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GENERAL EXPLANATORY NOTE:

[ 1 Words  in bold type in squwe brackets indicate omissions from
existing enactments.

Words  lli](i~’rliilr(l  witl) ;I soli(l li[)c il)(lic:llc il)w’tliot)s ill
~’xis[il)g  CI1:IC(I)IL’IIIS.

ACT
To fix the rates of normal tax payable by persons other than companies in respect
of taxable incomes for the years of assessment ending on 28 February 1998 and
30 June 1998, and by companies in respect of taxable incomes for years of
assessment ending during the period of 12 months ending on 31 March 1998; to
amend the Income Tax Act, 1962; to amend the Income Tax Act, 1996; and to
provide for incidental matters.

(Afiikam.r  te.rt si,q!lcd  13Y Ihc PIr’s~cfaII. )
(Assented to 26 JuIIe 1997.)

B E IT ENACTED by the Parliament of the Republic of South Africa, as
follows:-”

Rates of normal tax

1. Tbe rates of normal tax to be levied in terms of section 5(2) of the Income Tax Act,
1962 (Act No. 58 of 1962) (hereind’tcr  referred to as the princip~il  Act), in respect of— 5

(c/) the taxable income of any person other than a company for the year of
assessment ending on 28 February 1998 or 30 June 1998; and

(b) the taxable income of any company for any year of assessment ending during
the period of 12 months ending on 31 March 1998,

shit]] be w set forth in the Schedule to this Act. 10
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Amendment ot section 1 of Act 58 of 1962, m amended by section 3 of Act 90 of
1962, section 1 of Act 6 of 1963, section 4 of Act 72 of 1963, section 4 of Act 90 of
1964, section 5 of Act 88 of 1965, section 5 of Act 55 of 1966, section 5 of Act 95 of
1967, section 5 of Act 76 of 1968;  section 6 of Act 89 of 1969;  section 6 of Act 52 of
1970. seclion 4 of Act 8S of 1971, sec(iou 4 of Act 90 of 1972, section 4 of Ac( 65 of
1973, suction 4 of Act 85 of 1974, section 4 of Act 69 of 1975, section 4 of Ad 103 of
1976, scdion  4 of Act 113 of 1977, section 3 of Acl 101 of 1978, section 3 ot’Ad 104
of 1979, section 2 of Act 104 of 1980, scctiou 2 of Act 96 of 1981, section 3 of Act 91
of 1982, section 2 of Act 94 of 1983, section 1 of Act 30 of 1984, section 2 of Act 121
of 1984, section 2 of Ad 96 of 1985, section 2 of Act 65 of 1986, section 1 of Act 108
of 19S6, section 2 of Act 85 of 1987, section 2 of Act 90 of 1988,  section 1 of Act 99
of 1988, C,ovmnnult  Notice No. 1{.780  of 14 April 1989, section 2 of Act 70 of 1989,
section 2 of Act 101 of 1990, section 2 of Act 129 of 1991, section 2 of Act 141 of 1992,
section 2 irfk( 113 of 1993, section 2 of Act 21 of 1994, section 2 of Act 21 of 1995
and section 2 of Act 36 of 1996

2.( I ) Scc[it)n 1 ~~f [be principal Act is hereby amended-
(a) by [he substitution for the words i~rcceding subparagraph (i) of’ paragraph (e)

of [he definition of “company” of the following words:
“any unit portfolio comprised in any unit trust scheme in securities other than
properly shares managul or carried {M) by any company  registered as a
Inanaxcmctlt  company  under section 4 of the Unit Trusts Control Act, [1947
(Act No. 18 of 1947)1 19S1  (Act No,  54 of 1981),  if—”;

(h) by the substitution  for subparagrapfl  (iv) of” paragraph (d} of’ [he dc!inition U(
“connected person” of (he following subparagraph:

“(iv) any person, other th:in a company m defined in section 1 of the
Companies Act, 1973 (Act No. 61 of 1973), who individually or jointly
with any connected ~ers(m in relation to himself, holds, directly or
indirectly, at Icast 20 pcr cent of the company’s equity share ca~ital
[nlcmbcrs’  interest] or voting rights;’”;

(c) by the dc]etion in the dcfinitioo of’ “conncctcd person” of’ the word “and” at
the end of subparagraph (v) of paragraph (d);

(d) by the insertion after subpar+gtiph (v) of paragraph (d) of the definition of
“connected person” of the following paragraph:
“( vA) any other company if’ such other company is managed or controlled by

an person which is a connected person in relation to such company;
and”;

(e) by tl}e s~stitution fur item (cc) of subparagraph (vi) of paragraph (d) of the
dcfini[ion of’ “connected person” of the following item:

“(tc) :Iny other close corporation or comp;iny which is a connected person in

(f)

(!<’ )

relation to-
(i) any member contemplated in item (aa); or
(T Ihe relative or trust contemplated in item (M)); and”;

by the substitution for the definition of “executor” of the following definition:
“ ‘executor’ means any person to whom letters of administration have been
orallted  by a Master or an Assistant Master of the [Supreme] ~ Collrt
~ppointeci under the Administration of Estates Act, [1913 (Act No. 24 of
1913)] 1965 (Act No. 66 of 1965),  in respect of the estate of a cfcceased person
under any law relating to the administration of estates, and includes a person
acting or authorized to act under letters of administration granted outside the
Republic but signed and sealed by such a Master or Assistant Master for use
witbin tlw Rcpul>lic  :Itd, in any c:isc whcr-c  tllc cslatc is nol required [{) lx!
:Id[llinis[cwd  un(lcr  tlw .supc’wisi{)rl  {If’ suclt :t M:lstct- (w Assis(al]t  Mmtcr. IIW
lxrs~)ll :I(llrlillistcrillg  Illc cs{;ltc; ”;
l))’ [IIL’ Slll)S~l(Ul]tHI  1(11’ [IIC \v(MdS  [llL’LIXllIl~  tl)~ proviso”  [() p;llll~ril}ll) ([]) of the
dctiniti<)n of “gross illc[)lllc” of the f’t)llowing Wo[-ds:
“:Iny  :unount dctcrn]incd  in accordance  with the provisions of the Second
Schcdulc  in respect of lump sum bcnc(its received by or accrued to such
ncrson fronk-
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@ any fund [(other than a fund referred to in paragraph (a) or (b) of the
definition of ‘pension fund’)] which has in respect of the current or any
previous year of assessment been approved by the Commissioner,
whctber  under this Act or any previous [ncome Tax Act, m :1 pcn,sion
l’(ll]  (1,  plovidc’111  I’UIKI  (~r rc[irl.111~’111  :Illlllli[y I’tlld: or 5

( i i )  :! Iul)d rcfct rcd 10 in pNr~t~@l~g) f)tfl) {)1’ Ilw dclinilit)ll (JI’ ‘Jwilsi(m
!Ulld’, —

if’ such person was a member 01” such Iund during any such year:”;
(//) by the inserti~]n afler paragraph (e) of the dclinition  of “gross income” of the

(i)

(j)

fo[lowinu par:lflrapb:----
“ cA) where. in relation (o a mcntber or the depemfan[s or nominees of a

deceased member-
(i) any amount in a fund contemplated in paragraph (a) or (b) of the

(ii

Lleiinitioo of ‘pension fund’, “the rules-of ~ll~ch provide that on
retirement of such member a portion of his benefit has to bc taken in
the !orm  of M annuity, has been transferred to a fund, the rules of
which entitle such member, or the defendants or nominees of a
deceased member, to a benefit on retirement in the form of a lump
sum exceeding onc-third of the capitalised value of all benefits
(including lump SLIm paymenk  and annuities); or
a fund cmltempla[cd  in paragraph (~[) or (1~) of the dc[inition of
‘pension  fund’, the rules olwbich  provide that on rctircmcnt  ofsucb
member a portion of his benefit has M be taken in the form of an
annuity, is wholly or partially convcr[ccf by way of an wncndmeot  [o
its rules or otherwise, to enti[le such member, or the defendants or
nominees of a deceased member, to a benefit on retirement in the
form of a lump sum exceeding one-third of the capitalised value of’
all benefits (including lump sum payrncnts  and annui[ics),

an []tn~lunt cqui]l to two-tbirds-
([/~J) 01’ lbc anmun( so wansfc[-red;  (w
(M)) in the case of a corrvcrsion, of the anl(lunt rcprcscnting  lhc :unounl

converted fur the benefit or ultimate benefit of the member or the
defendants or nominees of the deceased member:

Provided tlmt tbe Commissioner may, cm application by a fund, in particular
circumstances, increase the proportion of one-third contemplated in subpara-
graph (i) Up to a maximum  of one-half on the following conditions:
(,/) that on 12 Murch 1997 the proportion of tbc benefit on retirement in such

fund that could be taken in the form of a lump sum was greater than
(~ne-third,  but not greater than one-ball’, of the total c:lpitalized value of
d] benefits;

(b) [bat the rules of such fund are amended so that the maximum proportion
of such member’s benefit on I-etirement that can be taken in the form of
a lump sum is one-third of the total capitalized value of all benefits; and

(c) such further conditions as the Commissioner may determine from time to
time;”:

by the insel(ion :lfter the definition of- “income” of tbc following definition:
“ ‘insolvent estate’ means an insolvent estate as defined in section 2 of the
insolvency Act, 1936 (Act No. 24 of 1936];”;
by the substitution for paragraph (17) of the definition of “pension fund” of the
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following poragrapb: 50
“(h) with cf~ect from a date determined by tlm Commissioner in l-elation to

di~y  fund lwrci[ml’[cr rcl’cwcd [<) (IN)( b e i n g a  dutc c:lrlicr [lIaII
4 Dcccl~lbcr 19S 1 ), ally pcnsi(m  fund cstablislwd  for IIW bcnclit 0 1
CIIIIIIOVCCS  of :1 control” board as dclil~cd in section 1 of’ (l~c Markc[inx
[A~st.  1968  (Acl No. 59 of 1968)] of A~ricult[l[-:11 l’roducts Act, 1996 (,Ac_t 55
N(),  47 of’ i 996).  or for tbc bcne[i[ of employees of the Development
Bank of’ Southern Africa, if the Commissioned is satisfied that the rules of
such fund are in al] mrteritil respects identical to those of the
Government [Service] Employees’ Pension Fund; or”;
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(k)

(1)

by the substitution for the definition of “person” of the following definition:
“ ‘person’ includes an insolvent estate, the estate of a deceased person and any
trust;”;  and
by the addition to the definition of “rcprcscntative taxpayer” of the following
paragraph:
,,

) in respect of’ the income  reccivcd  by (w accrual to an iusolvcnt  cslatc,  Ihc
trustee or administrator of’ such insolvcnl estate,”.

(2)(a) Subsection ( 1 )(x) slmil come into operation on 1 March 1998 and shall apply to
any lump sum benefits received by or accrued to any person on or after that dtitc.

(b) Subsection ( 1)(//,)  shall be deemed to have come into operation on 12 March 1997
and shall apply to all amounts transferred or amounts representing the amounts
converted for the benefit of any person on or after that date.

(c) Subsection ( l,)(i), (k) and (/) shall come into operation on the date of promulgation
of’ this Act and shall apply to any estate voluntarily or cotnpulsorily  sequestrated on or
after that date.

Amendment of section 6 of Act 58 of 1962, as inserted by section 5 of Act 104 of 1980
and amended by section 5 of Act 96 of 1981,  section 5 of Act 91 of 1982, section 4 of
Act 94 of 1983, section 4 of Act 121 of 1984, section 3 of Act 96 of 1985, section 4 of
Act 85 of 1987, section 4 of Act 90 of 1988, section 4 of Act 70 of 1989, section 3 of
Act 101 of 1990, section 4 of Act 129 of 1991, section 4 of Act 141 of 1992, section 5
of Act 21 of 1995 and section 4 of Act 36 of 1996

3. Section 6 of the principal Act is hereby amended by the substitution for the
expression “R2 660” in paragraph (u) of subsection (2) of the expression “R3 2 15“.

