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GENERAL EXPLANATORY NOTE:
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(English text signed by the Acting President.)
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ACT

To anend the Transfer Duty Act, 1949, so as to insert certain
definitions; and to provide for further exenptions; to anend the Estate
Duty Act, 1955, so as to amend a definition; and to reduce the rate of
duty; to amend the Income Tax Act, 1962, so as to provide for the
determ nation of taxable capital gains and assessed capital |osses; to
reduce the rate of donations tax; to provide for the subm ssion of
el ectronic returns and signatures; to nake fresh provision with regard to
the keeping of records for tax purposes; and to revise the long title; to
anend the Stanp Duties Act, 1968, so as to insert a definition; and to
provi de for further exenptions; to anend the Val ue- Added Tax Act, 1991, so
as to provide for the zero rating of illunminating kerosene intended for use
as fuel for illumnating or heating; and to provide for the subm ssion of
el ectronic returns and signatures; to amend the Skills Devel opment Levies
Act, 1999, so as to provide for the subm ssion of electronic returns and
signatures; and to provide for matters connected therewth.

BE | T ENACTED by the Parlianent of the Republic of South Africa, as
foll ows: -

Amendnent of section 1 of Act 40 of 1949
1. Section 1 of the Transfer Duty Act, 1949, is hereby anmended-

(a) by the insertion after the definition of "Conm ssioner"” of the
follow ng definition:

"' conmpany' i ncl udes-

(a) any association, corporation or conpany (including a close
corporation) incorporated or deenmed to be incorporated by or
under any law in force or previously in force in the Republic or
in any part thereof, or any body corporate formed or established
or deenmed to be forned or established by or under any such |aw,
or

(b) any association, corporation or conpany incorporated under the
| aw of any country other than the Republic or any body corporate
forned or established under such |law, or



(c) any association (not being an association referred to in
paragraph (a)) forned in the Republic to serve a specified
pur pose, beneficial to the public or a section of the
public;"

(b) by the substitution for the words precedi ng paragraph (a) of the
definition of "property" of the follow ng words:
"'property' neans land in the Republic and any fixtures
t hereon, and includes-";

(c) by the insertion after the definition of "registration officer" of
the follow ng definition:

"' Republic' neans the territory of the Republic of South Africa

and include' the territorial waters, the contiguous zone and the
continental shelf referred to respectively in sections 4, 5 and 8 of
the Maritine Zones Act, 1994 (Act No. 15 of 1994);"; and

(d) by the insertion after the definition of "South African Revenue
Service" of the follow ng definition
"'spouse' in relation to any person, neans the partner of such
per son-

(a) in a nmarriage or customary union recognised in terms of the | aws
of the Republic;

(b) in a union recognised as a nmarriage in accordance with the
tenets of any religion; or

(c) in a sane-sex or heterosexual union which the Commi ssioner is
satisfied is intended to be pernmanent:

Provi ded that a marriage or union contenplated in paragraph (b)
or (c) shall, in the absence of proof to the contrary, be deened
to be a marriage or union w thout comunity of property.”

Amendnent of section 9 of Act 40 of 1949, as anended by section 3 of Act 31
of 1953, section 12 of Act 80 of 1959, section 3 of Act 70 of 1963, section
3 of Act 77 of 1964, section 1 of Act 81 of 196S, section 7 of Act 103 of
1969, section 2 of Act 89 of 1972, section 3 of Act 66 of 1973, section 5
of Act 88 of 1974, section 77 of Act 54 of 1976, section 2 of Act 95 of
1978, section 6 of Act 106 of 1980, section 2 of Act 99 of 1981, section 2
of Act 118 of 1984, section 3 of Act 81 of 1985, section 3 of Act 86 of
1987, section 4 of Act 87 of 1988, section 1 of Act 69 of 1989, section 36
of Act 9 of 1989, section 1 of Act 69 of 1989, section 79 of Act 89 of

1991, section 6 of Act 120 of 1992, section 4 of Act 136 of 1992, section 5
of Act 97 of 1993, section 2 of Act 37 of 1995 and section 3 of Act 32 of
1999

2. Section 9 of the Transfer Duty Act, 1949, is hereby anmended by the
addition of the follow ng subsections:

"(16) No duty shall be payable in respect of the acquisition by a
natural person of a residence that will constitute that person's
primary residence as defined in paragraph 44 of the Eighth Schedule to
the I ncone Tax Act, 1962, from a conpany where-

(a) that acquisition takes place on or after the date of
pronul gati on of the Taxation Laws Amendment Act, 2001, but not
|l ater than 30 Septenber 2002



(b) that natural person alone or together with that person's spouse
directly held all the share capital or nmenbers' interest in that
conmpany from5 April 2001 to the date of the registration in the
deeds registry of the residence in the nane of the 4 natura
person or jointly in the nanme of that person and that person's
spouse;

(c) that natural person or that person's spouse ordinarily resided
in that residence and used it mainly for donestic purposes from
5 April 2001 to the date of that registration; and

(d) the registration in the deeds registry of that residence in the
name of that 4 natural person or jointly in the nane of that
person and that person's spouse takes place not later than 31
March 2003:

Provi ded that this exenption shall apply only in respect of the
portion of the property contenplated in paragraph 46 of the
Ei ght h Schedul e.

(17) No duty shall be payable in respect of the acquisition by a
natural person of a residence that will constitute that person's
primary residence as defined in paragraph 44 of the Eighth Schedule to
the I nconme Tax Act, 1962, from a trust where-

(a) that acquisition takes place on or after the date of promnul gation
of the Taxation Laws Anendnent Act, 2001, but not later than 30
Sept enber 2002

(b) that person disposed of that residence to that trust by way of
donation settlenment or other disposition or financed all the
expenditure, as contenplated in paragraph 20 of the Ei ghth Schedul e,
actually incurred by the trust to acquire and to inprove the
resi dence;

(c) that person or that person's spouse ordinarily resided in that
residence and used it mainly for domestic purposes from5 April 2001
to the date of registration in the deeds registry of the residence
in the nane of that person or jointly in the nanes of that person
and that person's spouse; and

(d) that registration takes place not later than 31 March 2003:

Provided that this exenption shall apply only in respect of the
portion of the property contenplated in paragraph 46 of the Eighth
Schedul e. ".

Amendnent of section 1 of Act 45 of 1955, as anended by section 1 of Act 59
of 1957, section 1 of Act 65 of 1960, section 7 of Act 77 of 1964, section
3 of Act 92 of 1971, section 9 of Act 106 of 1980, section 5 of Act 86 of
1987, section 7 of Act 87 of 1988, section 6 of Act 97 of 1993, section 2
of Act 140 of 1993, section 8 of Act 88 of 1996, section 5 of Act 27 of
1997, section 34 of Act 34 of 1997, section 7 of Act 53 of 1999, section 6
of Act 30 of 2000 and section 1 of Act 59 of 2000

3. Section 1 of the Estate Duty Act, 1955, is hereby anended-

(a) by the substitution for paragraphs (a), (b) and (c) of the
definition of "spouse" of the follow ng paragraphs:

"(a) in a marriage or customary union recognised in terns of
the | aws of the Republic;



(b) in a union recognised as a nmarriage entered into in
accordance with any system of religious |law which is recogni sed
in the Republic the 3 tenets of any religion; or

(c) in a permanent sane-sex life relationship or

het erosexual union which the Conm ssioner is satisfied is
i nt ended
to be permanent:"; and

(b) by the addition to the definition of "spouse" of the follow ng
provi so:

"Provided that a marriage or union contenplated in paragraph (b)
or (c) shall, 3. in the absence of proof to the contrary, be deened
to be a narriage or union w thout comunity of property.”

Amendment of First Schedule to Act 4S of 1955, as substituted by section 9
of Act 92 of 1971 and anended by section 13 of Act 106 of 1980, section 3
of Act 71 of 1986, section 16 of Act 87 of 1988 and section 11 of Act 37 of
1996

4. (1) The First Schedule to the Estate Duty Act, 1955, is hereby
anended by the substitution for the expression "25 per cent" of the
expression "20 per cent".

(2) Subsection (1) shall apply in respect of the estate of any person
who dies on or after 1 COctober 2001.

Amendnent of section 1 of Act 58 of 1962, as anended by section 3 of Act 90
of 45 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, section 4 of Act
88 of 1971, section 4 of Act 90 of 1972, section 4 of Act 65 of 1973,
section 4 of Act 85 of 1974, section 4 of Act 69 of 1975, section 4 of Act
103 of 1976, section 4 of Act 113 of 1977, section 3 of Act 101 of 1978,
section 3 of Act 104 of 1979, section 2 of Act 104 of 1980, section 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 Act
96 of 1985, section 2 of Act 65 of 1986, section 1 of Act 108 of 1986
section 2 of Act 85 of 1987, section 2 of Act 90 of 1988, section 1 of Act
99 of 1988, Governnent Notice No. R 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 of Act 113 of 1993, section 2 of
Act 21 of 1994, section 2 of Act 21 of 1995, section 2 of Act 36 of 1996
section 2 of Act 28 of 1997, section 19 of Act 30 of 1998, section 10 of
Act 53 of 1999 section 13 of Act 30 of 2000 and section 2 of Act 59 of 2000

5. Section 1 of the Inconme Tax Act, 1962, (in this Act referred to as
the principal Act), is hereby anended-

(a) by the insertion after the definition of "agent"” of the follow ng
definitions:

" 'aggregate capital gains means an anount determined in terns of
par agraph 6 of the Eighth Schedul e;

'aggregate capital |oss' means an ampbunt deternmined in terns of
paragraph 7 of the Eighth Schedul e;

‘assessed capital |loss' neans an anpunt determined in terns of
paragraph 9 of the Eighth Schedul e;"



(b)

(¢)

(d)

(e)
()

(9)

(h)

by the addition to the end of paragraph (c) of the definition of
"assessnent” of the word "or";

by the addition to the definition of "assessnment" of the follow ng
par agr aph:

(d) of any assessed capital |oss deternmined in ternms of paragraph
9 of the Eighth Schedule,"

by the insertion after the definition of "business day" of the
follow ng definitions:
"'capital gain' neans an anount determined in terns of paragraph
3 of the Eighth Schedul e;

‘capital loss' neans an anpunt determined in ternms of paragraph 4 of
the Ei ghth Schedul e; "

by the deletion of the definition of "married"

by the substitution for the definition of "married wonan" of the
follow ng definition:

""married woman' does not include a married woman who is living
apart from her husband in circunmstances which indicate that the
separation is likely to be permanent nor, where any husband is at
any tinme married to two or nore wives, any wife other than the wife
of bis | ongest subsisting marriage;"

by the insertion after the definition of "pension fund' of the
follow ng definition:

"' permanent establishnment' nmeans a permanent establishnment as
defined fromtime to time in Article 5 of the Mddel Tax Convention
on Income and on Capital of the Organisation for Econom c

Co- operation and Devel opnent;";

by the addition to the definition of "representative taxpayer" of
the follow ng proviso:

"Provided that for the purposes of this definition inconme

i ncl udes any amount received or accrued or deened to have been
recei ved or accrued in consequence of the disposal of any asset
envi saged in the Ei ghth Schedul e; "

by the insertion after the definition of "sharehol der” of the
follow ng definition:

"special trust' means a trust created solely for the benefit of
a person who suffers from

(i) any 'mental illness' as defined in section 1 of the Mental Health
Act, 1973 (Act No. 18 of 1973); or
(ii) any serious physical disability, where such illness or disability

i ncapacitates such person fromearning sufficient incone for the

mai nt enance of such person, or from nanaging his or her own
financial affairs: Provided that where the person for whose benefit
the trust was so created dies, such trust shall be deemed not to be
a special trust in respect of years of assessnent ending on or after
the date of such person's death;"



(j) by the insertion after the definition of "specified period' of the
foll owi ng definition:

spouse', in relation to any person, neans a person who is the
partner of such person-

(a) in a marriage or customary union recognised in terms of the | aws
of the Republic;

(b) in a union recognised as a marriage in accordance with the
tenets of any religion; or

(c) in a sane-sex or heterosexual union which the Commi ssioner is

satisfied is intended to be permanent and 'narried', 'husband
or 'wife' shall be construed accordingly: Provided that a
marriage or union contenplated in paragraph (b) or (c) shall, in

the absence of proof to the contrary, be deened to be a marriage
or union w thout comunity of property;"”

(k) by the insertion after the definition of "tax" of the follow ng
definition:
"'taxabl e capital gain' neans an anmpunt deternmined in terns of
paragraph 10 of the Ei ghth Schedule;"; and

(1) by the substitution for the definition of "taxable incone" of the
foll owi ng definition:

"t axabl e i ncome"” neans the aggregate of-

(a) the anpunt remaining after deducting fromthe i ncone of
any person all the anpunts allowed under Part 1 of Chapter Il to
be deducted fromor set off against such inconme; and

(b) all anpunts to be included or deenmed to be included in the
taxable 3 incone of any person in terns of this Act;"

Amendnent of section 3 of Act 58 of 1962, as anended by section 3 of Act
141 of 1992, section 3 of Act 21 of 1994, section 3 of Act 21 of 1995,
section 20 of Act 30 of 1998 and section 3 of Act 59 of 2000

6. Section 3 of the principal Act is hereby anended by the substitution
for subsection 4( (4) of the follow ng subsection

"(4) Any decision by the Conm ssioner under the definitions of
"benefit fund', 'pension fund', 'provident fund', and 'retirenment
annuity fund' and 'spouse' in section 1, section 6, section
8(4)(b), (c), (d) and (e), section 9D, section 9F, section 10(1)(cH)
(cK), (e), (iA), (j) and (nB), section 11(e), (g), (9A), (i), (1), (t),
(u) 45 and (w), section 12C, section 13, section 14, section 15,
section 22(1), (3) and (5), section 24(2), section 24A(6), section 24C
section 24D, section 241, section 25D, section 27, section 31, section
35(2), section 38(4), section 57, paragraphs 6, 7, 9, 13, 13A, 14, 19
and 20 of the First Schedul e, paragraph (b) of the definition of
"formula A" in paragraph 1 and paragraph 4 of the Second Schedul e,
par agraphs 18, 50 19(1), 20, 21, 22, 24 and 27 of the Fourth Schedul e,
and paragraphs 2, 3, 6, 9 and 11 of the Seventh Schedul e and
par agraphs 29(7), 31(2), 65(1)(d) and 66(1)(c) of the Eighth
Schedul e, shall be subject to objection and appeal ."

