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Varying taxes for the provinces proposed

AN

CAPE TOWN — Individuals could be
taved at different rates in different
provinces, if’ the government accepts
roposals releases yesterday by the
financial and fiscal comimission.

Provinces should be allowed to
impose a surcharge on individual
income tax, the commission recom-
menced in a report on the allocation of
financial rearurces to national and
provincial governments for the
1997/98 tax year.

Income tax surcharges did not have
to result in an increase in the overall
tax burden, although this “was tech-
nically possikle,” head of the commisg-
sion’s secretariat Punday Pillay said.

A rew provincial grants formula
was proposed uncder which provinces
will receive allocabions to address in-
equality in their tax bases (a T-grant)
and an institutioral grant to fund
provincial legislatv.res.

The formula e)so includes three oth-
er grants previcasly recommendeg by
the commissior:

01 A grant for schoo’ edueation and pri-
mary healtb care; *
O A condicional prant for medical
training in acadernic hospitals in cer-
tain previnces; and’

02 A basic grant to enable provinces to |

egtablish and maintain the institu-
ticos'and functions required of them in
ter1as of the constitution.

 'The institutional grant would see -

each province receiving R3,176m to
meet recurrent expenditure. The grant
was based on the minimum amount
reﬂuired by the smallest province,
Pillay said.

Allowing »irovinces to place a sur-
char%'e on personal income tax would
enab
increase the revenue they colleet, the
commission said.

It recommended the national tax
rates on individuals be lowered in
accordance with provincial tax. In this
way a certain percentage of income
which formerly accrued to government
would accrue to the provinces.

The commission recommended thig
reallocation be phased in at one per-
cent of personal income tax a year for
sevenyaars.

It was unlikely legislation for imple-
menting a provincial surcharge on
national tax could be passed in the first
year the formula would be applied. So
it was proposed provinces be assigned
a transitional amount equal to what
the reallocated tax would be. o

Over and above the vadistributed
tax, it was recommended provinces be

‘ﬁl:ven the option of introducing an ad-
i

tional tax surcharge of up to five per-
cent of personal income tax, but their
decision would have to take into ac-
count the natinnal zevenue strategy.
The recommendations are
referred to Parliament. ~— Sapa.
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