Repeal of section 6bis of Act 58 of 1962

4. Section 6bis of the principal Act is hereby repealed.

Amendment of section 6qaat of Act 58 of 1962, as inserted by section 5 of Act 85 of
1987

5. Section 6qua~ of the principal Act is hereby amended-
(a) by the substitution for subsection (1) of the following subsection:

“(1 ) Subject to the provisions of subsection (2), there shall be deducted
from the normal [taxes] tax payable by any resident of the Republic or any
person contemplated in s~tion 9C(2)(b)  in whose taxable income there is
included-
@ any income [derived] received by or accrued to such resident or person

from [a source in] any country other than the Republic; ~
~ any p roportional  amount of investment income contemplated in section

9D.
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a rebate equal to the sum of any taxes on income proved to be payable, without
any right of recovery, other than a right of recovery in terms of any entitlement
to carTv  back losses arising during any year of assessment to any year of 40
assessment prior to such year of assessment, by—
Q) Q@ SUCh resident Of the RePublic; Y.@

(M) any controlled foreign entity, as contemplated in section 9D,
in respect of such proportional amount; or

Q such person contemplated in section 9C(2)(b), 45
to the govcrnmtm[  of such other country in respect of the amount of iucx)mc so
i ucluded in that resident’s or person’s taxable income: Provided that-
(a) the rebate under this subsection shall not cxcccd [so much of the normal—

tax payabk by such resident as is attributable to the inclusion in his
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(b)

(/, )

taxable income of the amount of income so included therein] an

1

amount which bears to the total normal tax payable the same ratio as the
taxable income attributable to the income so included bears to the total
laxable  income; and
\\ ’l] L’li’  Sllc’11  S111)1  of:lll\~  [il  S(’S lMl\JJld C [(l [i IL’ flo VL!t”lll]l  Lsll[ ofdll~  S(IL’11  (l[IIL’1”  5

(excluding so lllLIch  of sucil  cxccss  ;Illlollllt  relating to lorcign tax paid or
payable by any controlld  foreign cn[i[y  wi~icb distributes i(s pr(~(its  in
Ihc f(wn of” dividends) n)ay bc dcduclml Itx)m any Sec(mdary  Tax (III
Colnpanies which becomes l~ilyilbl~ alter (he dctcrminaticm of such
excess armmnt,  limited [o an amount Lfctem]ined  by applying the rate of’
[he Secondary Tax on Companies  to lhc profits attributable to (he
inclusi(m  of’ the income conlcnlpiatcd  in paragrupb (a) of [his subsection,
aller the deduction 01———
(i) any normal tax paid or payable; or

(ii) such sum of Lrxcs payable to the government of any such other
country,

whichever amount is the ~reater,  ”; and
by the substitution for subsection (3) of tbc following subsection: 2t)

“(3) For the purposes of’ this section ‘rcsidrmt  of the Republic’ means [a
person (other ‘thin a company)] any natural person w“ho is ordinarily
resident in the Republic [or a domestic company] and any p erson, other than
a natural person, which has its place of effective management in the
Republic.”. 25

Amendment of section 8 of Act 58 of 1962, as amended by section 6 of Act 90 of
1962, section 6 of Act 90 of 1964,  section ~ of Act 88 of 1965, section 10 of Act 55 of
1966, section 10 of Act 89 of 1969,  section 6 of Act 90 of 1972, section 8 of Act 85 of
1974, section 7 of Act 69 of 1975, section 7 of Act 113 of 1977, section 8 of Act 94 of
1983, section 5 of Act 121 of 1984, section 4 of Act 96 of 1985, section 5 of Act 65 of 30
1986. section 6 of Act 85 of 1987,  section 6 of Act 90 of 1988, section 5 of Act 101 of
1990, section 9 of Act 129 of 1991, section 6 of Act 141 of 1992, section 4 of Act 113
of 1993, section 6 of Act 21 of 1994, section 8 of Act 21 of 1995 and section 6 of Act
36 of 1996

6, ( 1 ) Section 8 of the principal Act is hereby amended-
([/) by the substitution for’ the expression “ 12000 kilometres” wbcrever  it occurs

in par:igraphs (m)  anti (M?)  of the second proviso to subparagraph (ii) of
parugraph (b) of subsection ( 1 ) of tbc expression “14 000 kilometres”;  and

(b) by the addition to subsection (4) of the following paragraph:
“(r}/) Subject to the provisions of section 20, where— 40

35

(i)

(ii)

(iii)

as a result of the cancellation. termination or variation of an agreement or
due to the prescription, waiver or refease of a claim for payment, any
person was during any year of assessment relieved or partially relieved
from the obligation to make payment of any expenditure actually
incurred;
such expenditure was at the date on which such person was so relieved or
partially relieved not paid; and
such expenditure or any allowance in relation to such expenditure was in

45

the current or any previous year of assessment allowed as a deduction
I’roln  \UL’h  [ICI”S(M1’S  inc(]llw. 50

SUCh PCIWMI  sll:l[l for  I[lIJ  [> LII’P(MCS  of p:ll”:l~l”:lph  (d) bC dCC(ll  LXl  to tl:l  VC
I-ccovcrcd  or Icc(Iupcd  arl :IIIKNInl  cq(IiIl  to Ibc  ;It]](]unt  of (IK (hlig:ltion  I’10111
wl)i~.il [IIC pcrs(]n w a s  so rclicvccl or pdrtially I-clicvul  d([ring the year of”
asscsstncn(  in which (he puwm w;ls so relieved or partially rclicvcd. ”.

(?)(~i) Sl]bscction ( 1 )(a)  shall bc ckxmed to have come in to  opera t ion  on  5 5
1 March 1997.

(b) Subsection ( I )(b) shall come into operation on the date of promulgation of this Act
and shall apply to any cancellation, termimrt ion m variation of an agreement or
prcscripli<]n,  waiver or release of any claim on or after that date
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Amendment of section 9 of Act 58 of 1962, as amended by section 7 of Act 90 of
1962, section 6 of Act 72 of 1963, section 7 of Act 90 of 1964, section 9 of Act 95 of
1967, section 12 of Act 89 of 1969, section 6 of Act 65 of 1973, section 9 of Act 85 of
1974. section 8 of Act 103 of 1976, section 9 of Act 121 of 1984, section 5 of Act 96
of 19S5, scctiol) 6 o~Ac( 65 of 19S6. scctioll 2 {JfAct 108 of 1986,  sec[ioll  7 of Act 85 5
f~f 1987, section .16 of Aci 9 of 1989, section 10 oI”Ac(  129 of 1991, section 7 olAct  14 I
of 1992, section 5 of Act 113011993, swlion  3 of Act 140 of 1993, section 7 of Act 21
of 1994 and section 9 of Act 21 of 1995

7. Scc[i(m 9 of” (I]c principnl Ac! is hereby ;Inm]dud  by {hc deict ion of’ sulwcc[it]ms  (2),
(3) :llld (4). I o

Amendment of section 9A of Act 58 of 1962, as inserted by section 8 of Act 85 of
1987 und amended by seciiou  8 of Act 141 of 1992 and section 8 of Act 21 of 1994

8. Seclion 9A of the principal Act is hereby wlmnded by the xklition of’ the following
subsection:

“( 1 O) The provisions of this seclion slmli not iIpply to an y amoun( of investment 15
income included in the income of any resident in terms 0( section 9D. ”.

Insertion of swtions  9C and 9D in Act 58 of 1962

9. ( 1 ) The following sections are hereby inserted in the principal Act after section 9B:

‘Lrraxation of investment income from foreign sources

9C. ( 1 ) For  the purposes of this sccti(m-—
‘:mnrrily ’ means any anl]uity  other thwl-
((1)  pensions in consideration of p:lst employment: or
(/J) j):lylllcnls  lll:ldc nlldcr tllc SOCiill  sccurily Systclll  of :Illy ollwr  Cotll)lry;
‘interest” mcmls -
(a) interest as contemplated in section 24J;
(b) Iln amount as contemplated in section 24K: or
(r) any other income which, by the laws of the Republic administered by

the Commissioner, is subjected to the siune treatment as income from
money lent;

‘investment income’ means any income in the form of’ [my :mnuity, interest,
rcnl~il income t]r royalty or any income of a similar nature;
‘pcrnmncnt establishment’ means a permanent establishment as defineci
from time to time in Article 5 of the Model Tax Convention on Income and
on Capital of the Organisation for Economic Co-operation and Develop-
ment;
‘rent:d incornc” rncans any amount received by or accrued to any person as
consideration for the use of, or the right to use, any movable or immovable
property;
‘resident’ means any natural person who is ordinarily resident in the
Republic :md Lny person other than a natural person which has its place of
cflcctive mmagerncnt  in the Rcpub]ic;
‘roy:llty” means any amount received by or accrued to any person as
consideration for the use of. or the right to use, any copyright of literary,
:u-tistic or scientific work (including cinemntograph  films and films, tapes or
~liscs I’(w rwlio (w tell’visioll lw(ul(lcostitlg), ;lny lxltcllt,  [IA’  II I:Itk, (Icsigll or
nltxlcl. pl:ln. sccrct I“LNIIIUI:l  01 ploccss,  or iu}y t)thcr  propclty  or riglll t)f’ ii
sitllil:lr n: I[urc, or for inl”ortll:l[iot]” ci~twcrllillg ildus[l-i:ll,  c(ll)llllclciill  t)r
sc. icll(ilic  rxllcricilcc.

( 2 ) S[ibjcct  to Ilw pmvisitms  f~f’ sccti(m 9D(4), any invcstlncnl income
rcccivml by or accrued to :uly -
({1) msidcnt: tind
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(b)  person (other than a resident) arising from the irctivities  carried on by
him through a permanent establishment situated in the Republic,

from any country other than the Republic during any year of assessment,
shall, for  the purposes of” Ihc dcfinilioo of” ‘grtws  income’ in section I, hc
dccntcd  10 Ilavc lILwn rcccivcd  by OJ :ICCI-UCd  10 socll  rcsidml  or j)crsoll  I’rotl]
a source within II)c Rcpohiic ~lurillg sucl) year 01” :ISSCSSIIICI)I.

(3) rhc provisi(ms  of[his  scdi(m  shall IIOt apply  k) investment iltcollw  (d
a  rcsidcnt  -
([/

(b

arising I’mi]]  and cl’lcclivcly  conncc led (0 the business aclivilics of a
subs(:mlivc bllsincss cnlcrpl’isc  ctmductcd  by such t-esidcnt Ihl”ougb  a
permanent estoblishlnent  in any country other tilan the Republic,
where such permanent establishment is suitably equipped  Ii)r c(mduct-
ing the principid busii]css or such substantive business cntcrprisc;  or
arising from any assets acquired by any natural person before  he
became ordinarily resident in the Republic for the first time in respect
of the first three consecutive years of assessment ending on or after 28
February 1998.

(4) Where any investment income is received or accrued in accordance
with this section in (he course of the car~ying on of wry trade outside the
Republic. such trwle shall for the purposes of sections 11, 20 anLI 2X be
deemed  to have been carried on in the Republic.

Investment income of controlled foreign entities and investment
income arising from donations, settlements or other dispositions

9D.( 1) For the purposes of this section-
‘conlrolled Ioreign  entity’ means any Iorcign  entity in which any resident or
(residents of the J<epub]ic,  whether individually or jointly, and whether
dircclly or indirccliy,  Ilold Illorc tll:ll~ 50 per cctlt 01” Ilw pal-tic ipitlit)t] lrigll(s,
[Jr arc cnti[lcd [~) cxcrcisc nl(wc tlmll 50 per cctll of tlw v~)tcs or ct)lltrx)l  (jr
WC]] entity;
‘foreign entity’ means tiny per-son, other than a natural person, which has its
place of effective management in a country other than the Republic;
‘investment income’ means investment income as defined in section 9C(1);
‘participation rights’ means the right to participate directly or indirectly in
the capita] or profits of, ~iividencis declared by, or any other distribution or
allocation nude  by, any entity;
‘resident’ means a resident as defined in section 9C(I).

(2) There shall be included in the income of any resident contemplated in
the definition of ‘controlled foreign entity’ in subsection (1), a proportional
amount  of any investment income received by or accrued to such entity,
which bears to the total investment income received by or accrued to such
entity, the same ratio as the percentage of the participation rights of such
resident in relation to such entity bears to the total participation rights in
relation to such entity: Provided that the provisions of this subsection shall
not apply to any amount of investment income to which the provisions of
subsection (~) are applicable.

(3) Whel-e any resident acquires duri[lg  any year of assessment any
vested right to participate in any amount representing capital of any
controlled foreign entity and-
(~/) such capital arose from investment income received by or dccrued to

such con[rollcd”  I’orcign cnlily  in any  prev ious  year  o f  asscsslllcnl
doling  which such resident haLI a contingent  righ[ tt) particil~a[c in such
ilivcstllmnt inc(mw:  and

(/)) SUCII  invc~lnwnt  inc{)lnc 11:1s  not Iwcn  suhjccl 10  l:ix in Icrllls 01 (I1C
provisions  of this Act.

such amount shall be included in the income of such resident in such year
of assessnlenl.
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(4) Where by reason of or in consequence of any donation, settlement o
other disposition (other than a donation, settlement or other disposition to,
foreign entity of a public character) made by any resident, investmen
income is received by or accrued 10 any person-
(0) who is not a resident; or
(b) who is o resickmt and to whom ([w provisions of” section 7(3), (4), (5)

(6) or (7) would have applied, hacf such income been received o
accrued from a source within the Republic,

there shall be included in the income of such resident so much of th~
amount of any investment income as is attributable to such donation
settlement or other disposition.

(5) Where any asset has been disposed of for a consideration which i:
less than the market value of such asset, the amount by which such marke
value exceeds such consideration shall for the purposes of this section bt
deemed to be a donation.

(6) The amount apportioned to any resident under the provisions of thi:
section, shall be converted at u date not later than the end of the financia
year of the resident to the currency of the Republic and the ruling exchangt
rate at that date shall be applied to determine the value of the amount to bt
included in the income of such resident.

(7) Any resident who, at any time during any year of assessment, has i
participating right contemplated in subsection (2) or a vested righ[
contemplated in subsection (3) or makes any donation, settlement or othel
disposition as contemplated in subsection (4), shall disclose such fact to the
Commissioner in writing when submitting his return of income for such
year and at the same time furnish such information as maybe required by
the Commissioner for the purposes of this section.

(8) The provisions of section 11 shall mu(ati.s  mu[andi~  apply in respec{
of investment income contemplated in subsection (2) or (4), which is
received by or accrued to u controlled foreign entity in the COUMC  of the
carrying on of any trade by such entity outside the Republic: Provided that
any deductions or allowances contemplated in such section, shall be
apportioned by applying the same ratio as determined in subsection (2) or
(4), as the case may be, and such portion shall be deemed to be a deduction
or allowance which may be made in the determination of the taxable
income of such resident: Provided further that—
(a) any such deductions or allowances shall be limited to the amount of

such investment income; and
(b) any amount whereby such deductions or allowances exceed the

amount of such investment income, shall be carried forward to the
immediately succeeding year of assessment and shall be allowed as a
deduction in such succeeding year of assessment if such controlled
foreign entity carries on such trade during such succeeding year of
assessment.