Amendnent of section 5 of Act 58 of 1962, as anended by section 2 of Act 6
of 1963, section 5 of Act 90 of 1964, section 6 of Act 88 of 1965, section
7 of Act 55 of 1966, SS section 6 of Act 95 of 1967, section 6 of Act 76 of



1968, section 7 of Act 89 of 1969, section 7 of Act 52 of 1970, section 5

of Act

88 of 1971, section 5 of Act 90 of 1972, section 5 of Act 65 of

1973, section 5 of Act 103 of 1976, section 5 of Act 113 of 1977, section 3

of Act

104 of 1980, section 4 of Act 96 of 1981, section 4 of Act 91 of

1982, section 3 of Act 94 of 1983, section 3 of Act 121 of 1984, section 3

of Act

65 of 1986, 60 section 3 of Act 90 of 1988, section 3 of Act 129 of

1991, section 5 of Act 21 of 1994 and section 4 of Act 21 of 1995

7

(a)

(b)

(¢)

(d)

(1) Section 5 of the principal Act is hereby anended-

by the substitution in subsection (10) for the words preceding the
formula of the following words: "Where any taxpayer's incone

i ncl udes any special remuneration, or where the provisions of
section 7A(4A) or paragraph 15(3) or 17 or 19(1) of the First
Schedul e or paragraph 7 of the Second Schedul e are applicable in the
case of the taxpayer in respect of any year of assessnment, the
normal tax payable by the taxpayer in respect of such year (as
determ ned before the deduction of any rebate or the addition of

any transition |l evy) shall be determ ned in accordance with the
formul a-"

by the substitution in subsection (10) for paragraph (b) of the
fol |l owi ng paragraph:

"(b)" A represents the anpunt of normal tax (as deternined before
the deduction of any rebate or the addition of any transition
I evy) calculated at the full rate of tax chargeable for the
said year in respect of a taxable income equal to the anpunt
represented by the expression "B+ D- (C+ L)'in the fornula;";

by the deletion in subsection (10)(d) of subparagraphs (i A) and
(iv);

by the substitution in subsection (10) for paragraph (g) of the
foll owi ng paragraph:

"(g) 'R represents the greater of the ampunts determ ned by
applying the fornul a-

in respect of the said year of assessnment, in which fornula-

(i) the amounts represented by the synbols "A" 'B',
"C, 'D, and 'L'" shall be determined in accordance with the
af oregoi ng provisions of this 3 subsection as applicable in
the said year or in the said preceding year, as the case mmy
be;

(ii) "F' represents the amount of nornal tax (as determ ned
before the deduction of any rebate) cal culated at the ful
rate of tax chargeable for the said year in respect of a
taxabl e i ncone equal to the anbunt represented by the
expression 'B+ D- (C+L + Q"' in the fornula, and

(iii) "G represents an anount of the taxable capital gain
included in the taxable incone in terms of section 26A:

Provi ded t hat -

(a) where, as a result of the death or insolvency of the taxpayer



(2)

the period assessed is |less than 12 nonths, the synbol 'R shal
be determned with reference to the said year only: and

(b) where the said preceding year ended on 28 February 1995, the
synmbols 'D end 'e' in the formula shall be disregarded:"

Subsection (1) shall come into operation on 1 October 2001 and

shal |l apply in 45 respect of any year of assessnent ending on or after that

date.

Amendrment of section 6quat of Act 58 of 1962, as inserted by section 5 of
Act 85 of 1987 and anmended by section 5 of Act 28 of 1997, section 12 of
Act 53 of 1999 and section 16 of Act 30 of 2000 and substituted by section
4 of Act 59 of 2000

8. Section 6quat is hereby anended-

(a)
(b)

(¢)

(d)

(e)

()

(9)

by the addition to subsection (1)(d).of the word "or";
by the addition to subsection (1) of the follow ng paragraph

"(e) any taxable capital gain contenplated in section 26A, to the
extent that it is attributable to any capital gain in respect of an
asset situated outside the Republic."”

by the substitution in subsection (1A) for the words preceding
paragraph (a) of the follow ng words:

"For the purposes of subsection (1), the rebate shall be an anpunt
equal to the sum of any taxes on incone proved to be payable to

the governnent of any country other than the Republic, w thout

any right of recovery by any person (other than a right of recovery
in ternms of any entitlenment to carry back | osses arising during any
year of assessnent to any year of assessnent prior to such year of
assessnment), by-";

by the substitution in subsection (1A)(a) for subparagraph (ii) of
the follow ng subparagraph: "(ii) any dividend contenplated in
subsection (1)(d); and or";

by the addition to subsection (1A)(a) of the foll ow ng
subpar agr aph:

"(iii) any anpunt of taxable capital gain as contenplated in
subsection (1)(e); and"

by the substitution for the words foll owi ng paragraph (d) of
subsection (1A) of the follow ng words

"to the Governnent of any country other than the Republic in

respect of the ampunt of income or proportional anpunt contenpl ated
in subsection (1)(b), which is so included in that resident's
taxabl e incone: Provided that where such resident is a nmenber of any
partnership or a beneficiary of any trust and such partnership or
trust is liable for tax as a separate entity in such other country,
a proportional anpbunt of any tax payable by such entity, which is
attributable to the interest of such resident in such partnership or
participation right of such resident in such trust, shall be

deened to have been payabl e by such resident."

by the substitution in subsection (1B) for paragraph (a) of the
foll owi ng paragraph:



(h)

"(a) the rebate or rebates of any tax proved to be payable to the
governnment of any other country or countries as contenpl ated
in subsection (1A), shall not in aggregate exceed an anount
whi ch bears to the total nornmml tax payable the sane ratio as
the total taxable incone attributable to the inconme, or
proportional amunt contenplated in subsection (1)(b),
foreign dividend or taxable capital gain, as the case may
be, derived fromsuch country or countries, which is
i ncluded as contenplated in ' subsection (1), bears to the total
taxabl e income:";

by the substitution in subsection (1B)(a) for the words preceding
paragraph (i)(aa) of the proviso of the follow ng words:

"(1) where such the sum of any such taxes

payabl e to the government of any such other country or
countries exceeds the rebate as so determ ned 3
(hereinafter referred to as the excess anpunt), such excess
anount may-"; and

by the substitution in subsection (1B)(a) for paragraph (i) (bb) of
the proviso of the foll ow ng subparagraph

"(bb) be set off against the anobunt of any nornmal tax payable
by such resident 4 during such year of assessnent in respect of any
anount derived from any other country which is included in the
taxabl e incone of such resident during such year, as contenplated in
paragraph (a), (b), or (d) or (e) of subsection (1), after
any tax payable to the government of any other country in respect of
any anount so included during such year of assessnent which may be
deducted in terns of subsection (1) and (1A), has been deducted from
the amobunt of such normal tax payable in respect of such anpount of
i ncome or proportional anmpbunt contenplated in subsection (1)(b)
so included; and"

Amendnment of section 9D of Act 58 of 1962, as anmended by section 9 of Act
28 of 1997, anended by section 28 of Act 30 of 1998, section 17 of Act 53

of 1999,

section 19 of Act 30 of 2000 and section 10 of Act 59 of 2000

9. Section 9D of the principal Act is hereby anended-

(a)

(b)

(¢)

by the deletion in the proviso to subsection (2A) of the word "and"
at the end of paragraph (b)-

by the addition to the proviso to subsection (2A) of the follow ng
par agr aphs:

"(d) any capital gain or capital loss of such entity shall, when
appl yi ng paragraph 43 of the Ei ghth Schedule, be determined with
reference to and in the currency in which it conducts the
maj ority of its transactions; and

(e) where a foreign entity beconmes a controlled foreign entity after
1 Oct ober 2001, the valuation date for purposes of the
determ nation of any taxable capital gain or assessed capita
loss in terns of the Eighth Schedule, shall be the date that
such entity becones a controlled foreign entity."; and

by the substitution in the proviso to subsection (9)(b) for the
wor ds precedi ng paragraph (iii)(aa) of the follow ng words:

"(iii) in the formof dividends, interest, royalties, rental
annuities, insurance prem uns or inconme of a simlar nature, or



any proceeds derived fromthe di sposal of any asset, as determ ned
in accordance with the Eighth Schedule, from which any such incone
is earned, except where such receipts and accrual s-".

Amendnent of section 9E of Act 58 of 1962, as inserted by section 20 of Act
30 of 2000 and anended by section 11 of Act 59 of 2000

10. Section 9E of the principal Act is hereby anmended by the
substitution in subsection (1) for paragraph (v) of the proviso to
paragraph (b) of the definition of: "foreign dividend" of the follow ng
par agr aph

"(v) to the extent that the proceeds fromthe disposal -

(aa) have been taken into account in the deternination of the
taxabl e capital gain or assessed capital |oss of such person in terns
of the provisions of the Eighth Schedul e; or

(bb) have otherw se been included in the taxable incone of
such person; or"

Amendnent of section 10A of Act 58 of 1962

11. Section 10A of the Incone Tax Act, 1962, is hereby anmended by the
addi tion of the follow ng subsection

"(11) Any cash consideration given by the purchaser under the
annuity contract 3 shall be converted to the currency of the Republic
by applying the ruling exchange rate on the day the consideration is
actually paid.".

Amendnent of section 22 of Act 58 of 1962, as anended by section 8 of Act 6
of 1963, section 14 of Act 90 of 1964, section 21 of Act 89 of 1969,
section 23 of Act 85 of 1974, section 20 of Act 69 of 197S, section 15 of
Act 103 of 1976, section 20 of Act 3 94 of 1983, section 19 of Act 121 of
1984, section 14 of Act 65 of 1986, section 5 of Act 108 of 1986, section
21 of Act 101 of 1990, section 22 of Act 129 of 1991, section 17 of Act 113
of 1993, section 1 of Act 168 of 1993, section 19 of Act 21 of 1995,
section 12 of Act 36 of 1996, section 25 of Act 53 of 1999 and section 27
of Act 30 of 2000

12. Section 22 of the principal Act is hereby anended-

(a) by the substitution in subsection (3) for paragraphs (a) and (b) of
the follow ng paragraphs:

"(a) For the purposes of this section the cost price at any date of
any trading stock in relation to any person shall -

(i) subject to subparagraph (ii), be the cost incurred by

such person, whether in the current or any previous year of
assessment in acquiring such trading stock plus, subject to
the provisions of paragraph (b), any further costs incurred
by himup to and including the said date in getting such
trading stock into its then existing condition and | ocation
but excl udi ng any exchange difference as defined in section
241(1) relating to the acquisition of such trading stock

or

(ii) in the case of any trading stock which is in terns of
paragraph 12(2)(c) of the Eighth Schedule treated as having
been acquired at a cost equal to the market value, be that
mar ket val ue.



(b) The further costs which in terms of paragraph (a)(i) are
required to be included in the cost price of any trading stock
shall be such costs as in ternms of any generally accepted
accounting practice approved by the Comm ssioner should be
i ncluded in the valuation of such trading stock."

(b) by the deletion in subsection (8) after paragraph (b)(iii) of the
word "or";

(c) by the insertion in subsection (8) after paragraph (b)(iv) of the
word "

or

(d) by the insertion in subsection (8) after paragraph (b)(iv) of the
fol |l owi ng subparagraph:

"(v) assets which were held as trading stock by any taxpayer
cease to be held as trading stock by such taxpayer,"; and

(e) by the substitution in subsection (8) for paragraph (B) and the
words follow ng paragraph (B) but preceding the proviso of the
fol |l owi ng paragraph and words:

"(B) where such trading stock has been applied, disposed of or
distributed in a manner contenpl ated in paragraph (b) or ceases

to be held as tradi ng stock, an anpunt equal to the nmarket val ue

of such trading stock and such amount shall be included in the

i ncome of the taxpayer for the year of assessnment during which such
tradi ng stock was so applied, disposed of, or distributed or

ceased to be held as trading stock:"

Substitution of section 25C of Act 58 of 1962, as inserted by section 21 of
Act 28 of 1997

13. The followi ng section is hereby substituted for section 25C of the
principal Act:

"I ncone of insolvent estates

25C. For the purposes of this Act, and subject to any such
adj ustments as nmmy be necessary-

(a) the estate of a person prior to sequestration and that person's
i nsol vent estate; and

(b) where the order of sequestration has been set aside, that person's
i nsolvent estate and that person's estate after that order has been
set aside shall be deened to be one and the sanme person."

Intersection of section 26A in Act 58 of 1962

14. The followi ng section is hereby inserted in the principal Act after
section 26:

"I'nclusion of taxable capital gain in taxable incone

26A. There shall be included in the taxable incone of a person
for a year of assessnent the taxable capital gain of that person for
that year of assessnent, as deternined in terns of the Eighth
Schedul e. ".

Amendrent of section 29A of Act 58 of 1962, as inserted by section 30 of
Act 53 of 1999 and amended by section 36 of Act 59 of 2000



15.

(a)

(b)

(¢)

(d)

(e)

()

(1) Section 29A of the principal Act is hereby anended-
by the substitution for subsection (8) of the follow ng subsection

"(8) Any transfer of an asset effected by an insurer between one
fund and anot her fund otherwise than in terns of the provisions of
subsection (6), (7) or (15) shall be effected by way of a

sal e di sposal of such asset at the nmarket val ue thereof

and shall for the purposes of this Act be treated as a purchase or
sal e an acquisition or disposal of such asset, as the case

may be, in each such fund.";

by the substitution for subsection (10) of the foll ow ng
subsecti on:

"(10) The-taxable incone derived by an insurer in respect of its

i ndi vi dual policyhol der fund, its conpany policyholder fund and its
corporate fund shall be determ ned separately in accordance with the
provisions of this Act as if each such fund had been a separate
taxpayer and the individual policyholder fund, conpany

pol i cyhol der fund, untaxed policyhol der fund and corporate fund,
shall be deened to be separate persons which are connected persons
inrelation to each other for the purposes of subsections (6), (7)
and (8) and sections 9B, 241, 24J, 24K and 24L and the Eighth
Schedule to this Act."

by the substitution in subsection (11) for the words preceding
paragraph (a)(i) of the foll owi ng words:

"(a) the ampbunt of any expenses, allowances and transfers to be
al l owed as a deduction in the policyholder funds in terns of this
Act shall, subject to subsections (11A), (11B) and (11C), be
limted to the total of-";

by the substitution in subsection (11) for the words foll ow ng
paragraph (a)(ii)(bb) of subsection (11) of the foll ow ng words:

"whi ch percentage shall -

(AA) in the case of the individual policyholder fund, be
deternm ned in accordance with the formula

(I + 2,5R + 4, 75F + 4, 75L) 1

(BB) in the case of the conpany policyhol der fund, be deterni ned
in accordance with the formula

(I + 2R + 3,5F + 3,5L) 1
in which fornmula fornul ae-"

by the substitution in subsection (11) for paragraph (a)(ii)(D) of
the following item

"(D) "D 'L" represents the dividend i ncone (other than
taxabl e foreign dividends) of such fund; and"

by the addition in subsection (11) to paragraph (a)(ii) of the



following item

"(E) 'F' represents the taxable foreign dividends of such fund,
and"; and

(g) by the insertion after subsection (11) of the follow ng
subsecti ons:

"(11A) For the purposes of subsection (11), the percentage of the
anount of expenses and all owances contenpl ated in subsection
(11)(a)(ii)(aa) and (bb) to be allowed in respect of the first five
years of assessment commencing on or after 1 January 2002, shall be
reduced by an anpunt determ ned in accordance with the provisions of
subsections (JIB) and (11C).

