% of small
business owners use personal funds to cover business expenses. This creates unnecessary risk and
could expose both parties to potential audits, bankruptcy and even criminal prosecution. So, how do you
untangle personal and professional spending without creating more chaos? These are our five tips.

1. Open a separate business bank account

The first step is getting a separate bank account for your business. This small step already makes it so
much simpler to keep all income, expenses, and taxes distinct from your personal finances — giving you
clarity and protection in case of an audit. Once your account is open, ensure all business payments go in
and out of it exclusively. Resist the temptation to make personal purchases on your business card even
just once.

2. Apply for a business credit card

A business credit card can be a powerful tool to keep finances clean and establish credit history for your
company. It allows you to track spending, earn business-relevant rewards, and build a credit score
separate from your personal one.

According to a 2022 Nav Small Business Survey, 45% of business owners didn’t even know they had a
business credit score. This is a missed opportunity — strong business credit can help with financing,
insurance, and vendor relationships down the line.

3. Pay yourself a salary (or draw consistently)

Many business owners pay themselves sporadically or in large lump sums, depending on how much is
left over each month. This creates cash flow chaos and a personal dependence on the business that's
hard to manage. Instead, create a set payment structure, either paying yourself a salary or a set amount
on certain dates. This structure will help you plan personally and track business performance more
accurately.

4. Use accounting software

Manual spreadsheets can work in year one, but as soon as your business gains momentum, you'll need
robust tools. Software like QuickBooks, Xero, or Wave allows you to categorize expenses, reconcile
accounts, and prepare for tax season with confidence.

A study by Intuit QuickBooks showed that 69% of small business owners who used accounting software
reported greater clarity over their finances and fewer tax-related errors. Automating your bookkeeping and
syncing accounts ensures your records are always up to date and SARS-ready.

5. Work with a bookkeeper or accountant from the outset

It's tempting to wait until tax time or a cash flow crisis to call in a pro. But a good accountant is a strategic
partner, not just a compliance necessity. They can help you optimise deductions, structure your pay, and
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ensure your financial systems scale with your business.

According to a survey by the National Small Business Association, 42% of business owners spend over
80 hours per year on taxes. A qualified accountant or tax practitioner can reduce that significantly, while
helping you avoid costly mistakes. Look for someone with experience in your industry and business
model.

The bottom line

Separating your personal and business finances is an important step to helping your business grow.
Clean books help you make smarter decisions, secure funding, and sleep better at night. Whether you're
just getting started or several years in, it's never too late to draw the line. Set boundaries now, and you'll
thank yourself later.

Need help separating your personal and business accounts? We are here to help.

Budget 3.0: VAT Increase Out, Fuel Levy Hikes In

Last month’s Budget 3.0 withdrew the contentious proposed
VAT changes. This resulted in inflation-linked fuel levy
increases of 16c for petrol and 15c¢ for diesel, from 4 June.

Other tax proposals from March’s Budget — including static
personal tax thresholds, reduced transfer duties, and sin tax
increases — remain unchanged.

The tax measures contained in Budget 3.0 will raise an
additional R18bn in 2025/26. A further R20bn in tax
measures are postponed to Budget 2026 — unless SARS
collects an extra R35bn in uncollected taxes, for which
Budget 3.0 allocated an additional R4bn in funding.

Your Tax Deadlines for June 2025

A Client Connection Service by DotNews

e 06 June — PAYE submissions and payments
© DotNews. All Rights Reserved.

e 25 June - VAT manual submissions and
payments

Disclaimer
e 27 June — Excise duty payments

The information provided herein should not be used or relied on as professional advice. No liability can be accepted for any errors or omissions nor for any loss or
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applicable.
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