(9) The provisions of this section shall not apply—
(a) where the foreign tax actually paid or payable in any country other

than the Republic, relating to the proportional amount contemplated in
subsection (2) or (4), after taking into consideration any deductions or
allowances under the taxation provisions of such other country
determined at the ratio as contemplated in subsection (2) or (4), as the
case may be, is more than 85 per cent of the normal tax payable in the
Republic: Provided that for the purposes of the determination of the
ttix payable in the Republic on such proportional amount, such tax
shall bc an amount which bears to the total normal tax payable the
same rotio as such proportional amount bears to the total income in
relation to such resident;

(lJ) where the investment income arises from and is effectively connected
to the business activities of a substantive business enterprise con-
ducted through a permanent establishment as defined in section 9C(1),
in any country other than the Republic, where such permanent
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establishment is suitably equipped for conducting dm principal
business of such substantive business enterprise;
in rel~tion to the proportioned amount  of any investmen~  income
;I[[ribuldb]c  10 any natural person.  drising  from any :Iswt :Ic(l(lircd by ~i
c’{Iflll(lllcd  Iilrcigll  cllli[y iii rcl:tli(lll 10 sllcl] tutlurnl pcrsol).  IWIIWC SIICII
l]:ll~lr:ll pcrs<)l)  hcc:Illlc  (]r(li]mrlly rcsidctll  it]  Ilw Rcpuhiic I’t)r  {Ilc Iirsl
lilnc. ill I-cspccl of Il]c Iirsl (hrec c{)llsccu[ivc yc:lrs  01” :lsscsstlwnt
c’nding on {w :11’[cr  28 Ii+t-udry 1 99X; or
(~) illvusltlwnl  il]cot]w which is [;lx;lhlc  il~ :1 c[mn(ry  which Ilw Nlinis(cr

5

(1~ I;ill:ltlcc Il:ls idcll[i[ied  hy llolicc  in tlw G~/7r//c us o c(~ull[ry  wllt]sc 10
ldx (III  inc(~tlw is dc[cnllincd  (m d Imsis which is sulw(;lnli:iily  (Iw SIIIIC
m (luIl  (JI’ tlw Rcp(lhlic.  ”,

(2) Subscc[ion ( 1 ) SIUII1 bc dccmlcd~)  IUIVC  coilw il~to (qmr:l[i(m (m I July 1997 ancf
shall apply in rcspccl  ofuny  investment inu)mc rcccivcd  or accrued on or dim [hat d:i[c.

hnwldmcnt  of’ section 10 of Act 58 of 1962, m amended by section 8 OJ” AC1 90 of 15
1962, section 7 of Act 72 of 1963, section 8 of Act 90 of 1964, section 10 of Act 88 of
1965, section 11 of Act 55 of 1966, section 10 of Act 95 of 1967, section 8 of Act 76
of 1968, section 13 of Act W of 1969, section 9 of Act 52 of 1970, section 9 of Act 88
of 1971, section 7 of Act 90 of 1972, section 7 of Act 65 of 1973, section 10 of Act 85
of 1974, section 8 of Act 69 of 1975, section 9 of Act 103 of 1976, section 8 of Act 113 20
of 1977, section 4 of Act 101 of 1978, section 7 of Act 104 of 1979, section 7 of Act 104
of 1980, section 8 of Act 96 of 1981, section 6 of Act 91 of 1982, section 9 of Act 94
of 1983, section 10 of Act 121 of 1984, section 6 of Act 96 of 1985, sec{ion 7 of Act 65
of 1986, section 3 of Act 108 of 1986, section 9 of Act 85 of 1987, section 7 of Act 90
of 1988, section 36 of Act 9 of 1989, section 7 of Act 70 of 1989, section 10 of Act 101 25
of 1990, section 12 of Act 129 of 1991, section 10 of Act 141 of 1992, section 7 of Act
113 of 1993, section 4 of Act 140 of 1993, section 9 of Act 21 of 1994, section 10 of Act
21 of 1995, sectiou 8 of Act 36 of 1996 iiml section 9 of Act 46 of 1996

10.( I ) Scc[ion 1() of Ihc principal Act is Ilcrcby iuncndc&-
(CI) by t he

“(cA)
(i)

(ii)

substitution for p:uxgraph  (cA) of’ (he following p:lr:lgr:iph: 30
the receipts and accruals of-
any institution, board or body (other than a company I-e.gistered or
deemed  to be registered under the Comp:mies Act, 1973 (Act No. 61 of
1973), or under any ]aw repealed by that Act and any co-operative
formed and incorporated m deemed to bc formed and incorpora(ecl  35
under the Co-opcr:ltivcs  Act, 198 [ (Act No. 91 of 1981). and any close
corporation mJ any t rusl)  estab] i shed by or under any law ancl  which,
in the furtherance of its sole [object] or [one of its] principal [objectsj
object-
((w) conducts scientific. tecbnic:ll or industrial rescorch; [or~ 40
(hb)  provides necessdry or useful commodities, amenities or services

10 the State (including any provincitil :Idlllillistriltioll)  or
members of the gencml public: or

(cc) carries on activities (including the rendering of financial assis-
tance by way of loans or otherwise) designed M promote 45
commerce, industrv or agriculture or any branch thereof;.-

any South African company all the shares of which are held by any
such imtitution, board or body, if the operations of sLIch  company are
ancillary or complement:lry  to the object of such institution, board or I
b(ldv: 50

l’rt)vidc~lt  such inslitulioll,  Ixulldi  (or] Ixxly or cottl@y-
(,/) hm been :lpprovc~l by (Iw (’(ltllllliwitmcr sul~,icc[ to sucl) c(]ldi[iolls  :1s Iw

“ -- 1
[II:iy d~~clll  nccx’ss;try I() c’tisllt(’  IIl:lt IIIC :Ictivilics of sucl) it~stilllti(m,
lxxird. body or cotupany  orc wholly or nminly  directed 10 tllc Iur[hcrwlce
of i(s sole or principal object: 55
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(/,) is by law or under its constitution-

li

(ii)—.

(iii)

not permitted to distribute any of its pro(its or gains to any
person. [and] other than, in the case of such company, to its
sbarcholdcrs;
[isl”-[;”;l~ii;(l  I(I u[ilisu ils fliIIds s(Ilcly  I’01  illvcslillclll  or lIIC 5

((/(;) Whcl-c  (k ills(ilulion. hood,  h[dy (m c(~III]xuly  i s
csld}lishcd  undct  any I:Iw,  (() transfer ils assc(s  [() s(mlc
()(hCr illSti[U[i(Hl,  bo:lld  (N’ body  WhiCll  h;lS  [K!(!II :I”NI1(CL]
Cxclllptioll  [“roll] (dx i n  terms  of (Ilis pdr:lgl-dpll  a n d
which Ims objccls  similar to [hose (If sLIch institulitm,
board. body <w c(mlpany; (w

(M)) where [hc institution,  board or body is establisl)cd by
law, ((~ (ranslcr  ils assets lo-
(A)

(B)

some olhcr institution, board or body which bus
been gran(wl  exemption from tax in terms of this
paragraph :md which has objects similar to those
of such institution, board, body or company: or
to the St:llc:

Provided lUI-[ heI- tbat-
where the Commissioner is satisticd  that nny such institution, board,([l)

(l))

([’)

[(ii)

body or company 110s  during any year of ass&nlcnt failed to comply
with the provisions of this parugruph,  he m:iy withdraw his approval of
the institution. board, body or company with eflect from the cmnnlence-
menl ot’ that year of assessment:
where the institution, hoard, body or company fi~ils LO transf’cr, or take
reusontib]c  steps to transler,  its irssets as c~ntc[llplilted  in paragraph
(/))( i i i )  ~J1’ Ihc first proviso, Ilw :IccuIIIo141cd lwl  rcvcnuc  wllicll  b;ls nol
b e e n  dis[rihrr[cd  sh:Ill [w dccIIIcd  f[Ir IIIC purp<ws  or (Ilis Ac[ [t) Iw iIn
WII(NLI  II of tdxdble  inconw  wbicll  dccrucd  I(I sucl} ins(ilu  (ion,  b(xud,  body
or company during the year of assessment contemplated in parugr;lph
((/): and
any decision of the Commissioner in the exercise of his discretion under
(his paragraph shall be subject to objection and appeal;”;
any South African company all the shares of which are held by any
such institution, board or body, if the operations of such company
are ancillary or complementary to the objects of such institution,
board or body]

(l)) by the substitution for subptiragmph (i) of paragraph (cH) of subsection (1)
and i(cm (us) of tl]at subpar:igraph of the following subpar:qyrpb and item:

“(i) the sole [or principal] object of such company, society. association or
trust is to receive. bold and apply moneys contribu(ecl  to such
company, society, association or trust in accordance with section
11 (hA)  in order to discharge my of the following or Iikc oblig:i(ions
imposed upon any person in terms of any law [relating to] which
regulates mining operations, nunlely-
(aa) (be rehabilitation of disturbances of the surface of land and the

prevention and combating of pollution of the air, land, sea or
other water where such disturbances and pollution arc [con-
nected withl due to mining, prospecting. qu:irryil]g  (w silnilm
opcr:lti[~ns:”;

(,) by tlw subslilutitm I“or  stll~ll;lrilgl-:ll}lls (ii), (iii) ;III({ (iv) of pilr;lgr:i[)ll ((II) (If
\llll\Cc(io[j  ( I ) (~f  [hc I’{lll[)willg  s~ll~l):lr:lgrill]lls,  rcspcctivcly:
“(ii) sllch  cIJtllp/Illy.  s(~cicly  (w ;Issociil[ioll”  is tlndcr  i[s c(mstiluti(][l,  or such

[ l - L i s t  i s  under tlw instrunwnl  cst:iblislling  such  [fundj  trust, not
pcl’nlittcd 10 distribute any of its probts  or gains to tiny person and is
rcquil-d  to Lr(ilizc  its funds solely  for [investment or] the [objects]
~)l~J~~t for whIcil It has been established: Provided [hat SUCI1  coillp:lny,
socic[y,  ;Issociati(m  (w trus[  shall be permitted to invest its funds in
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institutions app roved by the Commissioner, until such time as such
funds  are required;

(iii) in terms of the constitution of such compmy,  society or association or
(hc instrLlnwnt  cstablishitlg  sucl) tills{ i t  w i l l  up(MI ils will(lil]g-llp  or
liquidati(m  [w ob[igcd  to g ive or Ir:itlsftir i[s ossc[s  rclllailli[]g  ;Iftcr (I1c 5
s;llisl’acli[m of ils Iiahilitics lo SOIIIC (j[hcr  CO IIIp:IIIy,  s(]cicly,  :lss(wi:l-
[i(]ll  (w tlus(  w i t h  [Ol),jcctsl  d sil]lilar  (~ccl  to [lhosc] (I]:[t (If llw s a i d— .
co[npa[ly.  socic(y,  associali(;  l] or trus[:  :lId

(iv) IIw ~(]llltllishi(]ncl-  II;IS approved sucl) colIIpolly,  society, associdtioll”  or
(rusf (m such cf]ldi(iofls :(s Iw tllay dccnt ttcccssal-y 10 cmsum II)at lhc 10
activities of such company. society, association or trust  arc wholly [or
mainly] directed to the Iurthcrancc  of’ its sole [or principal] object;”;

(d} by [he substitution  for the expression “R 1500’’” in item ((la) of subparagraph
(i) of paragraph (cl) of subsection ( 1 ) 01 the expression “R 1 800”;

(e) by the deletion of paragraph (t}JA) of’ subsection (1); 15
U) by the substitution for the expressions “R36 000” anLI “R 1 200’” in

subp:lr;lgr;lplls  (ii) and (iii) of the proviso to paragraph (q) of’ subsection ( 1 ) of”
the expressions “R50 000” and “RI 600”, respectively;

(s) by tile deletion of subpurqyaphs  (iv) and (vii) of paragraph ([) of subsection
(1); 20

(/]) by the substitution for paragraph (:lH) of subsection ( 1 ) of [be following
paragraph:
“(zH) :UIY :mlount received by or accrued to or in favour  of any person from

the Slate in terms of—
(i_) tile Regional Industrial Development f’rogmmme,  which came into 25

operation on 1 May 1991;
(ii) the Simplified Rexional Induskial  Develo  ment Pro ~ratnnw, which

-

came in[o operati{m  on 1 October 199?I  by way of a grant;
(iii) Ihc Sll];ill/Mcdiuin M;ulufac[oril]g  I)cvclol)[lwt]t  i’I(Jgr:IIIIIIIC.

Wllicl]  C:IIIK ill(()  opcralioll”  011 I ocl(hcr  I  996  by  Way  (J1’ :1 gl”:lllt;  ~0

and
(iv)  the Tax Holiday Scheme contemplated in section 37H, which came

into opemtion  on 1 October 1996 by way of a grant.”.
(2)(a)  Subsection ( 1)(a) shall come into operation on the date o!’ promulgation of this

Act: Provided that any institution, board, body or company whose receipts and accruals 35
were exempt fr~)m tax in terms of the i>rovisi~ms  ofscction  I()( 1 )(cA)  of the principal Act
prior to the amendment thereof by this section, and which institution, bow-d,  body or
company applies for approvtil  by the Commissioner on or before 30 September 1997,
shall continue [o ctljoy such exemption until written notification by the Commissioner of
his decision in the exercise of his discretion in terms of such section 10(1 )(cA) of the 40
principal Act.

(b) Subsection ( 1 )(h) and (c) shall come into operation on the date of promulgation of
this Act.