(11B) The anpunt referred to in subsection (11A) neans-

(a) in respect of the year of assessnment commencing on or after 1
January 2002, but before 1 January 2003, five-sixths of the
di fference between the percentage determ ned in accordance with
subsection (11)(a)(ii) (hereinafter referred to as the new
percentage) and the percentage deternm ned in accordance with
subsection (TIC) (hereinafter referred to as the old
per cent age) ;

(b) in respect of the year of assessnment commencing on or after 1
January 2003, but before 1 January 2004, four-sixths of the
di fference between the new percentage and the ol d percentage;

(c) in respect of the year of assessnent commencing on or after 1
January 2004, but before 1 January 2005, three-sixths of the
di fference between the new percentage and the ol d percentage;

(d) in respect of the year of assessnent commencing on or after 1
January 2005, but before 1 January 2006, two-sixths of the
di fference between the 55 new percentage and the old
per cent age; and

(e) in respect of the year of assessnent commencing on or after 1
January 2006, but before 1 January 2007, one-sixth of the
di fference between the new percentage and the ol d percentage.

(11C) The ol d percentage referred to in subsection (11B) shall be 60
deternmined in accordance with the formula

(I + 3R + 6L + 6F) 1
in which forml a-
(a) 'Y represents the percentage to be determ ned; and

(b) '"1", "R, '"L'" and 'F' shall bear the sanme neaning as the synbols
contenpl ated in subsection (11)(a)(ii).".

(2) Subsections (1)(a) and (b) shall apply in respect of any year of
assessment that commences on or after 1 October 2001.

(3) Subsections (1)(c), (d), (e), (f) and (g) shall apply in respect of
years of assessment that commence on or after 1 January 2002

Amendnent of section 31 of Act 58 of 1962, as substituted by section 23 of
Act 21 of 1995 and amended by section 37 of Act 30 of 1998, section 31 of



Act 53 of 1999 and section 37 of Act 59 of 2000

16. Section 31 of the principal Act is hereby anmended by the deletion
in subsection (1) of the definition of "permanent establishnent".

Amendnent of section 64 of Act 58 of 1962, as substituted by section 30 of
Act 90 of 1958 and amended by section 19 of Act 36 of 1996:

17. (1) Section 64 of the principal Act is hereby anmended by the
substitution for the expression "25 per cent" of the expression "20 per
cent".

(2) Subsection (1) shall apply in respect of any property disposed of
under a donation which takes effect on or after 1 October 2001.

Amendnent of section 64B of Act 58 of 1962, as inserted by section 34 of
Act 113 of 1993 and anended 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
section 13 of Act 46 of 1996, section 25 of Act 28 of 1997, section 35 of
Act 53 of 1999, section 39 of Act 30 of 2000 and section 42 of Act 59 of
2000

18. Section 64B of the principal Act is hereby anmended by the addition
to subsection (5) of the foll ow ng paragraph

"(k) any dividend declared by a conpany to a natural person-

(i) whi ch constitutes the distribution in specie of '"an
interest' as defined in paragraph 44 of the Ei ghth Schedul e,
of such person in a residence; or

(ii) out of any profits of a capital nature arising fromthe
di sposal to such person of any such an interest in a
resi dence, where-

(aa) such interest is so distributed to that person on or
after the date of pronul gation of the Taxation Laws Anmendnent
Act, 2001, but before 30 Septenber 2002 or such interest is
so di sposed of on or after the date of pronulgation of the
Taxation Laws Amendnent Act, 2001, but before 30 Septenber
2002 and any profit resulting fromthat disposal is
distributed to that person on or before 31 March 20083;

(bb) that person alone or together with that person's

spouse held all the equity share capital or nmenbers' interest
in that conpany fromb5 April 2001 to the date of registration
in the deeds registry of that residence in the nane of that
person or that person's spouse or their nanes jointly,

(cc) that person alone or together with that person's

spouse ordinarily resided in that residence and used it

maei nly for donestic purposes as his or her or their ordinary
residence from5 April 2001 to the date of that registration
in the nane of that person or that person's spouse or their
nanmes jointly; and

(dd) such residence will after such distribution or

di sposal constitute that person's or that person and that
person's spouse's prinmary residence as defined in paragraph
44 of the Ei ghth Schedul e:

Provi ded that the provisions of this paragraph shall only
apply to the portion of any dividend that relates to the



portion of the property contenplated in paragraph 46 of the
Ei ght h Schedul e.

Amendnent of section 66 of Act 58 of 1962, section 10 of Act 6 of 1963,
section 19 of Act 90 of 1964, section 27 of Act 88 of 1971, section 22 of
Act 91 of 1982, as anmended by section 19 of Act 65 of 1986, section 23 of
Act 85 of 1987, section 37 of Act 101 of 1990 and section 26 of Act 21 of
1994

19. Section 66 of the principal Act is hereby anmended-
(a) by the addition to subsection (1)(b) of the follow ng subparagraph

"(v) any person whose aggregate capital gain or aggregate capital
|l oss for the year of assessnment exceeds an ampunt to be stated by
the Conmissioner in the notice referred to in paragraph (a)."

and

(b) by the insertion after subsection (7) of the follow ng subsections:

"(7A) The Conmi ssioner may, mthe case of any return furnished by

a taxpayer or a taxpayer's authorised agent in electronic format,
accept electronic or digital signatures as valid signatures for the
poses of subsection (7).

(7B) The Mnister may nmake rul es and regul ati ons prescribing the
procedures for submitting any return in electronic format and the
requirenents for an electronic or digital signature contenplated in
subsection (7A)."; and

(c) by the insertion after subsection (13quat) of the follow ng
subsecti on:

"(13quin) For the purposes of subsections (13), (13quat) and
(14), the word 'incone' shall be construed as including any
aggregate capital gain or aggregate capital loss."

Substitution of section 68 of Act 58 of 1962, as anended by section 26 of
Act 90 of 1962, section 23 of Act 88 of 1965, section 39 of Act 101 of 1990
and section 33 of Act 129 of 1991

20. The followi ng section is hereby substituted for section 68 of the
princi pal Act:

"Income and capital gain of married wonen persons and
m nor children

68. (1) Any-

(a) incone received by or accrued to or in favour of any
person married with or without comunity of property which in
terms of section 7(2) is deened to be inconme received by or
accrued to such person's spouse; or

(b) capital gain which is in ternms of paragraph 68 of the Eighth
Schedul e taken into account in the determination of the
aggregate capital gain or 3 aggregate capital |oss of such
person's spouse, shall be included by such spouse in
returns of incone required to be rendered by that spouse under
this Act.

(2) I'n the event of the death of any person during any year in
respect of which such incone is chargeable or in which such capita



gain is taken into account, the income or capital gain of

such person's spouse for the period el apsing between the date of such
death and the | ast day of the year of assessnent shall be returned as
the separate incone of such spouse

(3)(a) Every parent shall be required to include in his return-

(i) any inconme received by or accrued to or in favour
of any of his that parent's minor children either
directly or indirectly fromhinself or his wife that
parent; or

(ii) any capital gain or capital loss in respect of any
transaction entered into directly or indirectly by that
parent, which is taken into account in the deternination of
the aggregate capital gain or aggregate capital 50 |oss of
any of that parent's minor children, together with such
particulars as may be required by the Comm ssioner

(b) Every parent shall be required to include in his that
parent's return any incone deened to be his that parent's
incone in terns of subsection (3) or (4) of section 7 or any
capital gain deened to be that parent's capital gain in terns of
par agraph 69 of the Ei ghth Schedule."

Insertion of sections 70A and 70B in Act 58 of 1962

21. The follow ng sections are hereby inserted in the principal Act
after section 70:

"Return of information by Unit Portfolio

70A. Any unit portfolio contenplated in paragraph (e)(i) of the
definition of 'conmpany' in section 1, and any unit portfolio conprised
in any unit trust schene in property shares authorised under the Unit
Trust Control Act, 1981 (Act No. 54 of 1981), shall furnish to the
Comm ssi oner an annual return in such formand within such tine as the
Conmi ssi oner nmy prescribe, show ng-

(a) the nanes and addresses of all unit holders in that unit
portfolio who have di sposed of their units in that unit
portfolio on or after the valuation date as contenplated in the
Ei ght h Schedul e;

(b) the nunber of units so disposed of by each unit hol der

(c) the weighted average of the valuation date value of units
acquired before valuation date and held on such date and the
cost of units acquired on or after that date and the anopunt of
the proceeds received or accrued fromthe disposal of those
units;

(d) the gain derived fromor loss incurred in respect of the
di sposal of those units determined with reference to the cost
and proceeds contenplated in paragraph (c);

(e) in the case of any natural person, his or her identification
nunber and, if that person is not in possession of a South
African identity docunent, any other form of identification; and

(f)in the case of any person other than a natural person, that
person's registration nunber.



Return of information in respect of financial instrunments adm nistered
by portfolio admi nistrators

70B. (1) Every person who administers a portfolio of financial
instrunents, as defined in the Eighth Schedul e, on behalf of any other
person and has the mandate of that other person to buy and sell any
such financial instruments on such other person's behalf, shall furnish
to the Conmi ssioner an annual return in such formand w thin such tine
as the Conm ssioner may prescribe, show ng-

(a) the nanes and addresses of all persons on behalf of whom such
financial instruments have been disposed of on or after the
val uation 3 date contenplated in that Schedul e;

(b) the nunber of such financial instruments so disposed of on
behal f of each such other person;

(c) the weighted average of the valuation date val ue of such
financial instrunents acquired before valuation date and held on
such date and 4 the cost of such financial instruments acquired
on or after that date and the ampunt of the proceeds received or
accrued fromthe disposal of those financial instruments

(d) the gain derived fromor loss incurred in respect of the
di sposal of those financial instrunments deternmined with
reference to the cost and 42 proceeds contenplated in paragraph

(c);

(e) in the case of any natural person, his or her identification
nunber and, if that person is not in possession of a South
African identity docunent, any other formof identification; and

(f) in the case of any person other than a natural person, that
person's 50 registration nunber.

(2) Subsection (1) shall not apply in respect of-
(a) any pension fund, provident fund or retirenment annuity fund; or
(b) any insurer contenplated in section 29A, in respect of any
financial instruments of any person in that person's capacity as
pol i cyhol der. ™.
Insertion of section 73A in Act 58 of 1962

22. The follow ng sections are hereby inserted in the principal Act
after section 73:

"Record keeping by persons deriving incone other than renuneration

73A. (1) A person whose gross incone consists of ampunts other
than those derived solely by way of salary, wages or simlar
conpensation for personal service shall retain all records for a period
of four years fromthe date upon which the return relevant to the | ast
entry in those records was received by the Comm ssioner

(2) For the purposes of subsection (1) 'records" include-
(a) ledgers, cash books, journals, cheque books, bank statenents,
deposit 1 slips, paid cheques, invoices and stock lists and al

ot her books of account; and

(b) any data created by neans of a 'conputer’' as defined in section



1 of the Conputer Evidence Act, 1983 (Act No. 57 of 1983),
including data in the electronic formin which it was originally
created or in which it is stored for the purposes of backing up
such data, relating to any trade carried on by that person in
which are recorded the details fromwhich that person's returns
for the assessnent of taxes under this Act were prepared.

Record keeping in relation to taxable capital gain or assessed capita
| oss

73B. (1) A person shall retain all records required to deternine
the taxable capital gain or assessed capital |oss of that person for a
period of four years fromthe date on which the return for that year of
assessment was received by the Comn ssioner.

(2) Where a person has disposed of assets in respect of which the
capital gain or capital loss is not disregarded or excluded in terns of
the Eighth Schedule and all capital gains or capital |osses determ ned
in respect of the disposal of those assets exceed R10 000 in respect of
the year of assessment, but that person is not required to render a
return, that person nust retain the records required to determ ne those
capital gains or capital losses for a period of five years fromthe
date of disposal of each of those assets

(3) For the purposes of this section 'records' includes-

(a) any agreenent for the acquisition, disposal or |ease of an asset
together with rel ated correspondence;

(b) details of any asset transferred into a trust;

(c) copies of valuations used in the deternination of a taxable
capital gain or assessed capital |oss;

(d) invoices or other evidence of paynment records such as bank
statenments and paid cheques relating to any costs clainmed in
respect of the acquisition, inprovenent or disposal of any
asset;

(e) details supporting the proportional use of an asset for both
private and busi ness purposes;

(f) details of any continuous absence of nore than 6 nonths froma
primary residence, as contenplated in the Eighth Schedul e.

Retenti on period of records where objection and appeal | odged

73C. Notwi thstanding sections 73a and 73B, where a person who is
required in terns of those sections to retain records |odges an
obj ection or appeal against an assessnent, that person shall retain al
records relevant to 50 that objection or appeal until that assessnent
becomes final.".

Amendrment of section 75 of Act S8 of 1962, as amended by section 40 of Act
101 of 1990, section 34 of Act 129 of 1991, section 30 of Act 141 of 1992
section 35 of Act 113 of 1993, section 27 of Act 21 of 1994, section 15 of
Act 46 of 1996 and section 39 of Act 53 of 1999

23. Section 75 of the principal Act is hereby anended by the
substitution in subsection (1) for paragraph (f) of the follow ng
par agr aph:

"(f) without just cause fails to conply with the provisions of



section 70A, 70B, 73A, 73B or 73C "
Amendnent of section 76 of Act 58 of 1962

24. Section 76 of the principal Act is hereby anended by the
substitution for subsections (5) and (6) of the foll ow ng subsections:

"(5) Any taxpayer who in deternmining his taxable incone as disclosed
by in his return, deducts, or sets off, disregards
or excludes any anount the deduction or set-off, disregarding
or exclusion whereof is not perm ssible under the provisions of this
Act, or shows as an expenditure or |loss any anount which he has : not
in fact expended or lost, shall be deenmed for the purposes of this
section to have onmitted such anpbunt fromhis return

(6) Any taxpayer who wilfully fails to disclose in any return made
by himany facts which should be disclosed and the disclosure of which
would result in the taxation of the taxpayer's taxable inconme on
an anount which is higher than the 2 anpbunt upon which such
i ncome woul d be taxable on such return, shall for the purposes of this
section be deened to have omitted fromhis return the amount by which the
fornmer anmpunt exceeds the latter."