(c) Subsection ( 1 )(e) shall be deemed to have come into operation on 1 January 1997.
(d) Subsection (1 )(g) shall come into operation on 1 July 1998. 45
(e) Subsection (1 )(h) shal!-

(i) in so far as it inserts subparagraph (ii) in section 10(1 )(zH) of the
p]-iocipal Act, be deemed  to have come into operation on 1 Octo-
ber 1993; and

(ii) in so far as it inserts subparagraphs (iii) and (iv) in section 10(1 )(zH) of 50
the principal Act, Ix dccnlcd to IUIVC  cornc  into opcra[i(m  (MI 1 CkI(P
I)cr I 996,

Aulcndmctl(  {)f s~’cliotl 10A of Ac( S/i of’ 1962, :IS iitscr(d  l~y sectiorl 8 d’ Act 65 of
197.3 and amLvIdc(l hy srction  I I of Ac( 85011974, section 8 of Act 113 of 199.3 anLJ
section 11 of Act 21 of 1995 55

11.( 1 ) Section 10A of’ the principal Act is hereby amended-
(~r) by (he substitu(iotl [(m [IIC cklinition of’ “valuator” in subsection ( 1 ) of the

following  dctiniti(m:
“ ‘valuator’, in relution  t{) an insurer, means the valuator 01 [be insurer
c{)ntcmplalcd  in scc(i(~n 10 of the [nsurance Act, 1943 (Act No, 27 of’ 1943), 60
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(1))

(c)

(2)(lr)

or any similtir provision contained in the laws of the country where any
annuity is payable.”;
by the substitution for subsection (2) of the following subsection:

“(2) Tlwrc sIMI[ bc cxc[llpl  frolll ntm)lal  tax so much of any annuity aln(mnt
p:lyahic 10:1 purchasm  or [Iis dccc;lscd (Jr insolvent cs(alc or Ilis Sllousc (~r
s u r v i v i n g  spouse (as ct)l)lclllplalcd in p;lragr; lpll ((I) (JI’  (Iw ~lclini(i[n] 01”
‘:lnnuily  C()[l[lilC1’  it] sLlbscc[i\)ll  ( I )), 01”10  tllc dccc:lscxl (w inw)lvclll estate of.——.—
s u c h  sp(msc  or survivinx  spoLIsc  a s  i s  dclcrnlincd  in  acc(mkmcc  with— .
subscc(i(m  (3) (0 rcpl-cscnt lhc capilal clcmcnt  ot’ such amount.”; and
by the subs(i[rrti(m  k Ihc w(ms pkczding Illc proviso  to sul)sccli[~ll (4) of the
following words:
“The valuator of an insurer who is a party to tin annuity contract shall, before
payment of [he first annuity amount is rnadc under such contract, or, where
such payment was rnadc bclor-c the da(e on which this section or section 9C
comes into opertition, within one month after the date, or in either case within
such period as the Commissioner may allow, make a calculation (with due
reg~lrd  to the provisions of’ subsection (5)) in the manner prescribed in
pamgraph  (a) of subsecticm  (3) or, if the provisions of paragraph (b) of that
subsection are applicable, in accordance with that paragraph, of the capital
clement of all the annuity amounts to be paid under the said contract:”.
Subsection ( 1 )(a) and (c) shall bc Lleemccl to come into operation on

1 July 1997 and shall apply in respect of any investment income received or accrued on
or after that date.

(b) Subsection ( l)(b) shall come into operation on the date of promulgation of this Act
and shall apply in respect of the estate of any person who dies or whose estate is
voluntarily or compulsorily sequestrated on or atlcr that date.

Amendment of section 11 of Act 58 of 1962, as amended by section 9 of Act 90 of
1962, sec(ion 8 of Act 72 of 1963, section 9 ot’Act 90 of 1964,  section 1 I of Act W of
1965, section 12 of Act 55 of 1966, swlion  11 of Act 95 of 1967, section 9 of Act 76
of 1968,  section 14 of Act W of 1969,  section 10 of Act 52 of 1970, section 10 of Act
88 of 1971, section 8 of Act 90 of 1972, section 9 of Act 65 of 1973, section 12 of Act
85 of 1974, section 9 of Act 69 of 1975, section 9 of Act 113 of 1977, section 5 of Act
101 of 1978, section 8 of Act 104 of 1979, section 8 of Act 104 of 1980, section 9 of
Act 96 of 1981, section 7 of Act 91 of 1982, section 10 of Act 94 of 1983, section 11
of Act 121 of 1984, section 46 of Act 97 of 1986, section 10 of Act 85 of 1987, section
8 of Act 90 of 1988, section 8 of Act 70 of 1989, section 11 of Act 101 of 1990, section
13 of Act 129 of 1991, section 11 of Act 141 of 1992, section 9 of Act 113 of 1993,
sec(ion 5 of Act 140 of 1993, section 10 of Act 21 of 1994, section 12 of Act 21 of 1995
and section 9 of Act 36 of 1996

12. Section 11 of the principal Act is hereby arnended—
(a) by the substitution for paragraph (hA) of the following paragraph:

“(/tA)  so much of any amount paid (other than an amount in respect of which
any deduction or allowance has been or will be granted under any
other provision of this Act) by a taxpayer engaged in mining,
prospecting, quarrying or similar operations to a company, society,
association of persons or trust [fund] referred to in section 10(1 )(cH)
to be used by such company, society, association or trust [fund] for the
purposes contemplated in such section [as in the special circum-
stili~~~s of the trade of (he taxpayer is reasouablel:  I)rovidcd  tlmt
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:ICCIJKI:IIICC  witll—
( i )  IIIC cx)ilsli(uli<)lt  01” suclt ct~llqxlny, stk-icty  (w ;I,ss{wiatiotl of

Iwrs(ms;  or
(ii) the instrumcmt establishing such trust,
as has been approved by the Commissioner in terms of section 55

~“; “n~
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(b) by the substituticm for paragraph (s) of the following paragraph:
“(s) in the case of a fixed property compatry  as defined in section 1 of the Unit

Trusts Control Act, [1947 (Act No. 18 of 1947)] 1981 (Act No. 54 of
I 9X 1 ), Ihc dividends (olhcr  llwn II](Mc  dis(ribulcd  0111 of” prx)(i(s  of” ;I——

L’ilpil:ll ll:l[urc) dislril]tllcli l~y s(li’11 coIIIp:Iny doring Il]c yc;lr 01”  5
twscs,s[lwnl {m SII; IICS incl(ldul  it]  :1 IIlli(  portfolio  Lv)l))prisctl  ill  :IIly Ill]il
[I LIS( K4mIIIC  iii  lm)lIcrIy  SII;IICS :totli(miscd  under  [lx s:lid Act;”,

Amendmcot of section 12B of Act 58 of 1962, as inscrlcd by section 11 of Act 90 of
1988 and itnlcnded by section 13 of Act 101 of 1990, section 10 of Act 113 of 1993
and section 6 of Act 140 of 1993 10

13. Swti(]n 12Et of’ the principal ACI is hereby amended  by the substitution for
paragraph (/) of subsection ( 1 ) of Ihc following”  paragraph:

“(f)  Ifl:lchimy. iwlcmcnr,  utensil or article (other than livestock) which is on or
after  1 July 1988 brought into use for the first time by any taxpayer and used
by him [for fanning  purposes] in the carrying on of his farming operations,
except  any motor vehicle the sole or primary function of which is the

15

conveyance of pel-sons or any caravan or any aircrtift  (other than an aircraft
used solely or mainly for the purpose of crop-spraying) or any office furniture
01- equifmlcll[,  ”

Amendment of section 14 of Act 58 of 1962, as substituted by section 19 of Act 55 20
of 1966 and amended by section 17 of Act 85 of 1974, section 12 of Act 103 of 1976,
section 11 of Act 104 of 1979, section 10 of Act 65 of 1986, section 14 of Act 113 of
1993, section 8 of Act 140 of 1993 and section 14 of Act 21 of 1995

14. Section 14 of (he principal Act is hereby :ImcMlcd by IIW wkliti(m  01” (Iw following”
sulwccti[m:

‘“~l) ‘Ilw~visi(]ns  01” sulwcc[ioll  ( 1 A) sII:III (MIly ;I[~lIly I(J ;Iny parcIII. — .
c~mpany  as conternp]atcd  in IImt subsection  in relation to any illlowitoce

arising from any assessed loss incurred by the subsidiary company as
contemplated in that subsection in so Iar as sLIcb assessed loss ~rises  from the
business carried on by such subsidiary compmy as the owner of any ship
acquired in terms of an agreement formally and finally signed by all parties to
the agrecmen[  on or before 12 March 1997.

(/)) Where ~ parent company as c(mtempl:ttcd in subsection ( i D) made au
election as cootempklted  in that subsection, such parent company and a
subsidiary company as contemplated in that subsection in relation to such
parent company. shall, notwithstanding the provisions of that subsection, for
the Durnoses of this Act onlv be deemed to be or to have been one anLI the same,. .
company in so far as it relates to any business carried on by such subsidiary
company as the owner of any ship acquired in terms of an agreement formally
and “finally signed by all parties to the ~greement  on or before 12 March
1997.”.
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Amendment of section 20 of Act 58 of 1962, as amended by section 13 of Act 90 of
1964, section 18 of Act 88 of 1965, section 13 of Act 76 of 1968,  section 18 of Act 89
of 1969, section 15 of Act 65 of 1973, section 8 of Act 101 of 1978, section 18 of Act
94 of 1983, section 19 of Act 101 of 1990, section 16 of Act 113 of 1993 and section 45
17 of Act 21 of 1995

15. s~~tioll lo of the I)t’illcjlxll  ACI i!i ll(>lL.lly  :IIIICII([L!{!  Ily [[lC SlllM(i(Ll(i\)ll  [’(U’

slllql;tr:tgr:tidl  (i ) III’  lxtr:l~r:lldl ((/) of” slllwrclifu]  ( I ) {~f III(’  I’olltlwing  s[Il~l)iII:Ip,t”;ll)ll:
“(i) I1(J [lL’1’S(Ml  W’lltlSC  CSlil[C  IILIS I)L’Cl]  V()[tlll[[lrlly  {)1 C(MllpOIS(Wlly  SL!q UCS[lll[Cd

sll;lll [U III(!SS tile  ordur o f  SC!(lUCSt~iltioIl 11;1S  I) L’L!I1 SC!t ilSid12] Iw cntillcd [() 50
call-y ffwwiid any usscsscd  loss itwurrcd  prior lo the date of scqocslralion,
LInlcss  the <mkr  of squcslration  has kn scl aside, in which case [hc amoon~

7
II) be so c:lrricd  [o[-warcl shall bc rcduccd by an amount which was allowed to
be set 011’ againsl the income of the insolvent estate of’ such person Ir(ml tile
c:lrrying {Jn (It’  [my tmdc in the Rcpohli c:”. 55
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Insertion of section 23G in Act 58 of 1962

16.( I ) The following section is hereby inserted in the principal Act after section 23F:

“Sale and Ieaschack arr-angwncnts

23(; .( I ) I:tw tllclluqxmcs  t)l’ (Ilis sccli[lll—.———— _ ..- .._. . ..——— .
‘:l>wl’ llll!alls any assc(, wl]dllcr Inovablc  or” inllnovablc,  ()[ c(wptmcal  (II
inc(]rp(wal;
‘sale  and lcascbxk  arrangc]lwnt’ I1lC:IIIS any  ar’langcmcnl  wtlel”cby  -
(,1) any person disposes olany  assc(  (whcthm  directly or indiwc(ly)  to an~

olllcr  pcrs(m;  and
(/~)  sLIch person or any conncctcd  pcrwn in relation to such person leilse:

(whcllwr  dil-cctly  or indirccl]y) such asset from sLIch o[hcr  person.
( 2 ) Where the receipts or accruals t)f any person, who is a Icssce  01

sublcsscc  in relation to u sale and lcaseback  arrangement, do not f’or the
purposes of this Act constitu~c  income of such person-
(a) any armmnt  which is rcccived  by or accrues to any lessor in relation tc

such sale and leascback  arrangement, shall be limited to an amount
which constitutes interest as contemplated in section 24J: and

(/)) such tcssor shall, llo(witl~st:i!lclillg the provisions  of (his Ac(. not bc
cn(itlcd [{) any dcduc(i(]n  in (cr(ms of sccti(m 1 i ((I),  (f) or (,qA),  1213,
12C or 13 in respect of an asset which is the subject matter of such sale
and Ieaseback  arrangement.

(3) Where the receipts or accruals of any person, who is a lessor in
relation to a sale and Ieaseback arrangement, arising from such arrangement
do not I(m the purposes  of this Act c(mstitutc irwomc  of such person, any
dcduclion  t o  w h i c h  a  Icsscc  (w sublcwcc  it]  rclati(]rl 10 sucil  s a l e  aIId
lc:Iscb:Ick  ;Irr:lngclllcn[  i s  cll(i(lcd  (Indcr (Iw l)r(~visiolls  of tl]is  Act sI1;III,
subiccl 10 tlw provisifuls  t~f  sccti{~l]  I 1(,/),  bc lil]litcd  [t) a n  :Iiil(mrit  wl]icl]
cor~s(itu(m interest as contcmplutd  in section 24J.

(4) The provisions of subsection (2)(a) shall not apply to any person who
is both a lessor and a lessee in relation to the same sale and lcaseback
arran ~ctncnt durin ~ an year of assessment.”.

(2) The provisions of subsection ( i ) shall be deemed to have come into operation on
.5 June 1997 and shall apply in respect of any such arrangement enterccl into on or tiftcr
that date.

Amendment of section 24 of Act 58 of 1962, as substituted by section 16 of Act 65
of 1986 and amended by section 6 of Act 108 of 1986 and section 23 of Act 101 of
1990

17.( 1 ) Section 24 of the principal Act is hereby amended by the substitution for
subsection ( 1 ) of dle following subsection:

“(J ) Subject to the provisions of section 24J, if any taxpayer has entered into
an!  agreement with any other person in respect of any property the eiiect of
whlcb is (hat. in the case of movirble  property, the ownership shall pass or, in
the case of immovable property, transfer shall be passed from the taxpayer to
that other person, upon or after the receipt by the taxpayer of the whole or a
certain portion of the amount payable to the taxpayer under the agreement, the
whoIc of that amount shall for [l~c putqxmx of this Act be deemed to have
;Iccr-ucd  to (lw Iaxpaycr  on t[w day on Wilich [Iw agrccillclll  W;IS cn(crcd info.”.