Amendnent of section 78 of Act 58 of 1962

25. Section 78 of the principal Act is hereby anended by the
substitution for 2' subsection (2) of the follow ng subsection

"(2) Any such estinmate of the taxable income shall be subject to
obj ection and appeal: Provided that if it appears to the Conm ssioner
that any person is unable fromany cause to furnish an accurate return
of his inconme, aggregate capital gain or aggregate capital |oss,
the Conmi ssioner may agree with such person as to what anount of such
i ncome, aggregate capital gain or aggregate capital |oss shal
be taxable incone, net capital gain or assessed capital |oss and
any anount so agreed upon shall not be subject to any objection or
appeal . ".

Amendnent of section 79 of Act 5X of 1962, as substituted by section 32 of
Act 21 of 1995

26. Section 79 of the principal Act is hereby anended by the
substitution for subsection (2) of the follow ng subsection

"(2) For the purposes of this section any anount referred to in
subsection (1)(a) shall include an ambunt the incorporation of which in
an assessnment would result in the reduction of any |oss or assessed
capital loss ranking for set-off or in only a portion of such
anount becomi ng chargeable with tax.".

Substitution of section 82 of Act 58 of 1962

27. The followi ng section is hereby substituted for section 82 of the
principal Act:

"Burden of proof as to exenptions, deductions, or abatenents,
di sregardi ng or exclusions
82. The burden of proof that any ampunt is-

(a) exenpt fromor not liable to any tax chargeabl e under this
Act; or



(b) subject to any deduction, abatenent or set-off in terns of
this Act; or

(c) to be disregarded or excluded in terns of the Eighth
Schedul e, shall be upon the person claimng such exenption,
non-liability, deduction, abatenent or set-off, or that such
anmount nust be di sregarded or excluded, and upon the hearing of
any appeal from any decision of the Comm ssioner, the decision shal
not be reversed or altered unless it is shown by the appellant that
the decision is wong.".

Amendnent of section 83A of Act 5X of 1962, as anended by section 37 of Act
113 of 1993 and by Governnent Notice R1245 of 26 Septenber 1997

28. Section 83A of the principal Act is hereby amended by the
substitution in subsection (1) for paragraph (a) of the follow ng
par agr aph

"(a) the amount of the tax in dispute does not exceed such anmpunt
which the Mnister may fromtine to time fix by notice in the Gazette,
or, having regard to any assessed | oss or assessed capital |oss
whi ch nmay be carried forward, will probably not in total exceed
such amount; or".

Amendnent of section 89quat of Act 58 of 1962, as substituted by section 22
of Act 65 of 1986, and anended by section 18 of Act 70 of 1989, section 42
of Act 113 of 1993, section 33 of Act 21 of 1995 and section 24 of Act 36
of 1996

29. Section 89quat of the principal Act is hereby anended by the
substitution for subsection (3) of the follow ng subsection

"(3) Where the Conmmi ssioner having regard to the circunmstances of
the case is satisfied that any anmount has been included in the
taxpayer's taxable inconme or that any deduction, or allowance,

di sregarding or exclusion clained by the taxpayer has not been

al l owed, and the taxpayer has on reasonabl e grounds contended that such
anmount shoul d not have been so included or that such deduction, or

al | owance, disregardi ng or exclusion should have been all owed,

t he Conmi ssioner may, subject to the provisions of section 103(6),
direct that interest shall not be paid by the taxpayer on so nmuch of
the said normal tax as is attributable to the inclusion of such amunt
or the disallowance of such deduction, or allowance, disregarding

or exclusion.".

Amendnent of section 90 of Act 58 of 1962, as anmended by section 15 of Act
6 of 1963, section 23 of Act 95 of 1967, section 35 of Act 121 of 1984,
section 20 of Act 96 of 1985, section 38 of Act 129 of 1991 and section 43
of Act 30 of 1998

30. Section 90 of the principal Act is hereby anended by the
substitution for the first proviso of the follow ng proviso:

"Provided that any person may recover so nuch of the tax paid by him
under this Act as is due to the inclusion in-

(i) his incone of any incone deened to have been
received by himor to be his incone, as the case may be, in
terms of section 7(3), (4), (5, (6), or (7) or (8), from
the person entitled, whether on his own behalf or in a
representative capacity, to the receipt of the incone so
i ncl uded; or



(ii) his taxable income of any capital gain in terms of
par agraph 68, 69, 70, 71 or 72 of the Eighth Schedule from
the person entitled, whether personally or in a
representative capacity, to the proceeds on the disposal of
the asset, as contenplated in the Ei ghth Schedul e, which pave
rise to the capital gain "

Amendrment of section 91 of Act 58 of 1962, as amended by section 16 of Act
6 of 1963, section 26 of Act 55 of 1966, section 38 of Act 89 of 1969
section 36 of Act 121 of 1984, section 39 of act 129 of 1991 and section 26
of Act 36 of 1996

31. Section 91 of the principal Act is hereby anended-
(a) by the substitution for subsection (4) of the follow ng subsection

"(4) So much of any tax payable by any person as is due to the
inclusion in his income of any inconme deenmed to have been received
by himor to be his inconme, as the case may be, in terns of
subsection (3), (4), (5, or (6), (7) or (8) of

section 7, may be recovered fromthe assets by which the incone so
i ncl uded was produced."

(b) by the insertion after subsection (4) of the follow ng subsection

"(4A) So much of any tax payable by any person as is due to the
inclusion in the taxable income of such person of any capital gain
in terns of paragraph 68, 69, 70, 71 or 72 of the Eighth Schedul e,
may be recovered fromthe proceeds on the disposal of the asset, as
contenplated in the Eighth Schedul e, which gave rise to the capital
gain.".

Amendnent of section 95 of Act 58 of 1962, as anmended by section 27 of Act
90 of 1962 and section 35 of Act 28 of 1997

32. Section 95 is hereby anended-
(a) by the substitution for subsection (2) of the follow ng subsection
"(2) Any abatenent, deduction, exenption, or right to set off
a |l oss, disregarding or exclusion which could be clainmed by
the person represented by himshall be allowed in the assessnent
made upon the representative taxpayer in his capacity as such."; and
(b) by the addition of the follow ng subsection
"(5) For the purposes of this section the word 'incone' shall be
construed as including the anount received or accrued or deened to
have been received or accrued in consequence of the disposal of any
asset contenplated in the Eighth Schedul e."
Amendrment of section 103 of Act 58 of 1962, as anmended by section 14 of Act
101 of 1978, section 37 of Act 121 of 1984, section 19 of Act 70 of 1989
section 29 of Act 36 of 1996 and section 45 of Act 30 of 1998
33. Section 103 of the principal Act is hereby anmended-

(a) by the substitution in subsection (2)(b) for the words follow ng
subparagraph (iii) of the follow ng words:

"as a direct or indirect result of which-



(A) income has been received by or has accrued to that
conpany or trust during any year of assessment; or

(B) any proceeds received by or accrued to or deened to have been
received by or to have accrued to that conpany or trust in
consequence of the disposal of any asset, as contenplated in the
Ei ghth Schedule, result in a capital gain during any year of
assessnment, has at any tinme before or after the comencenent

of the Income Tax Act, 1946 been entered into or effected by any
person solely or mainly for the purpose of utilising any assessed
| oss, or any bal ance of assessed |oss, any capital |oss or

any assessed capital |loss, as the case nay be, incurred by the
conmpany or trust, in order to avoid liability on the part of that
conmpany or trust or any other person for the paynment of any tax,
duty or levy on incone, or to reduce the amount thereof-

(aa) the set-off of any such assessed | oss or bal ance of
assessed | oss agai nst any such incone shall be disall owed;

(bb) the set-off of any such assessed | oss or bal ance of assessed

| oss agai nst any taxable capital gain, to the extent that such
taxabl e capital gain takes into account such capital gain, shall be
di sal | owed; or

(cc) the set off of such capital |oss or assessed capital |oss
agai nst such capital gain shall be disallowed."; and

(b) by the substitution in subsection (4) for paragraph (b) of the
foll owi ng paragraph:

"(b) in the case of any such agreenment or change in sharehol ding or
menbers' interests or trustees or beneficiaries of such trust, that
it has been entered into or effected solely or mainly for the
purpose of utilising the assessed |oss, or bal ance of

assessed | oss, capital |loss or assessed capital loss in

question in order to avoid or postpone such liability or to reduce
the amount thereof.".

Amendnent of section 107 of Act 58 of 1962, as anended by section 26 of Act
65 of 1973, section 46 of Act 97 of 1986, section 29 of Act 21 of 1994,
section 37 of Act 28 of 1997 and section 46 of Act 30 of 1998

34. Section 107 of the principal Act is hereby amended-
(a) by the addition to subsection (1) of the foll owi ng paragraph

"(f) prescribing the nethod for the valuation of any fiduciary,
usufructuary or other simlar interests in property for the purposes
of the Eighth Schedule,”; and

(b) by the substitution for subsection (2) of the follow ng subsection
"(2) The regul ations may prescribe penalties for any contravention
thereof or 2 failure to conply therewith, not exceeding a fine of
R1 000 R2 000."

Amendnent of paragraph 4 of First Schedule to Act 58 of 1962, as anended by
section 17 of Act 72 of 1963, section 41 of Act 89 of 1969, section 42 of
Act 94 of 1983, section 43 of Act 113 of 1993 and section 30 of Act 36 of
1996

35. Paragraph 4 of the First Schedule to the principal Act is hereby
anended-



(a) by the substitution for sub-item (ii) of item (a) of subparagraph
(1) of the follow ng sub-item

"(ii) the market value of |ivestock or produce-

(aa) acquired by such farmer during the current year of
assessnment otherwi se than by purchase or natural increase or in the
ordi nary course of farmi ng operations; or

(bb) held by such farmer otherwi se than for purposes of pastoral
agricultural or other farm ng operations, which such farnmer during
such year of assessnent conmenced to hold for purposes of pastoral
agricultural or other farm ng operations; or";

(b) by the substitution for sub-item (ii) of item (b) of subparagraph
(1) of the followi ng sub-item

"(ii) the market value of |ivestock or produce (other than |ivestock
or produce to which sub-item (i) refers)-

(aa) acquired by such person during the year of assessment
ot herwi se than by purchase or natural increase or in the ordinary
course of farm ng operations;

(bb) held by such person otherwi se than for purposes of pastoral
agricultural or other farm ng operations, which such person during
such year of assessnment comnmenced to hold for purposes of pastoral
agricultural or other farm ng operations.".

Amendnent of paragraph 5 of First Schedule to Act 58 of 1962, as anended by
section 18 of Act 72 of 1963, section 23 of Act 52 of 1970, section 30 of
Act 88 of 1971, section 28 of Act 103 of 1976, section 23 of Act 104 of
1980, section 26 of Act 96 of 1981, section 31 of Act 36 of 1996, section
31 of Act 36 of 1996

36. Paragraph 5 of the First Schedule to the principal Act is hereby
anended by the deletion of subparagraph (2).

Amendnent of paragraph 19 of Fourth Schedule to Act 58 of 1962, as anended
by section 28 of Act 88 of 1965, section 46 of Act 89 of 1969, section 43
of Act 88 of 1971, section 50 of Act 85 of 1974, section 49 of Act 94 of
1983, section 52 of Act 101 of 1990 and section 44 of Act 21 of 1995

37. Paragraph 19 of the Fourth Schedule to the principal Act is hereby
anended by the substitution for itens (i) and (ii) of paragraph (d) of
subparagraph (1) of the follow ng itens:

"(i) as respects an estinate subnmtted by a provisional taxpayer
(other than a conpany) under item (a), the taxpayer's taxable incone,
as assessed by the Commissioner, for the | atest preceding year of
assessment in relation to such estimte, |ess the anbunt of any
taxabl e capital gain included therein in terns of section 26A; or

(ii) as respects an estimte subnitted by a conpany under item (b),
t he
conpany's taxable incone, as assessed by the Conm ssioner, for the |atest
precedi ng year of assessnent in relation to such estinate, |ess the
anount of any taxable capital gain included therein in terns of section
26A. ".

Insertion of Eighth Schedule in Act 58 of 1962

38. The follow ng Schedule is hereby inserted after the Seventh



Schedul e to the principal Act:
"Ei ghth Schedul e

DETERM NATI ON OF TAXABLE CAPI TAL GAI NS AND ASSESSED CAPI TAL LOSSES
(Section 26A of this Act)

Part 1: Gener al
Part 11: Taxabl e capital gains and assessed capital |osses
Part I11: Di sposal and acquisition of assets
Part |V Limtation of |osses
Part V: Base cost
Part VI: Proceeds
Part VII: Primary residence excl usion
Part VII1: O her exclusions
Part I X Rol | - overs
Part X Attribution of capital gains
Part XI: Conpany di stributions
Part XII: Trusts, trust beneficiaries and insolvent estates
Part XII1: Foreign Currency
Part XIV: M scel | aneous
PART |
GENERAL

Definitions

1. In this Schedul e, unless the context indicates otherw se, any
meani ng ascribed to any word or expression in section 1 of this Act nust
bear the neaning so ascribed, and-

"active business asset' means an asset used or held wholly and
exclusively for business purposes, but excludes-

(a) a financial instrunment; and
(b) an asset held in the course of carrying on a business nmainly to
derive any inconme in the formof an annuity, rental incone, a

forei gn exchange gain or royalty or any inconme of a simlar nature;

'aggregate capital gain' means the anpunt to be determined in terns of
par agr aph 6;

"aggregate capital |oss' nmeans the anpbunt to be determined in terns of
par agr aph 7;

"asses' includes-

(a) property of whatever nature, whether novable or inmovabl e,



corporeal or incorporeal, excluding any currency, but including any
coin made mainly fromgold or platinum and

(b) a right or interest of whatever nature to or in such property;
"base cost' neans the ampunt to be deternmined in terns of Part V,

"boat' neans any vessel used or capable of being used in, under or on
the sea or internal waters, whether-

(a) self-propelled or not; or
(b) equi pped with an inboard or outboard notor;

‘capital gain' neans the anpunt to be determined in terns of paragraph

‘capital loss' neans the anpbunt to be determined in terms of paragraph
4;

"di sposal' neans an event, act, forbearance or operation of |aw
envi saged in paragraph 11 or an event, act, forbearance or operation of |aw
which is in terms of this Schedule treated as the disposal of an asset, and
" di spose' nust be construed accordingly;

"financial instrunment' includes-

(a) a loan, advance, debt, stock, bond, debenture, bill, share,
prom ssory note, banker's acceptance, negotiable certificate of
deposit, deposit with a financial institution, unit in a unit
portfolio, a participatory interest in a portfolio of a collective
i nvest ment schene, or a sinilar instrument;

(b) any repurchase or resal e agreenent, forward purchase arrangenent,
forward sal e arrangenment, futures contract, option contract or swap
contract;

(c) any other contractual right or obligation which derives its val ue
fromthe value of a debt security, equity, commodity, rate index or
a specified index;
(d) any interest-bearing arrangenent; and
(e) any financial arrangement based on or determined with reference to
the tine value of noney or cash flow or the exchange or transfer of
an asset;
"foreign currency’' means any currency which is not |egal tender in the
Republic; 'individual policyholder fund' neans a fund contenplated in
section 29A(4)(b);

"insurer' means an insurer as defined in section 29A(1);

‘net capital gain' nmeans the anpunt to be determined in terns of
par agr aph 8;

'personal -use asset' neans an asset contenplated in paragraph 53;

"pre-val uation date asset' neans an asset acquired prior to valuation
date by a person and which is still held by that person on val uation date;

"primary residence' nmeans a primary residence contenplated in paragraph
44;



"proceeds' neans the ampunt to be determined in terns of Part VI;
'recogni sed exchange' neans-

(a) a stock exchange |licensed under the Stock Exchanges Control Act,
1985 (Act No. 1 of 1985);

(b) a financial exchange |licensed under the Financial Markets Contro
Act, 1989 (Act No. 55 of 1989); or

(c) an exchange in a country other than the Republic which is simlar
to an exchange contenpl ated in paragraph (a) or (b) and which has
been recognised by the Mnister for purposes of this Schedul e by
notice in the Gazette;

‘residence’ neans a residence contenplated in paragraph 44;

"taxabl e capital gain' means the anpunt to be determined in terns of
par agraph 10; 'valuation date' nmeans 1 October 2001

"val ue shifting arrangenent' neans an arrangenent by which a person
retains an interest in a conpany, trust or partnership, but follow ng a
change in the rights or entitlenments of the interests in that conpany,
trust or partnership (other than as a result of a disposal at narket val ue
as determ ned before the application of paragraph 38), the market val ue of
the interest of that person decreases and-

(a) the value of the interest of another person held directly or
indirectly in that conpany, trust or partnership increases; or

(b) anot her person acquires a direct or indirect interest in that
conmpany, trust or partnership.

Appli cation

2. (1) Subject to paragraph 86, this Schedule applies to the disposa
on or after valuation date of-

(a) any asset of a resident; and

(b) the followi ng assets situated in the Republic of a person who is
not a resident, nanely-

(i) i movabl e property held by that person or any interest or
right of whatever nature of that person to or in inmmovable
property; or

(ii) any asset of a pernmnent establishnent of that person
through which a trade is carried on in the Republic during
the rel evant year of assessnent.

(2) For purposes of subparagraph (1)(b)(i), an interest in imobvable
property situated in the Republic includes a direct or indirect interest of
at |l east 20 per cent held by a person (alone or together with any connected
person in relation to that person) in the equity share capital of a conpany
or in any other entity, where 80 per cent or nore of the value of the net
assets of that conpany or other entity, deternined on the market val ue
basis is, at the time of disposal of shares in that conpany or interest in
that other entity, attributable to i mpvable property situated in the
Republi c.

PART 11



Capi t al

TAXABLE CAPI TAL GAI NS AND ASSESSED CAPI TAL LOSSES

gain

3. A person's capital gain for a year of assessnent, in respect of the

di sposal

of an asset -

(a) during that year, is equal to the ampunt by which the proceeds
received or accrued in consequence of that disposal exceed the base
cost of that asset; or

(b)

Capi t al

in a previous year of assessnent, is equal to

(i)

(i)

| oss

so nuch of any anount received by or accrued to that person
during the current year of assessnent, as constitutes part of
the proceeds of that disposal which has not been taken into
account during any year in determning the capital gain or
capital loss in respect of that disposal; or

so much of the base cost of that asset that has been taken
into account in determning the capital gain or capital |oss
in respect of that disposal, as has been recovered or
recouped during the current year of assessnent.

4. A person's capital loss for a year of assessnent in respect of the

di sposal

of an asset -

(a) during that year, is equal to the ampunt by which the base cost of
that asset exceeds the proceeds received or accrued in consequence
of that disposal; or

(b)

Annual

5.
per son

in a previous year of assessnent, is equal to-

(i)

(i)

so much of the proceeds received or accrued in consequence
of the disposal of that asset that have been taken into
account during any year in determning the capital gain or
capital loss in respect of that disposal-

(aa) as that person is no longer entitled to as a result of
the cancellation, term nation or variation of any agreenent,
or due to the prescription or waiver of a claimor a release
froman obligation or any other event during the current year
of assessnent;

(bb) as has becomne irrecoverable during the current year of
assessnment; or

(cc) as has been repaid or has beconme repayabl e during the
current year of assessnent; or

so much of the base cost of that asset that has not been
taken into account during any year in determ ning the capital
gain or capital loss in respect of that disposal, as has been
pai d or has become due and payabl e during the current year of
assessnment .

excl usi on

(1) Subject to subparagraph (2), the annual exclusion of a natura
and a special trust in respect of a year of assessnment is R10 000.



(2) Where a person dies during the year of assessnent, that person's
annual exclusion for that year is R50 000.

Aggregate capital gain

6. A person's aggregate capital gain for a year of assessnent is the
anount by which the sum of that person's capital gains for that year
exceeds the sum of -

(a) that person's capital |osses for that year; and

(b) in the case of a natural person or a special trust, that person's
or trust's annual exclusion for that year.

Aggregate capital |oss

7. A person's aggregate capital loss for a year of assessnent is the
anount by which the sumof a person's capital |osses for the year exceeds
the sum of -

(a) that person's capital gains for that year; and

(b) in the case of a natural person or a special trust, that person's
or trust's annual exclusion for that year.

Net capital gain

8. A person's net capital gain for the year of assessnent is the anpunt
by which that person's aggregate capital gain for that year exceeds that
person's assessed capital |loss for the previous year of assessnent.

Assessed capital |oss

9. A person's assessed capital loss for a year of assessnment, where
that person has-

(a) an aggregate capital gain for that year, is the anpunt by which
that person's assessed capital |oss for the previous year of
assessment exceeds the anpunt of that person's aggregate capital
gain for that year;

(b) an aggregate capital loss for that year, is the sum of that
person's aggregate capital loss for that year and that person's
assessed capital loss for the previous year; or

(c) neither an aggregate capital gain nor an aggregate capital |oss for
that year, is the anmbunt of that person's assessed capital |oss for
the previous year.

Taxabl e capital gain

10. A person's taxable capital gain for the year of assessnment is-

(a) in the case of a natural person or a special trust, 25 per cent;

(b) in the case of an insurer, in respect of its- (i) individual
pol i cyhol der fund, 25 per cent; and (ii) untaxed policyhol der fund,

0 per cent; or

(c) in any other case, 50 per cent, of that person's net capital gain
for that year of assessnent.



PART |11

DI SPOSAL AND ACQUI SI TI ON OF ASSETS

Di sposal s

11.

(1) Subject to subparagraph (2), a disposal is any event, act,

forbearance or operation of law which results in the creation, variation
transfer or extinction of an asset, and includes-

(a)

(b)

(¢)

(d)

(e)

()
(9)

(2)
(a)

(b)

(¢)

(d)

(e)

()

(9)

(h)

the sale, donation, expropriation, conversion, grant, cession
exchange or any other alienation or transfer of ownership of an
asset;

the forfeiture, term nation, redenption, cancellation, surrender,
di scharge, relinquishnment, release, waiver, renunciation, expiry or
abandonnent of an asset;

the scrapping, |loss, or destruction of an asset;

the vesting of an interest in an asset of a trust in a beneficiary;
the distribution of an asset by a conpany to a sharehol der;

the granting, renewal, extension or exercise of an option; or

the decrease in value of a person's interest in a conpany, trust or
partnership as a result of a value shifting arrangenent.

There is no disposal of an asset-

by a person who transfers the asset as security for a debt or by a
creditor who transfers that asset back to that person upon rel ease
of the security;

by a conpany in respect of the issue of a share in the conpany, or
by a conpany in respect of the granting of an option to acquire a
share or debenture in that conpany;

by a unit portfolio in respect of the issue of a unit in that
portfolio, or by a unit portfolio in respect of the granting of an
option to acquire a unit in that unit portfolio;

by a person in respect of the issue of any bond, debenture, note or
ot her borrowi ng of nopney or obtaining of credit from another person

by a trustee in respect of the distribution of an asset of the
trust to a beneficiary who has a vested interest in that asset prior
to distribution;

by a trustee, executor, curator or adm nistrator in respect of a
change in ownership in an asset as a result of the term nation of
the appointnment of a trustee, executor, curator or admnistrator or
t he appoi ntnent of a new trustee, executor, curator or

admi ni strator;

by a person where a disposal is nade to correct an error in the
registration in the deeds registry of imobvable property in that
person's nane; or

by a |l ender to a borrower or by a borrower to a |l ender, where any
mar ket abl e security has been lent by a lender to a borrower in terns
of a 'lending arrangenent' as defined in section 23(1) of the Stanp



Duties Act, 1968 (Act No. 77 of 1968), and another marketable
security of the same kind and of the sanme or equivalent quantity and
quality has been or will be returned by that borrower to that |ender
before the end of the 12 nonth period contenplated in that
definition.

Events treated as disposals and acqui sitions

12. (1) Where an event described in subparagraph (2) occurs, a person
will be treated for the purposes of this Schedul e as having di sposed of an
asset described in that subparagraph for proceeds equal to the market val ue
of the asset at the tine of the event and to have i nmedi ately reacquired
the asset at an expenditure equal to that market val ue.

(2) Subparagraph (1) applies, in the case of-

(a) a person who ceases to be a resident, or a resident who is as a
result of the application of any agreenent entered into by the
Republic for the avoi dance of double taxation treated as not being a
resident, in respect of all assets of that person other than assets
in the Republic listed in paragraph 2(1)(b)(i) and (ii);

(b) an asset of a person who is not a resident, which asset-

(i) beconmes an asset of that person's permanent establishnent
in the Republic otherwi se than by way of acquisition; or

(ii) ceases to be an asset of that person's permanent
establishment in the Republic otherwise than by way of a
di sposal contenplated in paragraph 11;

(c) assets that are held by a person otherwi se than as trading stock
when they conmence to be held by that person as tradi ng stock;

(d) an asset which ceases to be held by a person as a personal -use
asset otherwi se than by way of a disposal contenplated in paragraph
11;

(e) an asset which is held by a person otherwi se than as a personal -use
asset, when that asset commences to be held by that person as a
personal -use asset; or

(f) an asset transferred by an insurer contenplated in section 29A from
one fund contenplated in section 29A(4) to any other such fund.

(3) Where assets that are held by a person as trading stock cease to be
hel d by that person as trading stock, otherwi se than by way of a di sposa
contenplated in paragraph 11, that person will be treated as having
di sposed of those assets for a consideration equal to the anmount included
in that person's inconme in terns of section 22(8) and to have inmediately
reacquired those assets for a cost equal to that ampunt.

(4) A person who conmences to be a resident nust, subject to paragraph
24, be treated as having di sposed of each of that person's assets, other
than assets in the Republic listed in paragraph 2(1)(b)(i) and (ii), and as
havi ng acquired each of those assets at a cost equal to the market val ue of
each of those assets.

(5) Where a debt owed by a person to a creditor has been reduced or
di scharged by that creditor without full consideration for that reduction
or discharge, that person will be treated as having-

(a) acquired a claimto so much of that debt as was reduced or



di scharged for no consideration, which claimshall have a base cost
of nil; and

(b) disposed of that claimfor proceeds equal to that reduction or
di schar ge

Ti me of disposal
13. (1) The time of disposal of an asset in consequence of -

(a) a change of ownership fromone person to another because of an
event, act, forbearance or by operation of lawis, in the case of-

(i) an agreenent subject to a suspensive condition, the date on
which the condition is satisfied;

(ii) any agreenent which is not subject to a suspensive
condition, the date on which the agreenment is concl uded,;

(i) a donation of an asset, the date of conpliance with al
|l egal requirenents for a valid donation

(iv) the expropriation of an asset, the date on which the person
receives the full conpensation agreed to or finally
deternmi ned by a conpetent tribunal or court;

(v) the conversion of an asset, the date on which that asset is
converted;
(vi) the granting, renewal or extension of an option, the date

on which the option is granted, renewed or extended,;

(vii) the exercise of an option, the date on which the option is
exerci sed;

(viii) the term nation of an option granted by a conmpany to a
person to acquire a share, unit or debenture of that conpany,
the date on which that option tern nates; or

(ix) any other case, the date of change of ownership;

(b) the extinction of an asset including by way of forfeiture,
term nation, redenption, cancellation, surrender, discharge,
relinquishment, rel ease, waiver, renunciation, expiry or
abandonnent, the date of the extinction of the asset;

(c) the scrapping, |oss or destruction of an asset is the date-

(i) when the full conpensation in respect of that scrapping,
| oss or destruction is received; or

(ii) if no conpensation is payable, the later of the date when
the scrapping, loss or destruction is discovered or the date
on which it is established that no conpensation will be
payabl e;

(d) the vesting of an interest in an asset of a trust in a beneficiary,
is the date on which that interest vests;

(e) the distribution of an asset by a conpany to a shareholder, is the
date on which that asset is so distributed as contenplated in
par agr aph 75;



(f) the decrease of a person's interest in a conpany, trust or
partnership as a result of a value shifting arrangenent, is the date
on which the value of that person's interest decreases; or

(g) an event contenplated in-

(i) paragraph 12(2)(a), (b), (c), (d) or (e), paragraph 12(3)

or 12(4), is the date imediately before the day that the
event occurs; or

(ii) paragraph 12(2)(f) or 12(5), is the date that that event
occurs.

(2) A person to whom an asset is disposed of is treated as having
acquired that asset at the time of disposal of that asset as contenplated
i n subparagraph (1).