(?) SlllwL’~ti~~lJ  ( I ) snail coltl~” il]l[) tq]~’lali(ttt  (Ill I .l:lllllary I(YM ;IIMI sllilll :Illl)ly  ill
lt.il~~x.t [)1’ :III\, il]~tllll]lrlll  issllf$~l  tIl lI:IIIsfcIrtxl  (Ml  {w :Iflcr  [11;1(  tl:ll(’.
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Amendment of section 241 of Act 58 of 1962, as inserted by section 21 of Act 113 of
1993 and amended by section 11 of Act 140 of 1993,  section 18 of Act 21 of 1994 and
section 13 of Act 36 of 1996

18. Scc[i~Jll  2 4 1 0 1 ”  (Iw princip:ll Act is hcrcl~y :iI~Icndc(l-
((l) hy [[w :Iddilion  {)1’(Iw wor(l “(w”  ;I( (IIC LJIItl  ()[’s(ll)l):II;I  gI;I[)ll  ( i v )  1)1’[l:lI:I~i:l[lli  5

(/,) [)1’ \lll)sccli(]tl  (5): ;II]{I
(/J) by lIIC imscl-litm  ill’[~1 Slllll)iil”:lgr:ll)ll  ( i v )  L)I’ II:lr;lgr:lpll (/J) of subscc[i{)[l  ( 5 )  t]f

(I1C Ioll(]wing  Slll)[)Ll~il~CilJ)ll:

“(v)  Iccodcd  during Ilw[ ycdr  tIf :Isscssincnl  at (Iw t(mwdrd  ro[c on lhc——— . .——
[r:lllvlcli(~n A(c as c~)nlcmplatcd  in pixgrdpll  ({~)(i)  of ~il~ dcfi”~li(m  of’ I ()
‘wlinu excbunxc rate’,”.

Amendment of” seclion 24,J of Act 58 of’ 1962, as inswlcd  by section 21 of Act 21 of
1995 and amended by section 14 of Act 36 of 1996

19.( 1 ) Section 241 of the principal Act is hereby amended-
b y  (be s u b s t i t u t i o n  fur (he de f in i t ion  (JI’ “interest” in subsection ( I ) of the 15

following deliniIiol]:
“ ‘interest’ includes tlle—
~ gross amount of any interest or related finance charges, discounl or

premium paytible or receivable in terlns of or in respect of a Ii nancial
arrangement: 20

(b) gross -amount  of any amount payable by a borrower to the lender, in
resnec[ of anY  interest-bearin~  ar-ranxement,  irrespective of’ the term of ~

(c)

sLIcb  arrangement, which would have constituted a ‘Icnding  arrange-
ment” as delined in section 23( I ) of the Stamp Duties Act, 1968 (Act N().
77 of 1 968), Il:d Ihc term 01” such :Ilr:lngclncllt  bcci) Icss Ih;ln six t]}tmllls
10 wllicb Ilw lcldcr  WKmld.  Ixii  I’(M. SIICII  Icl]tling  :IIr:IllgcIIIcII1.  lI:Ivc IWCII
cn[itl  cd:  OIILI
absolute V:IIUC of the dillercncc  between all amounts rcccivablc  and
payable by a person in terms of a sale and leaseback iuwmgcment as
contemplated in section 23G throughout the full term of such arrange-

25

30
ment. to which such person is a party,

irrespective of’ whether such amount is—
[(a)] (i) calculated with reference to a fixed rate of interest (w a vwiablc—

rate 01 interest; m
[(b)](ii) payable or receivable as u Illlllp sum or in unequal installments 35

during the term of the (in:mcial :Irrililgctllcllt;”;
(b} by the insertion after the definition of “interest” in subsection ( 1 ) of the

following definition:
“ ‘interest rate agreement’ means an in(erest rate agreement as defined in
section 24K;  ”; 40

(c) by the substitution for the exclusions to tbe definition of “instrument” in
subsection ( 1 ) of the following exclusion:

“[(A)] any Icase agreement (other than a sale and Ieaseback  arran~ement  as.  .
ctmtelnpla(ect  in section 23 G); [ami

(B) any agreement qualifying for an allowance contemplated in 45
section 24(2) to the extent that such section is applicable to the
holder of such agreement]”;

({/) by the substituti(m for p:lmgr:lph  ((J) of suhscction  (9) of the following”
pm+!l;lpll:

“({/) ,Illy cf~llllxllly Wll{wc l~llsill(’ss {x~llllllis~:s lfl~’ ~1~.;llill~ ill illstlli- 5 0
t))c’ills (il}cllltlillg till’ sllott s~.llitl~  of illstllilllcl}ts)  (~r illlcl~.sl r:ll~’
~lg!}’cl l l (’ i l ls  Ill:ly elect tll;il  Illc prt)visit)lis  01” stllwc(iolls  (2) l{) (N),
inclusive. :Ind scc[ioll  24K sIMII m)( :Ipply k) a l l  such ins{rulncn(s  m
illtcrcs(  1:1(C o;rcctllcnts  in rcspcc(  of whicil it so cfcals in.”;

(c) by the substitutiotl for suhp:w:lgraph  (ii) of’ p:wigrdph  (/)) of subscc[ioll (9) of’ 55
tlw Iollowing” subpar:lgrapll:
“(ii ) hc :Icct)mp:lnicd by a statement sct[ing forth  full details of the

mcth(dology to hc applied by the company to dctcrminc the market
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(Y)

(,s)

(1/)

(i)

v:ilue as contempl:ilcd  in paragrxph (c) in relation 10 al I instruments or—
interest [-ate +meements  contemplated in puragrapb (a);”;

by the substitution  for items (A) and(B) of subptiragrapb (iii) of paragraph (b)
of subsecli(m (9) ill the following” i(cnls.  rcspcclivcly:
“(A) Illc  Incthtdol(Jgy  (t) bc :Ipplid  by SIICII ct)IIIp:Iny (() dc(crll]inc  [bc Ill;trke[

\~;IIIlc  ;1s ctIlll{:lIIlll;IIc:\l  in p:lr;Igr:Il)lI  ((’) ill rcsl~c’c[  (J1’  Sllcll inslrllll]l’ills tIi
it]lcrL’sl  r:Ilc ;IgrL*y IIly IIls; ;IINI

(B) Ilw IIUItll  ICI: in  wl]icll SLIClI lll:IIkc[  vdluc ill rcldlion  lo SUCII ills[nllllcllls  or
inlcrc.sl mlc  :Igrecrrrcnls is I(J bc lakcn inlo ;Icc(mnl in Ilm dclcrtllino(ion
of llIc [:lxdl)lc  inconlc  01”  sucl} c(]mp;llly during :Iny ycdr (1I’  ;Isscwl]wrll;
old”:

by (I1C suhslilution  for subp:uagr:lpb ( iv) 01” p:w;qgr:lpb  (//) [If’ subscc[iorl  (9) ul”
(]lC foil  OWillg  Slll>l>:lr:lgrill)  [l:
“( iv)  subject  [o the provisions of pwagr:lplis  (c) and (“), be binding up(m

SUCI1 compdny in respect of al] such instruments and interest rate
:Igreerncnts  during the year of’ assessment in which it took  el?cct  ;ud
&ery  succeeding yetir of :tssessment, ”;

by the substitution f’or p:lrugr:lphs  (c) Ltid (d) of subsection (9) of the Iollowing
p;ml:raphs, respectively:

“(c) The market value in relation to all instruments and interest rtite
uumements  contempl:i(rxl  in p:mtgr:q)h ((/) of a comp:my which mudc an
election os contemplated in such paragr;ipb shall be de(crmined  in acc(ml:mce
wi[h commerci:d[y  accepted pr:tctice which is applied by such company
c(msislently  in respect of’ all such instruments and interest rate :Igrcemcnts for
tinunci:d reporting purposes to its shareholders.

(d) Any instrument or interest rate agreement contemplated in parqyapb  (a)
which [is :1 result of an elcc(ion miidc in terms of such paragraph is to bc dc:llt
wi(h (m :1 rlulrkcl  v:lluc  Ixtsis ilS C[mlcr]]pl;  llcd in the ;ll’twcg{)illg jlrovisiolls” (JI”
Illis suhsccli~ul sll; lll (sull,iccf [() (IIC pr~]visiolls (II’ p:lr:lgr:ll~l]s  ({’) :lrl~l  (/)) lx’ so
dc:lll  will) until IIw dutc of rcdctlll)litm  tw tr:lllsfcr (JI such ills(rutiwtll  or—
interest rate :Igrccmcnt.  ”;
by the substitution for the words preceding the ploviso [o subpmrgraph (ii) of
paragraph (~) of subsection (9) of the f(]ll(lwing  words:
“m appropriate udjustmen[ shall be mtidc to the taxable income of such
comp:my during such year of assessment in relation to till instruments or
interest rate agreements contempltited  in parograph  (a) of the comp;my held
and not disposed of or not redeemed by it, as the cuse may be, w at [he end of

(ii)

(iii)

(l)) Subsccli(]ll  ( I )(17).  ({/).  (e), (,/),  (,q), (/r) aIKi (i) sIMII cOIIIC inlo opcr:ltioll (m [Ilc Lf:llc
LJI’ I)rotll(llgiitiot]”  \I1’  [Ills Ac( :ind sIMI1 :Ily)ly  ii] respcu{ of :u)y iiltcrcst r:itc ;Igrccnlcllt
cn(crcd inl(] ~JI) (W ul’tcr tll:l( d:ltc.

({) Subscc(ion ( I )(()  sh:Ill-
( i ) in so f’ar m it amends itcm (A) (i tbc definiti~m of “instrummlt” in

such yem of tissessmcnt,  having regard to :dl interest wl~ich would have been
deemed to have been incurred by or uccrued to such company had the
provisions of this subsection not been applicable during ail years of’
assessment before such yew of’ :wsessrnent  ancl ail amounts which have been
included in or deducted from the income of such company during such years
of assessment:”.

Subsection ( 1 )(a) shall-
in so f:lr as it relates (U p:uagraph  (h) t)f the definition of “interest” in section
24.I of the principal Act, for the purposes of the principal Act, come into
operation  on the date of promulgation of this Act ;incl shall apply in respect of
wnounts  payable after that date;
in SII far w it relates to paragraph (b) of the definition of “interest” ill section
~4J of’ the pritlcip:il  Act, for the purposes of the Tax on Retirement Funds Act,
1996 (Act No. 38 of 1996), l-m deemed to have come into opcr:ltion on
I M:lrch 1°97 :lnd si]:lll ~lpply it] rcsl)c~( of :Inlolin[s p: Iy:iblc on or ;If[cr (11:1[
d;l((’:
itr S(I I’dr ;IS il it)srlls  lx II:IgI;Ipl  I (~, ) IJI’III{T {iL’lil]ilitJl]  fIf “il]lcrcsl”  ill  sc’t(i(lil 2.11
~)f IIIU l~uillcil~:il Ac(. iw dcctl]cd to IMVU conic itl(~~ t)pcr:ltit)il tIII 5 .IIII)C  1997.
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section 24J of’ the principal Act, be deemed  to have come into
operation on 5 June 1997;

(ii) in so far as it relates to the deletion of item (B) of the definition of
“instrument” in section 24J of the principal Act, come into operation
on 1 January 1998 and shall apply in respect of any instrument issued 5
or transferred on or after that date.

Insertion ol’ section 24K in Act 58 of 1962

20.( I ) ‘1’l)c foll[)wit]g  suc[i(ln  is Iwrchy  inserlcd in tlw lwincipal Act aflcr section 24J:

“Incurral and accrual of amounts in respect of interest rate agree-
ments

24K.(  1 ) For the purposes of this section ‘interest rate agreement’ mean:
any agreement in terms of which any persoll—
(a) acquires the right to receive—

( i )

(ii)

(iii

an amount calculated by applying any rate of interest to a notiona
principal amount specified or referred to in such agreement; or
an amount calculated with reference to the difference betweer
any combination of rates of interest applied to a notions
principal amount specified or referred to in such agreement; or
a fixed amount specified or referred to in such :igreernent a:
consideration in terms of such agreement whereunder  the
obligation is imposed to pay any other amount as contemplated ir
paragraph (h)(i)  in terms of such agreement or an amount equal tc
the difference between such fixed amount and such other amount:
or

(b) becomes liable to pay—
(i) an amount caicu-latecl  by applying any rate of interest to a notional

principal amount specified or referred to in such agreement; or
(ii) an amount calculated with re(erencc  to the dii~ertvrce hetweell

any combinalioo  01 rates 01” in[ercst a p p l i e d  (() a no(i(mal
principal amount specified or rcl’mred  to in such agreement; or

(iii ) a tixed wnount specified or referred to in such agreement as
consideration in terms of such agreement whereunder the right is
acquired to receive any other amount as contemplated in
paragraph (a)(i)  in terms of such agreement or an amount equal to

the difference between such fixed amount and such other amount.
(2) Any amount contemplated in the definition of ‘interest rate

agreement’ in subsection ( 1 ) shall for the purposes of this Act be deemed to
have been incurred by or accrued to, as the case may be, a person
contemplated in such definition on a day to day basis (which conforms with
generally accepted accounting practice and is consistently applied for all
financitil  reporting purposes) during the period in respect of which it is
calculated.

(3) Where any amount contemplated in subsection (2) is to be calculated
with reference to a variable mte for the purposes of such subsection, such
amount shall be calcultited  with reference to the variable rate applicable on
the date such amount is to be calculated to determine all amounts payable.-
or receivable after such date.”.