Di sposal by spouse nmarried in comrunity of property

14. For the purposes of this Schedule, in the case of spouses married
in community of property, where any property is disposed of by one of the
spouses and that property-

(a) falls within the joint estate of the spouses, that disposal is
treated as having been made in equal shares by each spouse; and

(b) was excluded fromthe joint estate of the spouses, that disposal is
treated as having been nade solely by the spouse nmeking the
di sposal
PART |V
LI M TATI ON OF LOSSES
Personal -use aircraft, boats and certain rights and interests
15. A capital loss in respect of the follow ng assets of a person nust
be disregarded in determining the aggregate capital gain or aggregate
capital loss of a person, to the extent that the assets are used for
pur poses other than the carrying on of a trade:
(a) An aircraft with an enpty nass exceedi ng 450 kg;

(b) a boat exceeding ten nmetres in |ength;

(c) any fiduciary, usufructuary or other simlar interest, the val ue of
whi ch decreases over tineg;

(d) any |l ease of imovable property; or

(e) any right or interest of whatever nature to or in an asset
contenplated in itenms (a), (b), (c) or (d).

I ntangi bl e assets acquired prior to valuation date

16. (1) A person nust, in determning the aggregate capital gain or
aggregate capital |oss of that person, disregard any capital |oss
determ ned in respect of the disposal of an intangible asset acquired prior
to val uation date-

(a) froma connected person in relation to that person; or

(b) which was associated with a business taken over by that person or



(2)
(a)
(b)

(¢)

(d)

any connected person in relation to that person

For the purposes of subparagraph (1), 'intangi ble asset' neans-
goodwi | | ;
any patent as defined in the Patents Act, 1978 (Act No. 57 of

1978), or any design as defined in the Designs Act, 1993 (Act No.
195 of 1993), or any trade mark as defined in the Trade Marks Act,
1993 (Act No. 194 of 1993), or any copyright as defined in the
Copyright Act, 1978 (Act No. 98 of 1978), any rights recogni sed
under the Plant Breeders' Rights Act, 1996 (Act No. 15 of 1996), or
any nmodel, pattern, plan, formula or process or any other property
or right of a simlar nature;

any intellectual property right or property or right of a simlar
nature in respect of which a proprietary interest nmay be established
in terms of the comon | aw of the Republic of South Africa, or

any other intangible property except any financial instrunment.

Forfeited deposits

17.

(a)

(b)

(2)

(a)

(b)

(¢)
(d)

(1) Where-

a person has made a deposit for the purpose of acquiring an asset
which is not intended for use wholly and exclusively for business
pur poses, and

that deposit has been forfeited, the capital |oss determned in
respect of that forfeiture nust be disregarded when deternining that
person's aggregate capital gain or aggregate capital |oss.

Subpar agraph (1) does not apply in respect of-

a coin made mainly fromgold or plati num of which the market val ue
is minly attributable to the material fromwhich it is mnted or
cast;

i mmovabl e property, other than inmovable property intended to be
the primary residence of that person

a financial instrunment; or

any right or interest in any asset contenplated in items (a), (b)
or (c).

Di sposal of options

18.

(a)

(b)

(2)
(a)

(1) Where a person who is entitled to exercise an option-

to acquire an asset not intended for use wholly and exclusively for
busi ness purposes; or

to di spose of an asset not used wholly and exclusively for business
pur poses, has abandoned that option, allowed that option to expire,
or in any other manner disposed of that option other than by way of
the exercise thereof, any capital |oss of that person determined in
respect of that expiry shall be disregarded.

Subpar agraph (1) does not apply in respect of-

a coin made mainly fromgold or plati num of which the market val ue



is minly attributable to the material fromwhich it is minted or
cast;

(b) irmovabl e property, other than inmovable property-

(i) in the case of subparagraph (1)(a), which is intended to be
the primary residence of the person entitled to exercise the
option; or

(ii) in the case of subparagraph (1)(b), is the primary

resi dence of the person entitled to exercise the option
(c) a financial instrument; or

(d) any right or interest in those assets contenplated in itens (a),
(b) and (c).

Losses on the disposal of certain shares

19. (1) Where a person disposes of a share in a conpany within two
years after the acquisition by that person of that share, that person nust
disregard any capital loss resulting fromthe disposal to the extent of any
extraordi nary dividends received by or accrued to that person in respect of
that share within that period.

(2) The provisions of subparagraph (1) shall not apply to the extent
that dividends were received by or accrued to a hol di ng conpany or an
i nternedi ate conpany with respect to the conpany distributing the
di vi dends.

(3) For the purposes of this paragraph-

(a) the period of two years does not include any days during which the
person di sposing of a share-

(i) has an option to sell, is under a contractual obligation to
sell, or has made (and not closed) a short sale of,
substantially simlar financial instrunments;

(ii) is the grantor of an option to buy substantially simlar
financial instrunents; or

(iii) has ot herwi se di m nished risk of loss with respect to that
share by hol ding one or nore contrary positions with respect
to substantially simlar financial instruments;

(b) "dividend' neans any dividend as defined in section 1, but excludes-

(i) any foreign dividend as defined in section 9E, that has
been included in the incone of the person disposing of the
share and any foreign dividend which is exenpt fromtax in
terms of section 9E(7)(e)(i);

(ii) any dividend declared by a conpany contenplated in
paragraph (e) of the definition of conpany; and

(iii) any dividend contenplated in section 11(s);

(c) '"extraordinary dividends' neans so much of any dividends received
or accrued within the period of two years contenplated in
subparagraph (1), as exceed 15 per cent of the proceeds received or
accrued fromthe disposal of the share; and



(d) '"holding conpany' and 'internediary conmpany' neans a 'hol ding
conpany' and 'internediary conpany' as defined in section 64B of
this Act.

PART V
BASE COST
Base cost of asset
20. (1) Despite section 23(b) and (f), but subject to paragraphs 24 and
25 and subparagraphs (2) and (3), the base cost of an asset acquired by a

person is the sum of -

(a) the expenditure actually incurred in respect of the cost of
acquisition or creation of that asset;

(b) the expenditure actually incurred in respect of the valuation of
the asset for the purpose of determning a capital gain or capita
Il oss in respect of the asset;

(c) the followi ng anmbunts actually incurred as expenditure directly
related to the acquisition or disposal of that asset nanely-

(i) the renuneration of a surveyor, valuer, auctioneer,
accountant, broker, agent, consultant or |egal advisor, for
services rendered;

(ii) transfer costs;

(iii) stanp duty, transfer duty or simlar duty;

(iv) advertising costs to find a seller or to find a buyer;
(v) the cost of noving that asset fromone | ocation to another
(vi) the cost of installation of that asset, including the cost

of foundations and supporting structures;

(vii) despite section 23(d), in the case of a disposal of an
asset by a person by way of a donation as contenplated in
paragraph 38, so nmuch of any donations tax payable by that
person in respect of that donation, as deternmined in
accordance with paragraph 22;

(viii) if that person acquired that asset by way of a donation and
the donations tax levied in respect of that donation was paid
by that person, so nuch of the donations tax which bears to
the full anpbunt of the donations tax so payabl e the sane
ratio as the capital gain of the donor determined in respect
of that donation, bears to the market value of that asset on
the date of that donation; and

(ix) if that asset was acquired by the exercise of an option
(other than the exercise of an option contenplated in item
(f)), the expenditure actually incurred in respect of the
acqui sition of the option;

(d) the expenditure actually incurred for purposes of establishing,
maei ntai ning or defending a legal title to or right in that asset;

(e) the expenditure actually incurred in effecting an inprovenent to or
enhancenent of the value of that asset, if that inprovenment or



enhancenent is till reflected in the state or nature of that asset
at the tine of its disposal

(f) if that asset was acquired by the exercise after valuation date of
an option acquired prior to the valuation date, the valuation date
val ue of that option, which value nust be treated to be expenditure
actually incurred in respect of that asset on valuation date for the
pur poses of this Part;

(g) the followi ng amobunts actually incurred as expenditure directly
related to the cost of ownership of that asset, which is used wholly
and exclusively for business purposes or which constitutes a share
listed on a recogni sed stock exchange or an interest in a unit

portfolio-

(i) the cost of nmintaining, repairing, protecting or insuring
t hat asset;

(ii) where the asset is imovable property, rates or taxes on

that property; and

(iii) interest as contenplated in section 24J on noney borrowed
to finance directly the expenditure contenplated in items (a)
or (e) in respect of that asset (including noney borrowed to
refinance those borrow ngs):

Provided that if that asset constitutes a share listed on a
recogni sed stock exchange or an interest in a unit portfolio,
the expenditure in respect of that asset nust for the

pur poses of this subparagraph be reduced by two-thirds;

(h) in the case of-

(i) a marketabl e security, any gain in respect of that
acquisition that was included in that person's incone in
terns of section 8A, as has not otherw se been included in
the cost of that acquisition

(ii) any other asset, so nuch of an anpunt in respect of that
acqui sition that has been included in that person's incone in
ternms of section 8(5), or is included in that person's gross
incone in terns of paragraph (i) of the definition of 'gross
income' in section 1, as has not otherw se been included in
the cost of that acquisition

(i) an interest in a controlled foreign entity as defined in
section 9D, the proportional anpunt of the net incone of that
entity which was included in the incone of that person in
terns of section 9D during any year of assessnent, |less the
anount of any foreign dividend distributed by that entity to
that person during any year of assessnent which was exenpt
fromtax in terms of section 9E(7)(e)(i); or

(iv) a value shifting arrangenent, an amount determned in
accordance with paragraph 23, which nmust for the purposes of
this Part be treated as expenditure incurred in respect of
the acquisition of that asset.

(2) The base cost of an asset acquired by a person does not include any
of the follow ng anpunts-

(a) borrowing costs, including any interest as contenplated in section
24J or raising fees; and



(b) expenditure on repairs, maintenance, protection, insurance, rates
and taxes, or simlar expenditure, other than borrow ng costs and
expendi ture contenplated in subparagraph (1)(g).

(3) The base cost of an asset acquired by a person nust be reduced by
any anount which has been included in terns of subparagraphs (1) and (2),
and whi ch-

(a) is or was allowabl e as a deduction in deternm ning the taxable
i ncome of that person before the inclusion of any taxable capita
gai n;

(b) has for any reason been recovered or beconme recoverable fromor has
been paid by any other person (whether prior to or after the
i ncurral of the expense to which it relates);

(c) has not been paid and is not due and payable in a year of
assessnent ;

Limtation of expenditure

21. (1) Where, but for the provisions of this subparagraph, an anount
qualifies or has qualified as an all owabl e expenditure or may otherw se be
taken into account in deternmining a capital gain or capital |oss under nore
than one provision of this Schedul e, that anount or portion thereof, shal
not be allowed as expenditure or be taken into account nore than once in
determ ning that capital gain or capital |oss.

(2) No expenditure shall be allowed under paragraph 20(1)(a) or (e)
where any amount of that expenditure is allowable under any other provision
of this Schedul e, despite that that other provision inposes any limtation
on the ampunt of the expenditure.

Anmpunt of donations tax to be included in base cost
22. The anpunt of the donations tax payable by a person in respect of

the disposal of an asset which nay be taken into account in terns of
par agraph 20(1)(c)(vii) nust be determ ned in accordance with the fornula-

wher e-
(a) 'Y represents the anpbunt to be determ ned;

(b) "M represents the market val ue of the asset donated in respect of
whi ch the donations tax is payable;

(c) "A represents all anpunts allowed to be taken into account in
determ ning the base cost of the asset in terms of this Part (other
t han paragraph 20(1)(c)(vii)); and

(d) "D represents the total anpunt of donations tax so payabl e:
Provi ded that where the anpunt included in '"A is greater than the
amount included in 'M, the anmount of donations tax to be taken into
account in terns of paragraph 20(1)(c)(vii) shall be nil.

Base cost in respect of value shifting arrangenment



23. In the case of a disposal by way of a value shifting arrangenent-

(a) the base cost of a person's interest to which paragraph 11(1)(g)
applies, is determned in accordance with the fornul a-

(A- 0O
Y= --ccecnn-- X B
A

wher e-
(i) "Y' represents the anpbunt to be deterni ned;
(ii) "A" is the narket value of that person's interests

i medi ately prior to the disposal
(iii) "B'" is the person's base cost in the interests cal cul ated

i medi ately prior to the disposal; and
(iv) "C is the market value of that person's interests

i medi ately after the disposal
(b) the base cost of a person-

(i) whose interests increased in value as a result of a value
shifting arrangenent contenplated in subparagraph (a) is
i ncreased by that proportion of the proceeds on di sposa
contenpl ated in paragraph 35(2) in respect of the value
shifting arrangement which resulted in the increase in market
val ue of that person's interest; or

(ii) who acquires a direct or indirect interest in the conpany,
trust or partnership, is that proportion of the proceeds of
di sposal contenplated in paragraph 35(2) in respect of the
val ue shifting arrangenment which resulted in the acquisition
of that interest.

Base cost of asset of a person who beconmes a resident

24. (1) The base cost of an asset, other than an asset situated in the
Republic listed in paragraph 2(1)(b)(i) and (ii), acquired before a person
became a resident is the sumof the value of that asset deternmined in terns
of subparagraphs (2) or (3) and the expenditure allowable in terns of
paragraph 20 incurred after the valuation date in respect of that asset.

(2) Where an asset of a person who becones a resident as contenpl ated
i n paragraph 12(4), has been di sposed of by a person after the date on
whi ch that person commenced to be a resident and the proceeds fromthat
di sposal and the expenditure allowable in terns of paragraph 20 incurred
prior to that date in respect of that asset are each |ower than the narket
val ue of that asset as at that date, that person nust be treated as having
acquired that asset at a cost equal to the higher of-

(a) the expenditure allowable in terns of paragraph 20 incurred in
respect of that asset prior to that date; or

(b) those proceeds | ess the expenditure allowable in terns of paragraph
20 incurred after that date in respect of that asset.

(3) Where an asset contenplated in paragraph 12(4) has been di sposed of
by a person after the date on which that person commenced to be a resident
and the proceeds fromthe disposal of that asset and the market val ue of
that asset as at the date on which that person commenced to be a resident
are each lower than the expenditure allowable in ternms of paragraph 20



incurred prior to that date in respect of that asset, that person nmust be
treated as having acquired that asset at a cost equal to the higher of-

(a) that nmarket val ue; or

(b) those proceeds | ess the expenditure allowable in terns of paragraph
20 incurred after that date in respect of that asset.

Det erm nati on of base cost of pre-valuation date assets

25. The base cost of a pre-valuation date asset is the sum of the
val uation date value of that asset, as determned in terns of paragraph 26
or 27, and the expenditure allowable in terns of paragraph 20 incurred
after the valuation date in respect of that asset.