(~) s~,bsection ( J ) SIl:iII  co[lle into operation  on tile date of promulgation of this Act

and shall apply in respect of any interest rate agreement entered into on or alter that date.
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Insertion of section 25C in Act 58 of 1962

21. The following section is hereby inserted in the principal Act after section 25B:

“Income of insolvent estates

25C. _Wl@e the whole or a part of any business undertaking_ot’  any

“ - - 1

perwm whose estate lms been w)lunlarily or compulsorily SMJLIL!SlriltC{l,  is 5
transferred to (he trllstec (Jr administrator 01’ such pcrs(m’s  insolvent  estate,
the csta[c 01” such person prior 10 sequestra(i(m and such person’s insoivenl
estate sIMII,  for the purposes of this Act, und subject to any such
adjustments as may be necessary, be deemed to be one and the same
P!22Q!l.”. 10

Amendment of section 55 of Act 58 of 1962, as amended by section 25 of Act 90 of
1988

22. Section 55 of the principal Act is hereby amended by the substitution for the
words “Supreme Court” in paragraph (d) of subsection (2) of the words “High Court”.

Amendment of section 62 of Act 58 of 1962, as amended by section 8 of Act 114 of 15
1977 and section 36 of Act 101 of 1990

23.( 1 ) Section 62 of the principal Act is hereby amended by the substitution for
paragraph (u) of the proviso to subsection (2) of the following paragraph:

“(a) where it is established to the satisfaction of the Commissioner that the
property which is subject to any such interest could not reasonably be 20
expected to produce an annual yield equal to 12 per cent on such value of
the property, the Commissioner may fix such sum as representing the
annual yield as may seem to him to be retisonabIe, and the sum so fixed
shall for the purposes of [paragraph]  para~raphs (a) and (c) of
subsection ( I ) be deemed  to be the annual value ofthe  enjoyment  (~(”such  2S
pn)pcrty; ”.

(2) Section ( I ) shall c{]n~e into opcrati(m (m the date t)l promulgation  of” this Act and
shall apply to any property disposed of under o donation which takes elfect on or after
that date.

Repeal of Part VI of Chapter 11 of Act 58 of 1962 30

24.( 1) Part VI of Chapter 11 of the principal Act is hereby repealed
(2) Subsection (1) shall come into operation on 1 January 1998.

Amendment of section 64B of Act 58 of 1962, as inserted by section 34 of Act 113 of
1993 and amended by section 12 of Act 140 of 1993, section 24 of Act 21 of 1994,
section 29 of Act 21 of 1995, section 21 of Act 36 of 1996 and section 13 of Act 46 of 35
1996

25.( 1 j Section 64B of the principal Act is hereby amended—
(a) by the substitution for the definition of “share incentive scheme” in

subsection ( 1 ) of the following detinitiorr:
“ ‘share incentive scheme’ means a scheme in terms of which not more thitn 40
10 per cent of the equity share capital of a company is—
(a) held by the directors and full-time employees of-

! such company; or
(II) an associated in=itu[ion,  w defined in paragraph 1 of the Sevcnlh

Schedule in relation to such CImlp~2 45-.—_—- .———-——— .—.
ill IWII,  S (JI a SllillC  incwttivc scltcIIx  c:wric(l (m Ii)r their own Iwnclil;

(b) held by A trustee lor the benelit of such directors and employees under a
scheme referred to in section 38(2)(b)  of the Companies Act, 1973 (Act
No. 61 of 1973); or

(c) collectively held by [both] such directors and full-time employees, and 50
such a trustee.”; and
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(b) by (he substitutifm  for  paragraph ((I) of subsection (6) of the following
paragruph:

“(a) If’ any dividend subject to the paymenl  of secondary ttix on companies
has been declared by a company which derives profits lrtml sources within
and outside the Republic, the secondary tax on companies in respect of that 5
dividend shall he calcLllated  on an amount which bears to the net amoLlnt  of
tha[ (Iividend  (he s a m e  r a t i o  as tbc som of Ihc net a n n u a l  prolits  {)1’ tlw
coIllp;Iny  (Icrivcd  I’rtml sollrces  w i t h i n  (w dccnml  to bc willlin  tlw Rcll\llJlic ill- - — —  -—....—.——..—-
lcrn)s  (JI’ section 9 or ‘)(: hears to fhe totill  sum 01”  its net annual prx)lils derived

. .-

I’rolll-all  s{)ur&i~” I o
(?)(~l) Subsection  ( I )((7) shall come into operation on the date ot’promulgation  0( this

Act.
(b) Subsection (1)(b)  shall come into operation on 1 July 1997.

Amendment of section 70 of Act 58 of 1962, as amended by section 11 of Act 6 of
1963, section 20 of Act 90 of 1964, section 43 of Act 85 of 1974 and section 24 of Act 15
69 of 1975

26. Section 70 of the principal Act is hereby amended by the substitution for
subsection (1) of the following subsection:

“(l ) Where, during any period of 12 months ending on the last day of February
in any year, any interest has become due by any company upon or in respect of 20
debentures, debenture stock, loans or advances, the company shall, within 30 days
after the end of such period or within such further period as the Commissioner may
allow, furnish the Commissioner with a return giving—

(a) the full name and address; and
~ in the case of— 25

(i) any n~tural  person, his or her identification number: Provicied
that where he or she is not in possession of a South African
identity document, any other form of identification; or

(ii) any person other than a natural person, the registration nun~r,
of each person to whom such interest became  due and tlw amount ()! such S()
interest.”.

Amendment of section 74 of Act 58 of 1962, as substituted by section 14 of Act 46
of 1996

27. Section 74 of the principal Act is hereby amended by the substitution for the
definition of “judge” in subsection (1) of the following definition: 35

“ ‘judge’ means a judge of the [Supreme] ~ Court and includes a judge in
chambers;”.

Amendment of section 74C of Act 58 of 1962, as inserted by section 14 of Act 46 of
1996

28. Section 74C of the principal Act is hereby amended by the substitution for 40
subsection (3) of the following subsection:

“(3) A judge may, on [ex parfe] application by the Commissioner or any oflicer
contemplated in section 74(4), grant an order in terms of which a person
contemplated in subsection (7) is designated to act as presiding officer at the
inquiry contemplated in this section.”. 45

Amendment of section 74D of Act 58 of 1962, as inserted by section 14 of Act 46 of
1996

29. Secti{m 74D (If the principal Act is hereby amended by the subs[iluli(m  It]r the
wtmls prc~cdillg Ixlr;lgrapll  (~i) 01” slllwccli(m  ( I ) of (Iw I’ollowillg”  w(mls:

“For [he purposes of the administration of this Act, ~ judge may, on [exparte]  50
application by the Commissioner or any oflicer contemplated in section 74(4),
issue a warrant, authorizing the officer named therein to, without prior notice
and at any time-”.
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Amendment of section 83 of Act 58 of 1962, as amended by section 21 of Act 90 of
1964, section 22 of Act 103 of 1976, section 15 of Act 104 of 1979, section 19 of Act
96 of 1985, section 16 of Act 70 of 1989, section 36 of Act 129 of 1991 and section 36
of Act 113 of 1993

30. Section 83 of the principal Act is hereby anlencied- 5
(a) by the substituti{m  for  [ile words “Supreme Coorl”  in subsectifms  (2) :Inci (6)

ol’ the words “iligh  C(mrl”;
(b) hy the subs(ituli(m i’or the proviso to subsection C?) oi” the fotlowiog i>roviso:

“Provided  IItitt in ill] cases relating 1~} Ilw bmsiness of mining such third
member shall, it’ the President of the court, the Comrnissiooer  or the appellant 10
so desires, be a qualified mining engineer.”; and

(c) by the substitution for the words “State President”, wherever they occur in
subsections (3) and (5)((/)  and (h), of the words “President of the Republic”.

Amendment of section 86A of Act 58 of 1962, as inserted by section 24 of Act 103 of
1976 and amended by section 39 of Act 113 of 1993 15

31, Section 86A of the urinci~ai  Act is herebv amended-
(a)

(b)

(c)

({i)

(e)

(f)

(,s)

(h)

(i)

by [he substitution f~r tbe words “’Suprenle  Court” in paragrdph  (a) of
subsection (2) of the words “High Court”;
by the substitution for the words 4’Appeiiate  Division of the Supreme Court”
in paragraph (b) of subsection (2) of the words “Supreme Court of Appeai”; 20
by the substitution for the words “Supreme Court” in pamgraph  (a) of
subsection (4) of the words “High Court”;
by the substitution for the words “Appeliate Division of the Supreme Court”
in paragraph (b) of subsection (4) of the words “Supreme Court of Appeai”;
by the substitution for the words “Appeiiate Division of the Supreme Court” 25
and “said Division” in subsection (5) of the words “Suprenle Court of
Appeal” and ‘Lsuid  Court”, respectively;
by the substitutifm for the words “Supreme Court “ in suhsccti(m (6) of ~be
w(mis  “tligh  Court”;
hy ltw suhslitutilm Ibr Itw words “Appcll;ltc  Divisi(m  01” the Supreme Court’”  30
and ‘is:iid  Division” in paragraph ((I)  ()( suhscct ion (7) of ’lhe wor(is  “Sui~remc
Court of Am]eai”  and “said Court”, respectively;
by the sub~titutirm  for the words “S~prenle Court” in paragraph (b) of
subsection (7) of the words “High Court”; and
by the substitution for the words “Suprenle Court “ in subsection (19)  of the 35
words “High Court”.

Amendment of section 87 of Act 58 of 1962

32. Section 87 of the principal Act is hereby amended by the substitution for tbe
words “Supreme Court” of the words “High Court”.

Insertion of section 89sex in Act S8 of 1962

33, The foi]owing section is hereby inserted in the princii>al Act after section 89qt~in:

“Determination of day for payment of tax, interest or penalties

89sex.  Where any day specified for any 1>ayment to be made under the
provisions of this Act, m the last clay of any period wi~bin which payrrrent
under any provision of this Act sbal! be made, fails on a Saturciay, Sunday
~w a public holiday,  such payment shall be nlade m~t later [ban Ihe last
business day I’i\lling prior  to such Saturday, Suntiay  or public ilt)iid:iy.”,— ——.

Amendment of section 93 of Act 58 of 1962

34.( 1) Section 93 of the principai Act is hereby amended—
(L?) by the substitution for subsection (1) of the following subsection:

“(1 ) lf the Commissioner has, in accordance with any arrangements made
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with the government of any other country [or territory] by an agreement
entered into [under] in accordance with section 108 or the corresponding
provisions of any previous Income Tax Act with it view to rendering reciprocal
assistance in the collection of taxes, received a request for the collection from
any person in the Republic of an amount alleged to be due by him under the
income tax laws of such other country [or territory], the Commissioner may,
by notice in wriling, call upon such pcrs(m 10 slilt~,  wilbin a period spccilicd
in tile notice, whether or m)l hc admi(s Iiabilily for the said amotlnt or for any
lesser  alll(nlnt.”;

(l)) by 1lM subslilutiol) tor paragraph (b) olsubscction  (2) itnd lhe words following
upon th:it paragraph of tbe following paragraph and words:
“(b) if such person fails to comply with the notice or in answer to the notice

denies his liability for the said amount or for any part thereof, and the
President of the special court has certified that he has afforded the person
concerned an opportunity of presenting his case, and that on the
information submitted to him by the Commissioner and by such person
(if any), the amount specified in the certificate appears to be payable by
such person in terms of a final determination under the income tax laws
of such other country [or territory],

by notice in writing require such person to pay the amount for which he has
admitted liability or the amount so specified, as the case m:ly be, on a date, at
a place and to a person specified in the notice, for transmission to the proper
authority in such other country [or territory].”; and

(c) by the substitution for subsections (3) ami (4) of the following subsections,
respectively:

“(3) If such person fails to comply with the notice under subsection (2) the
amount in question may, subject, in the case of any amount to which any such
certificate relates, to the outcome of any proceedings which such person may
institute in such other country [or territory] for determining his liability for
the said amount, be recovered for transmission to the said authority as ii’ it
were a tax payable by such person under this Act.

(4) N(J sIcps t a k e n  i n  a n y  other cotltltry [or lcrri(oryl IImlcr  any
arrangements re(erred to in subsection ( 1 ), f(w tile collecti(m 01 an atnount
al Ieged to be due by ttl~  person under the income tax laws of the Republic,
and no judgment given against any such person in pursuance of such
arrangements in such other country [or territory] for any such amount, shall
affect his right to have his liability for any such amount determined in the
Republic in accordance with the provisions of the relevant law.”.

(2) Subsection (1) shall be deemed to have come into operation on 1 May 1997.

Amendment of section 95 of Act 58 of 1962, as amended by section 27 of Act 90 of
1962

35. Section 95 of the principal Act is hereby amended by the substitution for
subsection (1 )bis  of the following subsection:

“(I )bis Every representative taxpayer referred to in [paragraph] ara mphs (e)
and (~) of the definition of ‘representative taxpayer’ in section 1 shall~the
income received by or accrued to any—
@ deceased person during his lifetime; ~
(b) insolvent person prior to the date of sequestration of his estate,
be subject in all respects to the same duties, responsibilities and liabilities as if (he
income were income received by or accrued to or in favour of him beneficially and
shall be liable to assessment in his own name in respect of that income, but any
such assessment shall be deemed to be made upon him in his representative
capacity only.”.

5

lo

15

20

25

30

35

40

45

50



44 No. 18114 GOVERNMENT GAZETTE, 4 JULY 1997

Act No. 28, 1997 INCOME TAX ACT, 1997

Amendment of section 96 of Act 58 of 1962, as amended by section 28 of Act 90 of
1962

36. Section 96 of the principal Act is hereby amended by the substitution for
subsection (2) of the following subsection:

“(2) Every representative taxpayer referred to in Iparagrapb] paragraphs (e)
an(l (/’) of (he dc(initi(m of ‘representative taxpayer’ in sccti(m I who,  as suclflpays—.. .—
any lax in rcspccl ()( (lw taxable income of any-
([!1 dccwstxl person; !!!
(/~) illsolvclll pers(~ll  prior  (0 (he date ol scqLwslrali(m  (JI’  I]is Mate,
shall be entitled to recover the amount so paid from the estate of such deceased ~
insolvent person or to retain out of any moneys of the estate of such deceased q’
insolvent person that may be in his possession or that may come to him as executor
or trustee of such estate, an amount equal to the amount so paid.”.

Amendment of section 107 of Act 58 of 1962, as amended by section 26 of Act 65 of
1973, section 46 of Act 97 of 1986 and section 29 of Act 21 of 1994

37. Section 107 of the principal Act is hereby amended by the substitution for the
expression “fifty rand” in subsection (2) of the expression “RI 000”.

Amendment of section 108 of Act 58 of 1962, as amended by section 15 of Act 101
of 1978 and section 25 of Act 96 of 1981

38.( 1) Section 108 of the principal Act is hereby amended—
(a) by the substitution for subsections (1) and (2) of the following subsections,

respectively:
“(1 ) The [State President] National Executive may enter into an

agreement with the government of any other country [or territory], whereby
arrangements are made with such government with a view to the prevention,
mitigation or discontinuance of the levying, under Llle laws of the Rcpuhlic
and of such other country. [or territory] of” tax in respect ()( [Iw same inc(mw,
profits or gains, or tax imposed in respect of the same donation, or to the
rendering of reciprocal assistiince in the administration of and the collection of
taxes under the said laws of the Republic and of such other country [or
territory].

(2) As soon as may be after the [conclusion] approval by Parliament of iirry
such agreement, as contemplated in section 231 of the Constitution, the
arrangements thereby made shall be notified by [proclamation by the State
President] publication in the Gazetle  [whereupon until such proclamation
is revoked by the State President] and the arrangements ~ notified [therein
shall so far as they relate to immunity, exemption or relief in respect of
such tax in the Republic] shall thereupon have effect as if enacted in this Act
[but only if and for so long as such arrangements, in so far as they relate
to immunity, exemption or relief in respect of such tax levied or leviable
in such other country or territory, have the effect of law in such country
or territory].”;

(b) by the deletion of subsections (3) and (4); and
(c) by the substitution for subsection (5) of the following subsection:

“(5) The duty imposed by any law to preserve secrecy with regard to such
tax shall not prevent the disclosure to imy iluthorizecl ollicer of the country [or
territorv mentioned in any proclamation issued in terms of subsection
(2)] con-templated  in subse~t~on ( i), of the filets, knowledge of which is
necessarv  to eruible it to be determined whether immunity, exemrxiun or relief.
imght  10 be given or which it is necessary 10 disclose in order  to render or
receive ilSSi StWICe in ilCC(W[lilrlCe  with (he arrimgements  notified in [SUCI1
[)roCl;llllil[ioll]”  lcrlns (d” subsccli(m (2).”.

(2) Subsection (1) shall be deemed to have come into operation on 1 May 1997.
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Repeal of section llObis of Act 58 of 1962

39. Section 110bis of the principal Act is hereby repealed.

Amendment of paragraph 19 of First Schedule to Act 58 of 1962, as added by
section 28 of Act 95 of 1967 and amended by section 43 of Act 89 of 1969, section 33
of Act 88 of 1971, section 22 of Act 90 of 1972, section 32 of Act 69 of 1975, section 5
30 of Act 103 ot’ 1976, section 16 of Act 10-i of 1979, section 25 of Act 104 of 1980,
section 29 of Act 91 of 19S2,  scciion 45 of Act 94 of 1983,  seclion 42 of Act 129 of
1991 il]~d  section 34 d Ac( 21 ot’ 1995

40. Paragraph 19 of the First Schedule to the principal Act is herehy amended by the
substitution for the expressions “three thousand rand” and “four thousand five hundred 10
rand” in item (b) of subparagmph (2), wherever they occur, of the expressions “R-S 000”
and “R7 500”, respectively.

Amendment of paragraph 1 of Second Schedule to Act 58 of 1962, as amended by
section 31 of Act 90 of 1962, section 23 of Act 90 of 1964, section 34 of Act 88 of 1971,
section 34 of Act 69 of 1975, section 26 of Act 113 of 1977, section 17 of’ Act 104 of 15
1979, section 27 of Act 104 of 1980, section 28 of Act 96 of 1981, section 46 of Act 94
of 1983, section 24 of Act 65 of 1986, section 43 of Act 101 of 1990 and section 35 of
Act 21 of 1995

41,( 1) Paragraph 1 of the Second Schedule to the principal Act is hereby amended—
(a) by the insertion after the definition of “formula B“ of the following definition:

“ ‘formula C’, in relation to any fund referred to in paragraphs (a) and (b) of
the definition of ‘pension fund’ in section 1 of this Act, means the formula—

A =  B X D
c

in which fornlula-
((/)
(1>)

(c)

‘A’ represents the amount which has to be determined;
‘B’ represents the number of completed years of employment of the
taxpayer after I March 1998, including previous or other periods of
service approved as pensionable service in terms of the rules of any fund
after 1 March 1998, which is, in terms of the rules of the fund in
question, taken into account for the purpose of determining the amount
of the benefits payable to him by the fund or, if the number of completed
years of employment is not taken into account for that purpose, the
number of completed years after 1 March 1998 during which the
taxpayer had, until the date of accrual of any benefit, been a member of
the fund;
‘C’ represents the total number of completed years taken into account for
the purpose of determining the amount of the benefits payable to the
taxpayer by the fund or, if the number of completed years of employment
is not taken into account for that purpose, the number of completed years
during which the taxpayer had, until the date of accrual of any benefit,
been a member of the fund;
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(d~ ‘D’ represents the lump sum benefit payable to the taxpayer;”;
(h) by the substitution for the definition of “pension fund” of the following 4S

definition:
“ ‘pension fund’, in relation to i]ny  taxpayer, means-
@ ii fund [(other than a fund referred to in paragraph (n) or (b) of tbe

definition of ‘pension fund’ in section 1 of (his Act)] which has in
respect of the year of assessment in qaeslion t)r any previous year (~t’ 50
asscsslnent  bum approved hy IIw (lmlmissioner  as a pension f“ond  under
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[the said definition] paragraph (c) of the definition of ‘pension fund’ in
section 1 or a corresponding definition in any previous Income Tax Act;

(c)

(b) ;fund  referred to in paragraph (n) or (b) of the definition of ‘ pension
fund’ in section 1 of this Act (other than a fund referred to in paragraph 5
(b) of the definition of ‘provident fund’), the rules of which wholly or
mainly provide for annuities on re[iremeut  to its members,

it’ during any such year the taxpayer was a member of such land;”;  and
by the sul~s{i{lltitjn  for the definition of ‘provident f’umi’ of lhe f(dlowing
dcliltitiott: I o
“ ‘provident fund’, in relation to any taxpayer, means—
(a) a fund which has in respect of the year of assessment in question or any—

previous year of assessment been approved by the Commissioner as a
provident fund as defined in section 1 of this Act or the corresponding
provisions of any previous Income Tax Act; g 15

(b) a fund referred to in paragraph (a) or (b) of the definition of ‘pension
fund’ in section 1, the rules of which provide for benefits in a lump sum
exceeding one-third of the capitalised value of all benefits (including
lump sun; payments and annuities) to its members on retirement,

if during any such year the taxpayer was a member of such fund;”.
(2) Subsection (1) shall come into operation on 1 March 1998.

Amendment of paragraph 2 of Second Schedule to Act 58 of 1962

42. The following paragraph is hereby substituted for paragraph 2 of the Second
Schedule to the principtil Act:

“2. Subject to the provisions of paragraph 2A, the amount to be included in the
gross income of any person in terms of paragraph (e) of the definition of ‘gross
income’ in section 1 of this Act shall be the aggregate of the amounts received by
or accrued to such person by way of lump sum benefits during any year of
assessment from any pension funds, provident t’unds  (w retirement annuity ~“unds,
less the deducttoms permitted under the provisions of this Schedule.”.

insertion of paragraph 2A in Second Schedule to Act 58 of 1962

43.( 1) The following paragraph is hereby inserted after paragraph 2 of the Second
Schedule to the principal Act:

20
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“2A. Fo~ the purposes of paragraph 2, where any lump sum benefit is received
from a fund referred to in paragraph (a) or (b) of the definition of ‘pension fund’ in 35
section 1 of this Act, the amount of such lump sum benefit shall be deemed to be an
amount equal to the amount determined in accordance with formula C.”.

(2) Subsection (1) shall come into operation on 1 March 1998.

Amendment of paragraph 1 of Fourth Schedule to Act 58 of 1962, as added by
section 19 of Act 6 of 1963 and amended by section 22 of Act 72 of 1963, section 44
of Act 89 of 1969, section 24 of Act 52 of 1970, section 37 of Act 88 of 1971, section
47 of Act 85 of 1974, section 6 of Act 30 of 1984, section 38 of Act 121 of 1984, section
20 of Act 70 of 1989, section 44 of Act 101 of 1990, section 44 of Act 129 of 1991,
section 33 of Act 141 of 1992, section 48 of Act 113 of 1993, section 16 of Act 140 of
1993, section 37 of Act 21 of 1995 and section 34 of Act 36 of 1996

44.( 1 ) Paragraph 1 of the Fourth Schedule to the principal Act is hereby an~ende{i-
(a) by the substitution for subparagraph ([/) of the cletinition  of “remuneration” of

the following subparagraph:
“(~~) any am(mnt  referred to in paragraph ([/), (c), ([/), (/), ~ or (f) of the

40
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definition of ‘gross income’ in section 1 of this Act;”; and
(b) by the substitution for the expression “35 per cent” in paragraph (c) of the

definition of’ “remuneration” of’ the expression “40 per cent”.
(2)(a) Subsection ( 1 )(a) shall be deemed to have come into operation on

12 March 1997 and shall apply in respect of all amounts transferred or amounts 5
representing amounts converted for the benefit of any person on or after that date.

(h) Subsection ( I )(b) shall he deemed to have come into operation on 1 .inly I 997.

AI]I~iI(lIi]~I)t  of l)ii~i)~~iil)ll  2  of f~ollr(l)  S~l]~(lIIle  (() A~t 58 o(’ 1962,  tlS ;I(I(Ic(I 1)~

section 19 of’ Act 6 of’ 1963 and  amended by section 2.3 of Act 72 of’ 1963, section 29
of Act 55 of 1966, section 38 of Act 88 of 1971, section 48 of Act 85 of 1974, section 10
28 of Act 113 of 1977, section 40 of Act 90 of 1988, section 21 of Act 70 of 1989,
section 45 of Act 101 of 1990, section 45 of Act 129 of 1991 and section 38 of Act 21
of 1995

45.( 1) Paragraph 2 of the Fourth Schedule to the principal Act is hereby amended by
the addition of the following subparagraph: 15

“(6) Any amount included in gross income in terms of paragraph (eA) of the
definition of ‘gross income’ shall for the purposes of this Schedule be deemed to be
an amount which an employer pays or becomes liable to pay by way of
remuneration to an employee.”.

(2) Subsection (1) shall be deemed to have come into operation on 12 March 1997 20
and shall apply in respect of all amounts transferred or amounts representing amounts
converted for the benefit of any person on or after that date.

Amendment of paragraph 9 of Fourth Schedule to Act 58 of 1962, as added by
section 19 of Act 6 of 1963 and amended by section 39 of Act 88 of 1971, section 32
of Act 103 of 1976, section 29 of Act 104 of 1980 and section 46 of Act 101 of 1990 25

46.(1 ) Paragraph 9 of the Fourth Schedule to the principal Act is hereby amended by
the insertion after subparagraph (3) of the following subparagraph:

“(4) The amount to be deducted or withheld  in respect of an amount

T

contemplated in paragraph (PA)  of the definition ot’ ‘gross income’ in section 1 of’
this Act, shall be ascertained by the employer on inquiry from the Commissioner 30
before the date of transferor conversion of any amount for the benefit or ultimate
benefit of any member as contemplated in such paragraph and the Commissioner’s
determination of the amount to be so deducted or withheld shall be final.”.

(2) Subsection (1) shall be deemed to have come into operation on 12 March 1997
and shall apply in respect of all amounts transferreci  or amounts representing amounts 35
converted for the benefit of any person on or after that date.

Amendment of paragraph 11A of Fourth Schedule to Act 58 of 1962, as inserted by
section 45 of Act 89 of 1969

47. Paragraph 11A of the Fourth Schedule to the principal Act is hereby amencied by
the substitution for the expression “two hundred rand” in subparagraph (7) of the 40
expression “R2 000”.

Amendment of paragraph llB of Fourth Schedule to Act 58 of 1962, as inserted by
section 41 of Act 90 of 1988 and amended by section 22 of Act 70 of 1989, section 47
of Act 101  of 1990, section 46 of Act 129 of 1991, section 34 of Act 141 of 1992,
section 3 of Act 168 of 1993, section 40 of Act 21 of 1995 and section 35 of Act 36 of 45
1996

48. I’aragraph  11 B of the Fourth Schedule to the principal Ac( is hereby anmncicli by
Ihc slll)slillllil]l~ for Ihc cxpressi(m “1{50 ()()()”  ill slll)l~:lr:lgr;ll)lls (2) ;In(l (.3), wlwrever  it
f)cctlrs, of” IIu cxlmxsi{ul  “1<()() 000’’. ”
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Amendment of paragraph 2 of Seventh Schedule to Act 58 of 1962, as added by
section 46 of Act 121 of 1984 and amended by section 27 of Act 96 of 1985 and
section 56 of Acl 101 of 1990

49. Paragraph 2 uf the Seventh Schedule to the principal Act is hereby amended by the
substitution for subparagraph (d)  of [he following subparagraph:

“([1)  [he employee has been provided with residential :~cct)n~nl(j~l;~[ioll  (whether
f’urnislkxl (w IInfurnished  and willl {w wilh(mt  hoilJll,  meals, fuel, power or
WiltC~)  cillwr I’rcc of Cl);lrgc  or Ii)r a  rcl)lal Cimsi(lerati(m  pllyilhl~  by (IIC

Clllpl(lyce wliiul] is less Ihan Ilw rental value of s u c h  :lcc(jil)lll{)d:lti(l)l w
determined under the applicable provisions of paragraph 9[(3), (4) or (5)];
or”.