Val uati on date val ue where proceeds exceed expenditure or where expenditure
in respect of an asset cannot be determ ned

26. (1) Subject to paragraph 32(5), where the proceeds fromthe
di sposal of a pre-valuation date asset (other than an asset contenplated in
par agr aph 28) exceed the expenditure allowable in terns of paragraph 20
incurred both before and after the valuation date in respect of that asset,
the person who di sposed of that asset nmust, subject to subparagraph (3),
adopt any of the following as the valuation date val ue of that asset-

(a) the market value of the asset on the valuation date as contenpl ated
i n paragraph 29;

(b) 20 per cent of the proceeds from disposal of the asset, after
deducting fromthose proceeds an anbunt equal to the expenditure
allowable in terns of paragraph 20 incurred after the valuation
date; or

(c) the tinme-apportionment base cost of the asset as contenplated in
par agr aph 30.

(2) Where the expenditure incurred before valuation date in respect of
a pre-valuation date asset cannot be determ ned by the person who di sposed
of that asset or the Commi ssioner, that person nust adopt any of the
followi ng as the valuation date value of that asset-

(a) the market value of the asset on the valuation date as contenpl ated
i n paragraph 29; or

(b) 20 per cent of the proceeds from di sposal of the asset, after
deducting fromthose proceeds an anpunt equal to the expenditure
allowable in terns of paragraph 20 incurred after the valuation
dat e.

(3) Where a person has adopted the market val ue as the valuation date
val ue of that asset as contenplated in subparagraph (1)(a) and the proceeds
fromthe disposal of that asset do not exceed that market val ue, that
person nust substitute the higher of the follow ng as the valuation date
val ue of that asset-

(a) the expenditure allowable in terns of paragraph 20 incurred before
the valuation date in respect of that asset; or

(b) those proceeds | ess the expenditure allowable in terns of paragraph
20 incurred after the valuation date in respect of that asset.

Val uati on date val ue where proceeds do not exceed expenditure



27. (1) Subject to paragraph 32(5), where the proceeds fromthe
di sposal of a pre-valuation date asset (other than an asset contenplated in
par agraph 28) do not exceed the expenditure allowable in ternms of paragraph
20 incurred before and after the valuation date in respect of that asset,
and the person who disposed of the asset-

(a) did not deternmine the market value on the valuation date, as
contenpl ated in paragraph 29, the valuation date value of that asset
is the tine-apportionment base cost of that asset as contenplated in
par agr aph 30;

(b) deternmined the market val ue of the asset on the valuation date, as
contenplated in paragraph 29, that person nust, subject to
subpar agraph (2), adopt as the valuation date value of that asset,
the | ower of -

(i) that market val ue; or

(ii) the tine-apportionment base cost of that asset as
contenpl ated in paragraph 30.

(2) Where the expenditure allowable in terns of paragraph 20 incurred
before the valuation date in respect of an asset contenplated in
subpar agraph (1), exceeds each of the proceeds fromthe disposal of that
asset and the nmarket value of that asset on valuation date, that person
nmust adopt the valuation date value of the asset as the higher of-

(a) the market value; or

(b) those proceeds | ess the expenditure allowable in terns of paragraph
20 incurred after the valuation date in respect of that asset.

Val uati on date val ue of an instrunent

28. The valuation date value of an instrunment as defined in section 24J
nmust be-

(a) the adjusted initial anmpbunt as deternmined in terns of that section
on val uation date; or

(b) market value of that instrunent determned in terns of paragraph
31.

Mar ket val ue on valuation date
29. (1) The market value on the valuation date of-

(a) a financial instrunent listed on a recogni sed exchange and for
which a price was quoted on that exchange both before and after the
val uation date is, subject to subparagraph (2), in the case of a
financial instrument |isted on an exchange-

(i) in the Republic, the price published by the Comm ssioner in
the Gazette, which is the average of the last price quoted in
respect of that financial instrument on the recognised
exchange on each of the five days of trading preceding the
val uation date; and

(ii) outside the Republic and which is not listed on any
exchange in the Republic, the last price quoted in respect of
that financial instrument on that recogni sed exchange on the
| ast tradi ng day before valuation date



(b) an asset which is not listed on a recogni sed exchange and which
constitutes a right of a unit hol der in-

(i) any conpany contenplated in paragraph (e)(i) of the
definition of 'conpany' in section 1 of the Act, or any unit
portfolio conprised in any unit trust schene in property
shares carried on in the Republic, the price published by the
Conmi ssioner in the Gazette, which is the average of the
price at which a unit could be sold to the managenent conpany
of the scheme for the last five trading days before val uation
date; or

(ii) any arrangenent or schene contenplated in paragraph (e)(ii)
of the definition of 'conpany', the last price published
before valuation date at which a unit could be sold to the
managenent conpany of the schene or where there is not a
managenent conpany the price which could have been obtai ned
upon a sale of the asset between a willing buyer and a
willing seller dealing at armis length in an open market;

(c) any other asset, the market value determined in terns of paragraph
31 on val uation date.

(2) Where-

(a) a person holds a controlling interest in a conpany the shares of
which are listed on a recogni sed exchange, and that entire
controlling interest is disposed of to another person (who is not a
connected person in relation to that person), who acquires that
entire controlling interest; and

(b) the price per share for which that controlling interest has been so
di sposed of deviates fromthe last price quoted in respect of that
share on the date prior to the announcenent of the transaction

the val uation date market value of that share so disposed of, as
determned in terns of subparagraph (1)(a), nust be increased or
decreased, as the case may be, by an anmpunt which bears to that nmarket
val ue the sanme ratio as the anpbunt of the deviation bears to that I|ast
price so quoted.

(3) For the purposes of this paragraph-

(a) the last price quoted for a specific day neans the average of the
buying and selling prices quoted at close of business on that day;
and

(b) '"controlling interest' in a conpany, nmeans an interest in nmore than
50 per cent of the equity share capital of that conpany.

(4) For the purposes of paragraphs 26(1)(a) and 27(1)(b), a person nay
only adopt the market value as the valuation date value of that asset if
that person has valued that asset within two years after valuation date.

(5) Despite subparagraph (4), where a person has val ued an asset and-

(a) the nmarket value of that asset exceeds R10 million

(b) that asset is an intangi ble asset (excluding financial instrunents)
and the market val ue thereof exceeds RL million, or

(c) that asset is an unlisted share in a conpany and the narket val ue
of all the shares held by that person in that conpany exceeds R10



mllion, at person nmay only adopt the market value as the valuation
date value of that asset if at person has furnished proof of that
val uation to the Commi ssioner in the formas the Conm ssioner nmay
prescribe, with the first return submtted by that person after the
period contenplated in subparagraph (4).

(6) Where a person di sposes of -

(a) an asset contenpl ated in subparagraph (5)(a), (b) or (c) which has
been val ued before proof of valuation is subnmtted as contenpl ated
in that subparagraph; or

(b) any other asset which has been val ued,

that person nust subnmit proof of that valuation with the return for the
year of assessnent during which that asset was disposed of.

(7) The Commi ssioner may, notw thstandi ng any proof of valuation
submitted by a person to the Comm ssioner as contenpl ated in subparagraph
(5) or (6)-

(a) request any such further information or docunments relating to that
val uation; or

(b) where the Comnissioner is not satisfied with any val ue at which an
asset has been val ued, the Conm ssioner may adjust the val ue
accordi ngly.

(8) The period contenplated in subparagraph (4) may be extended by the
M ni ster by notice in the Gazette.

Ti me- apportionnent base cost

30. (1) The tine-apportionnent base cost of a pre-valuation date asset
is determned in accordance with the fornul a-

B+ (P- B x N

wher e-
(a) 'Y represents the anpunt to be determ ned,;

(b) "B represents the anpunt of expenditure allowable in terns of
paragraph 20 in respect of that asset that is attributable to the
period of ownership before val uation date;

(c) "P' represents the proceeds as deternmned in terns of paragraph 35,
i n consequence of the disposal of that asset, or where subparagraph
(2) applies, the ampunt of proceeds attributable to the expenditure
in'B as deternmined in accordance with subparagraph (2);

(d) "N represents the number of years or part thereof the asset was
owned prior to the valuation date, which nunber of years may not
exceed 20 in the case where the expenditure allowable in terns of
paragraph 20 in respect of that asset was incurred in nore than one
year of assessnment prior to the valuation date;

(e) 'T" represents the nunber of years or part thereof the asset was
owned after valuation date.

(2) Where the total ampunt of expenditure allowable in terms of



paragraph 20 in respect of a pre-valuation date asset was incurred in nore
than one year of assessnent, the proceeds to be used in the determ nation

of the

time apportionnent base cost of the asset nust be determined in

accordance with the fornmnul a-

Tx B
P=-------
(A + B)

wher e-

(a) '"P'" represents the anpbunt to be determ ned;

(b) '"T" represents the total anpbunt of proceeds as determined in terns
of paragraph 35 in consequence of the disposal of the pre-valuation
date asset;

(c) "A represents the anpunt of expenditure allowable in terns of
paragraph 20 in respect of the asset that is incurred on or after
val uation date;

(d) "B represents the anpunt of expenditure allowable in terns of
paragraph 20 in respect of that asset that is incurred before
val uation date.

Mar ket val ue

31. (1) The market val ue of -

(a) an asset which is a financial instrunment |isted on a recognised
exchange and for which a price was quoted on that exchange, is the
average of the buying and selling prices in respect of that
financial instrunment on that recogni sed exchange quoted at cl ose of
busi ness on the last tradi ng day before disposal of that financial
i nstrument;

(b) an asset which is a long-terminsurance policy, being a policy as
defined in section 1 of the Long-term I nsurance Act, 1998 (Act No.
52 of 1998), the greater of-

(i) the amobunt which woul d be payable to the policyhol der upon
the surrender of that policy on that day; or

(ii) the amount which according to the insurer is the fair
mar ket val ue of that policy should it run its remaining
policy termas determ ned on that day;

(c) an asset which is not |listed on a recogni sed exchange which
constitutes a right of a unit holder in-

(i) any conpany contenplated in paragraph (e)(i) of the
definition of 'conmpany' in section 1 of the Act, or any unit
portfolio conprised in any unit trust schene in property
shares carried on in the Republic, the price at which a unit
can be sold to the managenent conpany of the schene on the
date of disposal; or

(ii) any arrangenment or schenme contenplated in paragraph (e)(ii)

of the definition of 'conpany', the price at which a unit can
be sold to the nanagenent conpany of the schenme on the date
of disposal or where there is not a managenent conpany the
price which could have been obtai ned upon a sale of the asset
between a willing buyer and a willing seller dealing at arm s



I ength in an open market;

(d) a fiduciary, usufructuary or other simlar interest in any
property, an ampunt determ ned by capitalizing at 12 per cent the
annual value of the right of enjoyment of the property subject to
that fiduciary, usufructuary or other like interest, as determ ned
in ternms of subparagraph (2), over the expectation of life of the
person entitled to that interest, or if that right of enjoynment is
to be held for a |l esser period than the Iife of that person, over
that | esser period,

(e) any property which is subject to a fiduciary, usufructuary or other
simlar interest in favour of any person, the anpbunt by which the
fair market value of the full ownership of that property exceeds the
val ue of that fiduciary, usufructuary or other like interest
deternmined in accordance with item (d);

(f) in the case of any asset which constitutes i movable property on
whi ch a bona fide farm ng undertaking is being carried on, subject
to subparagraph (4), either-

(i) the val ue of that property determ ned as contenplated in
paragraph (b) of the definition of 'fair market value' in
section 1 of the Estate Duty Act, 1955 (Act No. 45 of 1955);
or

(ii) the price contenplated in item(g);

(g) any other asset, the price which could have been obtai ned upon a
sale of the asset between a willing buyer and a willing seller
dealing at armis length in an open narket.

(2) For purposes of subparagraph (1)(d), the annual value of the right
of enjoyment of any property which is subject to any fiduciary,
usufructuary or other like interest, means an amount equal to 12 per cent
of the fair market value of the full ownership of the property: Provided
that where the Commi ssioner is satisfied that the property which is subject
to that interest could not reasonably be expected to produce an annua
yield equal to 12 per cent on that value of the property, the Conm ssioner
may fix such sumas representing the annual yield as nay seemto himto be
reasonabl e, and the sumso fixed nust for the purposes of subparagraph
(1)(d) be treated as being the annual value of the right of enjoynent of
that property.

(3) The market value of any shares of a person in a conmpany not listed
on a recogni sed exchange nust be determ ned at a value equal to the price
whi ch coul d have been obtai ned upon a sale of the share between a willing
buyer and a willing seller dealing at arms Iength in an open market
subject to the follow ng-

(a) no regard shall be had to any provision-

(i) restricting the transferability of the shares therein, and
it shall be assumed that those shares were freely
transferable; or

(ii) whereby or "hereunder the value of the shares is to be
det er m ned;

(b) if upon the winding-up of the conpany that person would have been
entitled to share in the assets of the conpany to a greater extent
pro rata to sharehol di ng than other sharehol ders, the value of the
shares held by that sharehol der nmust not be | ess than the anount to



whi ch that sharehol der woul d have been so entitled if the conpany
had been in the course of wi nding-up and the said anpunt had been
deternm ned as at val uation date.

(4) The val ue contenplated in subparagraph (1)(f)(i) nay only be used
on the death of a person or when the i movabl e property is disposed of by
way of donation or non-armis length transaction, if-

(a) that value was used for the purposes of paragraph 26 or 27; or

(b) the person acquired the i movable property by way of donation or
i nheritance or non-arns length transaction at that val ue.

Base cost of identical assets

32. (1) This paragraph applies to the disposal of assets which form
part of a holding of identical assets.

(2) For the purposes of this paragraph "identical assets" nmeans a group
of simlar assets which-

(a) if any one of them were disposed of, would realise the sane anount
regardl ess of which of them was so disposed of; and

(b) are not able to be individually distinguished apart from any
i dentifying nunbers which they may bear

(3) The base cost of identical assets may be determ ned by using one of
the foll ow ng nethods-

(a) specific identification;
(b) first in first out; or
(c) weighted average.

(4) I'n applying the weighted average nethod, the average cost of
identical assets shall be calculated after each acquisition of an asset by
adding the cost of newWy acquired assets to the base cost of the assets
on hand and dividing that ampunt by the new total nunber of assets.

(5) A person nay not adopt the tinme apportionnent base cost of an asset
where the wei ghted average nethod of determ ning the base cost of that
asset is used.

(6) Once a person has adopted one of the nmethods specified in
subparagraph (3) in 3 respect of a holding of identical assets, that nethod
must be used until all those identical assets have been disposed of.

Part - di sposal s

33. (1) Subject to subparagraphs (2) and (3), where part of an asset is
di sposed of, the proportion of the base cost attributable to the part
di sposed of is an amobunt which bears to the base cost of the entire
asset the sane proportion as the market value of the part disposed of bears
to the market value of the entire asset inmediately prior to that disposal

(2) Where a part of the base cost of an asset can be directly
attributed to the part of the asset that is disposed of or retained then
the apportionment contenplated in subparagraph (1) does not apply in
respect of that part of the base cost.