Amendment of paragraph 7 of Seventh Schedule to Act 58 of 1962, as added by
section 46 of Act 121 of 1984 and amended by section 30 of Act 96 of 1985, section
10 of Act 108 of 1986, Government Notice No, 956 of 11 May 1988, section 44 of Act
90 of 1988, Government Notice No. R.715 of 14 April 1989, section 25 of Act 70 of
1989, Government Notice No. R.764 of 29 March 1990, section 58 of Act 101 of
1990, section 50 of Act 129 of 1991, section 36 of Act 141 of 1992, section 32 of Act
21 of 1994 and section 47 of Act 21 of 1995

50.( 1 ) Paragraph 7 of the Seventh Schedule [o the principal Act is hereby amended by
the substitution in subparagraph (4) for the words preceding the second proviso to item
(u) of the following words:

“as respects each such month, be an amount equal to [1,2] Q per cent of the
determined value of such motor vehicle: Provided that—

(i) where more than one motor vehicle is made available by an employer to—
a particular employee at the same time and the provisions of subpara-
graph (6) are not applicable in the case of such vehicles, the said value
shall be an amount equal to [1,2]  Q per cent of the determined value of
the motor vehicle having the highest determined value and [2] ~ per cent
of the determined value of every other  SLJCII motor vehicle; and

(ii) where the employee has in addition to the right to use a vehicle also been
granted an allowance in respect of transport expenses in respect of
another vehicle for the same period (excluding any allowance or advance
contemplated in section 8(1 )(b)(iii)),  such vehicle shall be deemed to be
a vehicle in respect of which the rate of 4 per cent shall apply for the
purposes of subitem (i):”,

(2) Subsection (1) shall be deemed to have come into operation on 1 July 1997.

Amendment of paragraph 9 of Seventh Schedule to Act 58 of 1962, as added by
section 46 of Act 121 of 1984 and amended by section 31 of Act 96 of 1985, section
34 of Act 65 of 1986, section 29 of Act 85 of 1987, section 59 of Act 101 of 1990,
section 53 of Act 113 of 1993 and section 33 of Act 21 of 1994

51.( 1 ) Paragmph 9 of the Seventh Schedule to the principal Act is hereby amended-
(a) by the substitution for the expressions “ 15”, “16” and “ 17” in item (c) of

subparagraph (3) of the expressions “ 16”, “ 17” and “ 18“, respectively;
(h) by the substitution for the expression “R35” in item (b) of subparagraph (4)

of the expression “R1OO”;
(c) by the substitution for subparagraph (6) of the following subparagraph:

“(6) Where any employee has been provided by his employer with
residential accommodation consisting of two or more residential units situated
at difierent  places which the employee is entitled to occupy from time to time
while perf(mning  his duties [such units shall for the purposes of this
SchMlule  he decrncd to be om! residential unit andl the CiJSII  C(lUiVakIlt  of”

[IIC VilllJL!  of” tllC bCllC[i(  ()[” SUCll  lJlli(S W}lk’/J  SIJil\l he illC]UdLd  ill (IJC gJ’(XiS

income of the employee shall be the value of the unit with the highest rental
value determined under subparagraph (2) [as for one residential unit] over
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(d)

the full period during which the employee was entitled to occup y more than
one unit.”; and
by the substitution for subparagraphs (9) and (10) of the following
subparagraphs, respectively:

“(9) Notwithstanding the provisions of subparagraph (3), where the
employee has an interest in the accommodation in question, as contemplated
in subpamgraph  (10) and the accommodation has been let to the employer or
to aIIy associated institution in relation to the employer, the rental value of the
~rccorllrnocl:ltion  shall be deemed 10 be the [sum of the rental] Neater ol-

Q_) (he to(d  amount of the rentids  payabfe  therefor by the employer or
associated institution in relation to the employer and any other
expenditure defrayed by the employer or associated institution in
respect of such accommodation; or

~ the rental value determined in accordance with subparagraph (3),
and in such case the said rental shall for the purposes of this Act (excluding
this subparagraph) be deemed not to have been received by or to have accrued
to the [lessor of such accommodation] employee or any connected person in
relation to the employee.

(10) For the purposes of subparagraph (9), an employee shall be deemed to
have an interest in accommodation if-—
(a) such accommodation is owned by the employee [his spouse or his child,

or by a company in which the employee, his spouse or his child has a
substantial shareholding, or by a trust in which the employee, his
spouse or his child is a beneficiary] or a connected person in relation to
such employee;
any increase in the value of the accommodation in any manner
whatsoever, whether directly or indirectly, accrues for the benefit of the
employee [his spouse or his child] or a connected person in relation to
such employee; or
such employee or a connected person in relation to such employee, has a
right to acquire the accommodation from his employer.”.

(2)((/)  Subsection ( I )(u) shall come into operation on I March 1998.
(b) Subsection ( 1 )(b), (cJ and (d) shall be deemed to have come into operation on

1 March 1997.

Amendment of section 8 of Act 36 of 1996

52. Section 8 of the Income Tax Act, 1996, is hereby amended by the substitution for
paragraph (b) of subsection (2) of the following paragraph:

“(b) Subsection (1)(j) shall come into operation on the date on which section
[12] 13 of the Compensation for Occupational Injuries and Diseases Amendment
Act, K996] 1997, comes into operation.”.

Commencement of certain amendments

53. Save in so far as is otherwise provided therein or the context otherwise indicates,
the amendments effected to the principal Act by this Act, shall for the purposes of
assessments in respect of normal tax under the principal Act, be deemed to have come
into operation as from the commencement of years of assessment ending on or after
1 January 1998.
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54. This Act shall be called the Income Tax Act, 1997.
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SCHEDULE

RATES OF NORMAL TAX PAYABLE BY PERSONS OTHER THAN COMPA-
NIES IN RESPECT OF THE YEARS OF ASSESSMENT ENDING 28 FEBRU-
ARY 1998 AND 30 JUNE 1998, AND BY COMPANIES IN RESPECT OF YEARS
OF ASSESSMENT ENDING DURING THE PERIOD OF 12 MONTHS ENDING
31 MARCH 1998

(Section 1)

1. The rates of normal tax referred to in section 1 of this Act in respect of persons other
than comDanies  are as follows:—

(a) ‘In respect of the taxable income of any natural person, an amount of tax
calculated in accordance with the table below:

Taxable Income Rates of Tax
in respect of Natural Persons

Where the taxable income—

does not exceed R30 000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19 per cent of each R I of the taxable income;

exceeds R30 000 but does not exceed R35 000 R5 7C0 plus 30 per cent of the amount by which the
taxable income exceeds R30 000;

“ R35 000 “ “ “ “ R45 000 R7 200 plus 32 per cent of the amount by which the
taxable income exceeds R35 000;

“ R45 000 “ “ “ “ R60 000 RIO 400 plus 4 I per cent of the amount by which the
taxable income exceeds R45 000;

“ R60 000 “ c’ “ “ R70 000 R16 550 plus 43 per cent of the amount by which the
taxable income exceeds R60 000;

“ R70 O(M “ “ “ “  RI  OOOOO R20 850 plus 44 per cent of the amount hy which the
taxtiblc  income exccccts  R70 000;

exceeds RI(M)  000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . R34 050 plus 45 per cent of the amount by which the
taxable income exceeds R 100 000;

(b) kt respect of the taxable income of any person other than a natural person, an
amount of tax calculated in accordance-with the table below:

Taxable Income

Where the taxable income—

does not exceed R5 000..,,, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

exceeds R5 000 but does not exceed RIO 000

“ RIO 000 “ “ “ “ R15000

“R15000 “ “ “ “ R20 000

,, ~~o ()()0  ,’ ,’ “ “’ R30 000

“ R30 000 “ “ “ “ R40 000

“ R.H)()(MJ  “ “ “ “ R50 OoO

“ R50 000 “ “ “ “ R60 Ooo

Rates of Tax in respect of Persons
other than Natural Persons

17 per cent of each R 1 of the taxable income;

R850 plus 19 per cent of the amount by which the
taxable income exceeds R5 000;

R 1800 plus 2 I per cent of the amount by which the
taxable income exceeds R 10000:

R2 850 plus 24 per cent of the amount by which the
taxable income exceeds RI 5 000;

R4 050 plus 28 per cent of the amount by which the
taxable income exceeds R200(!0:

R6 850 plus 36 per cent of [he nmount by which the
taxahtc incnmc cxcccds RN) 000;

R 10450 plos 4 I pcr ccId  of the amount by which lhc
taxable income exceeds R40 000;

R14 550 plus 42 per cent of the amount by which the
taxable income exceeds R50 000;
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I Taxable Income

“ R60 Ooo “ “ “ “ R70 COO

“ R70000 “ “ “ “ R1OOOOO

Cxcccds  1{100000  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Rates of Tax in respect of Persons
other than Natural Persons

R 18750 plus 43 per cent of the amount by which the
taxable income exceeds R60 000;

R23 050 plus 44 per cent of the amount by which the
taxable income exceeds R70 000;

R36  250 plus 45 pcr ccm of the ammmt  by which the
tilxill~lC  income cxcccds  R I(KJ 000.

2. The rates of normal tax referred to in section 1 of this Act in respect of companies
are, subject to the provisions of paragraph 4, as follows:—

(a)

(b)

(c)

(d)

On each rand of the taxable income of any company (excluding taxable
income referred to in subparagraphs (b), (c), id), (e j and &j), 35 cents, or, in
the case of a company which mines for gold on any gold mine and which is in
terms of an option exercised by it exempt from the payment of secondary tax
on companies, 42 cents;
on each rand of the taxable income derived by any company from mining for
gold on any gold mine (with the exclusion of so much of the taxable income
as the Commissioner determines to be attributable to the inclusion in the gross
income of any amount referred to in paragraph (j) of the definition of “gross
income” in section 1 of the principal Act, but after the set-off of any assessed
loss in terms of section 20(1) of the principal Act), a percentage determined in
accordance with the formula:

Y =43-Y

or, in the case of a company which is in terms of an option exercised by it
exempt from the payment of secondary tax on companies, in accordance with
the formula:

y= 51-5

in which formulae y represents such percentage and x the ratio expressed as a
percentage which the taxable income so derived (with the said exclusion, but
before the set-off of any assessed loss or deduction which is not attributable to
the mining for gold from the said mine) bears to the income so derived (with
the said exclusion);
on each rand of the taxable income of any company, the sole or principal
business of which in the Republic is, or has been, mining for gold and the
determination of the taxable income of which for the period assessed does not
result in an assessed loss, which the Commissioner determines to be
attributable to the inclusion in its gross income of any amount refereed to in
paragraph (j) of the definition of “gross income “ in section 1 of the principal
Act, a rate equal to the average rate of normal tax or 35 cents, whichever is
higher: Provided that for the purposes of this subparagraph, the average rate of
normal tax shall be determined by dividing the total normal tax (excluding the
tax determined in accordance with this subparagraph for the period assessed)
paid by the company in respect of its aggregate taxable income from gold
mining for the period from 1 July 1916 to the end of the period assessed, by
the number of rands contained in the said aggregate taxable income;
on each rand of the taxable income derived by any company from carrying on
long-term insurance business—

(i) where such taxable income has been determined in terms of the
provisions of section 28 of the principal Act, 45 cents; or
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(ii) where such taxable income has been determined in terms of the
provisions of section 29 of the principal Act—
(m) in respect of its individual policyholder fund, 30 cents; and
(bb)  in respect of its company policyholder fund and corporate fund,

35 cents;
(e) on each rand of the taxable income (excluding taxable income referred to in

subparagraphs (h), (c), (d) and (~)) derived by a company which has its place
of’ effective management outside the Repub]ic  and which carries on a trade
lhro(lgh a Iwancl)  or il~CllCy  wi(hin  the Republic, 40 ccnls;

~) on each rand of (he toxob[e income derived by a qualifying company
contemplated in section 37H of the principal Act, subject to the provisions of
that section, zero cents:

Provided that the tax determined in accordance with any of subparagraphs (a) to (~),
inclusive, shall be payable in addition to the tax determined in accordance with any
other of the said subparagraphs.

3. That the rates set forth in paragraphs 1 and 2 shall be the rates required to be fixed
by Parliament in accordance with the provisions of section 5(2) of the principal Act, in
respect of taxable incomes derived from sources within or deemed to be within the
Republic.

4. Any company which qualifies for exemption under the provisions of section 2 of
the Company Tax Amendment Decree, 1994 (Decree No. 2 of 1994 of Ciskei),  shall be
exempt from normal tax on so much of its taxable income as is derived from a source
within the territory of the former Republic of Ciskei.

5. For the purposes of paragraph 2 income derived from mining for gold shall include
any income derived from silver, osmiridium,  uranium, pyrites or other minerals which
may be won in the course of mining for gold, and any other income which results
directly from mining for gold.

6, In this Schedule, unless the context otherwise indicates, any word or expression to
which a meaning has been assigned in the principal Act, bears the meaning so assigned.