(3) For the purposes of subparagraph (1), the granting of an option in



respect of an asset nust not be treated as a part-disposal of that asset.
Debt substitution

34. \Were a person reduces or discharges a debt owed by that person to
a creditor by 45 disposing of an asset to that creditor, that asset nust be
treated as having been acquired by the creditor at a cost equal to the
mar ket val ue of that asset at the tine of that disposal

PART VI
PROCEEDS
Proceeds from di sposa

35. (1) Subject to subparagraphs (2), (3) and (4), the proceeds from
the di sposal of an asset by a person are equal to the anmount received by or
accrued to, or which is treated as having been received by, or accrued to
or in favour of, that person in consequence of that disposal, and includes-

(a) the anpbunt by which any debt owed by that person has been reduced
or discharged; and

(b) any anpunt received by or accrued to a |l essee fromthe | essor of
property for inprovenents effected to that property.

(2) The anpunt of the proceeds from a disposal by way of a val ue
shifting arrangenent is determned as the nmarket value of the person's
interests to which subparagraph 11(1)(g) applies imediately prior to the
di sposal | ess the market value of the person's interests immediately after
the di sposal, which ambunt shall be treated as having been received or
accrued to that person.

(3) The proceeds fromthe disposal of an asset by a person, as
contenpl ated i n subparagraph (1) nust be reduced by-

(a) any anount of the proceeds that nust be or was included in the
gross incone of that person or that nust be or was taken into
account when determ ning the taxable incone of that person before
the inclusion of any taxable capital gain;

(b) any anpunt of the proceeds that has been repaid or has becone
repayable to the person to whomthat asset was di sposed of; or

(c) any reduction, as the result of the cancellation, term nation or
variation of an agreenent or due to the prescription or waiver of a
claimor release froman obligation or any other event, of an
accrued ampunt fornming part of the proceeds of that disposal

(4) Where during any year of assessment a person has becone entitled to
any anount which is payable on a date or dates falling after the |ast day
of that year, that anobunt nust be treated as having accrued to that person
during that year.

Di sposal of partnership asset

36. The proceeds fromthe disposal of a partner's interest in an asset
of the partnership nust be treated as having accrued to that partner at the
time of that disposal

Assets of trust and conpany

37. (1) Where-



(a) an asset contenpl ated in paragraph 15 which is not used for
pur poses of carrying on a trade or an asset which, if owned by a
natural person, would be a personal -use asset as contenplated in
paragraph 53, is owned by a trust or a conmpany any interest in which
or any shares of which are held directly or indirectly by a natura
person;

(b) there is a decrease in the market value of that asset while held by
that trust or conpany after that person acquired an interest in that
trust or conpany; and

(c) any interest in that trust or that conpany is thereafter disposed
of by a person, that person nust be treated as having di sposed of
that interest for proceeds equal to the market val ue of that
interest, deternmined on the date of disposal, as if the market val ue
of that asset had not decreased.

(2) Subparagraph (1) does not apply where nore than 50 per cent of the
assets of the trust or conpany consist of assets used wholly and
exclusively for trading purposes.

Di sposal by way of donation, consideration not measurable in nobney and
transacti ons between connected persons not at an arm s length price

38. Subject to paragraph 67, where a person disposed of an asset by
means of a donation or for a consideration not neasurable in noney or to a
person who is a connected person in relation to that person for a
consi deration which does not reflect an arms length price-

(a) the person who di sposed of that asset nust be treated as having
di sposed of that asset for proceeds equal to the market val ue of
that asset as at the date of that disposal; and

(b) the person who acquired that asset nust be treated as having
acquired that asset at a cost equal to that market val ue.

Capital losses determined in respect of disposals to certain connected
per sons

39. (1) A person nust, when determ ning the aggregate capital gain or
aggregate capital |oss of that person, disregard any capital |oss
deternmned in respect of the disposal of an asset to any connected person
inrelation to that person, subject to subparagraph (3).

(2) A person's capital loss which is disregarded in terms of
subpar agraph (1) nay be deducted fromthat person's capital gains
determ ned in respect of disposals of assets during that year or subsequent
years to the same person to whomthe disposal giving rise to that capital
|l oss was nade, if at the tinme of those subsequent disposals, that person is
still a connected person in relation to that person

(3) For the purposes of this paragraph, a connected person in relation
to a natural person does not include a relative of that person other than a
spouse, parent, child, stepchild, brother, sister, grandchild or
grandparent of that person.
Di sposal to and from deceased estate

40. (1) A deceased person nust be treated as having di sposed of his or
her assets, other than-

(a) assets transferred to the surviving spouse of that deceased person



as contenpl ated in paragraph 67(2)(a);

(b) assets bequeathed to an approved public benefit organisation as
contenplated in paragraph 62; or

(c) a long-terminsurance policy of the deceased which if the proceeds
of the policy had been received by or accrued to the deceased, the
capital gain or capital loss deternmined in respect of that disposa
woul d be disregarded in terns of paragraph 55,

to his or her deceased estate for proceeds equal to the market val ue of
those assets at the date of that person's death, and the deceased
estate nust be treated as having acquired those assets at a cost equa
to that market val ue.

(2) Where an asset is disposed of by a deceased estate to an heir or
| egatee (other than the surviving spouse of the deceased person as
contenpl ated i n paragraph 67(2)(a) or an approved public benefit
organi sation as contenpl ated in paragraph 62) or a trustee of a trust-

(a) the deceased estate nust be treated as having di sposed of that
asset for proceeds equal to the base cost of the deceased estate in
respect of that asset; and

(b) the heir, legatee or trustee nust be treated as having acquired
that asset at a cost equal to the base cost of the deceased estate
in respect of that asset.

(3) For the purposes of this Schedule, the disposal of an asset by the
deceased estate of a natural person shall be treated in the sane manner as
if that asset had been di sposed of by that natural person

Tax payable by heir of a deceased estate
41. (1) Where-

(a) the tax determined in ternms of this Act, which relates to the
taxabl e capital gain of a deceased person, exceeds 50 per cent of
the net value of the estate deternined for purposes of the Estate
Duty Act, 1955, before taking into account the anpunt of that tax so
det er mi ned; and

(b) the executor of the estate is required to dispose of any asset of
the estate for purposes of paying the anbunt of that tax, any heir
or legatee of the estate, who would have been entitled to that asset
contenplated in item (b), had there been no liability for tax, may
el ect that that asset be distributed to that heir or |egatee upon
the condition that the ampbunt of tax which exceeds 50 per cent of
that net value be paid by himor her within a period of three years
after the date that the executor obtained pernission to distribute
the assets of the estate, as contenplated in section 35(12) of the
Adm ni stration of Estates Act, 1965 (Act No. 66 of 1965).

(2) Any anount of tax payable by an heir as contenplated in
subpar agraph (1), becones a debt due to the state and nust be treated as an
anount of tax chargeable in terns of this Act which is due by that person

Short-term di sposal s and acquisitions of identical financial instruments

42. (1) Wiere a capital loss is deternined in respect of the disposa
by a person of a financial instrument and within a period begi nning 45 days
before the date of disposal and ending 45 days after that date, that person
or a connected person in relation to that person, subject to subparagraph



(3), acquires or has entered into a contract to acquire a financi al
instrunent of the sane kind and of the sane or equivalent quality-

(a) the person who di sposed of the financial instrunent nust be treated
as having di sposed thereof for proceeds equal to the base cost
t hereof; and

(b) the person who acquired the financial instrument of the same kind
and of the same or equivalent quality must be treated as having
acquired that financial instrument at a cost equal to any anount
allowable in terns of paragraph 20, plus the anmobunt of any capita
| oss which would have arisen in the hands of the person who disposed
of the asset, were it not for the operation of item(a).

(2) For the purposes of subparagraph (1), there nmust not be taken into
account in determining the period of 91 days any days in which the person
di sposing of the financial instrunent-

(a) has an option to sell, is under a contractual obligation to sell or
has made (and not closed) a short sale of a financial instrument of
the sane kind and of the sane or equivalent quality;

(b) is the grantor of an option to buy a financial instrunent of the
same kind and of the same or equivalent quality; or

(c) has otherwi se dimnished risk of loss in respect of that share by
hol ding one or nore contrary positions with respect to a financi al
i nstrunment of the sane kind and of the sane or equivalent quality.

(3) For the purposes of this paragraph, a connected person in relation
to a natural person does not include a relative of that person other than a
spouse, parent, child, stepchild, brother, sister, grandchild or
grandparent of that person.

Assets di sposed of or acquired in foreign currency

43. (1) Where a person disposes of an asset for proceeds denom nated in
a foreign currency after having incurred expenditure in respect of that
asset in the sanme currency, that person nust determine the gain or |oss on
the disposal by translating both proceeds and the expenditure incurred into
the currency of the Republic at the ruling exchange rate on the date of
di sposal

(2) Where a person disposes of an asset for proceeds denonminated in any
currency (hereinafter referred to as the 'currency of disposal') after
having incurred expenditure in respect of that asset in another currency
(hereinafter referred to as the 'currency of expenditure'), that person
nmust -

(a) deternmine the gain or |oss on the disposal by translating both
proceeds and the expenditure incurred into the currency of
expenditure at the ruling exchange rate on the date of disposal; and

(b) determine a capital gain or capital loss in terns of Part Xl as

if that person disposed of the currency of expenditure for the
currency of disposal

(3) For the purposes of this paragraph, the term'ruling exchange rate
will have the sanme nmeaning as defined in section 241.

PART VI |

PRI MARY RESI DENCE EXCLUSI ON



Definitions
44. |In this Part, unless the context otherw se indicates-
‘an interest' means-
(a) any real or statutory right; or
(b) a share owned directly in a share bl ock conmpany as defined in the
Share Bl ocks Control Act, 1980 (Act No. 59 of 1980) or a share or

interest in a simlar entity which is not a resident; or

(c) a right of use or occupation, but excluding a right under a
nortgage bond or an interest in a trust;

"primary residence' neans a residence-
(a) in which a natural person or a special trust holds an interest; and

(b) which that person or a beneficiary of that trust or a spouse of
that person or beneficiary-

(i) ordinarily resides or resided in as his or her nain
resi dence; and

(ii) uses or used mainly for donestic purposes;

"residence' nmeans any structure, including a boat, caravan or nmobile
home, which is used as a place of residence by a natural person, together
wi th any appurtenance bel onging thereto and enjoyed therewth.

General principle

45. (1) Subject to subparagraphs (2) and (3), a natural person or a
special trust nust, when determ ning an aggregate capital gain or aggregate
capital loss, disregard so much of a capital gain or capital |oss
determned in respect of the disposal of the primary residence of that
person or that trust as does not exceed RL million

(2) Where nore than one natural person or special trust holds an
interest in that primary residence at the sanme tine, the amunt to be
di sregarded in terns of subparagraph (1) nust be apportioned in relation to
each interest so held.

(3) Subject to paragraph 48, only one residence may be a primary
residence of a person or a special trust for any period during which that
person or special trust held an interest in nore than one residence.

Si ze of residential property qualifying for exclusion

46. \Where a primary residence and the land on which it is situated is
di sposed of by a person, the provisions of paragraph 45 apply in respect of
so nmuch of that |and, including unconsolidated adjacent |and, as-

(a) does not exceed two hectares;

(b) is used mainly for donmestic purposes together with that residence;
and

(c) is disposed of at the sane tinme and to the sane person as that
resi dence.



Apportionnment in respect of periods where not ordinarily resident
47. Subject to paragraphs 48, where-

(a) a natural person or special trust disposes of an interest in a
residence which is or was a prinary residence; and

(b) that person or a beneficiary of that trust or a spouse of that
person or beneficiary, was not ordinarily resident in that residence
t hroughout the period on or after the valuation date during which
that person or trust held that interest, then the portion of the
capital gain or capital loss to be disregarded in terns of paragraph
45 nust be determined with reference to the portion of that period
during which that person, beneficiary or spouse was so ordinarily
resi dent.

Di sposal and acquisition of primary residence

48. A natural person or a beneficiary of a special trust must for
pur poses of paragraph 47 be treated as having been ordinarily resident in a
residence for a continuous period (not exceeding two years), if that person
did not reside in that residence during that period for any of the
foll owi ng reasons-

(a) at the tine the residence was that person's primary residence it
had been offered for sale and vacated due to the acquisition or
i ntended acquisition of a new prinmary residence;

(b) that residence was being erected on | and acquired for that purpose
in order to be used as that person's primary residence;

(c) the residence had been accidentally rendered uninhabitable; or
(d) the death of that person
Non-residential use
49. Subject to paragraph 50-
(a) where a natural person or special trust-
(i) di sposes of an interest in a primary residence; or
(ii) di sposes of an interest in a residence that was a primary
residence for a part of the period on or after the valuation
date during which that person or trust held that interest;
and
(b) where that person or a beneficiary of that trust used the residence
referred to in subparagraph (a) or a part thereof for the purposes
of carrying on a trade for any portion of the period on or after the
val uation date during which that person or trust held that interest,
the portion of the capital gain or capital |oss to be disregarded in
terns of paragraph 45 nust be determined with reference to the period
on or after the valuation date during which that person or beneficiary
used that residence for donestic purposes as well as to the part of

that residence used by that person or beneficiary mainly for purposes
other than the carrying on of a trade.

Rent al peri ods

50. A natural person or a beneficiary of a special trust or a spouse of



that person or beneficiary nust for purposes of paragraph 49 be treated as
havi ng used a residence for donestic purposes during any continuous period
of absence therefrom (not exceeding five years) while that residence was
being let, if-

(a) that person or beneficiary or spouse resided in that residence as a
primary residence for a continuous period of at |east one year prior
to and after any such peri od;

(b) no other residence was treated as the primary residence of that
person or beneficiary during any such period; and

(c) that person or beneficiary or spouse was-

(i) tenporarily absent fromthe Republic; or

(ii) enpl oyed or engaged in carrying on business in the Republic
at a location further than 250 kiloneters fromthat
resi dence.

Transfer of a primary residence froma conpany or trust

51. (1) Wiere an interest in a residence has been transferred froma
conpany or a trust to a natural person as contenplated in subparagraph (2)-

(a) that conpany or trust nust be treated as havi ng di sposed of that
resi dence at nmarket value on the valuation date; and

(b) that natural person nust be treated as having acquired that primary
resi dence at nmarket value on the valuation date.

(2) Subparagraph (1) applies where-

(a) that natural person acquires that residence fromthe conpany or
trust on or after the date of pronulgation of the Taxation Laws
Amendnment Act, 2001, but not later than 30 Septenber 2002

(b) that natural person-

(i) al one or together with his or her spouse directly held al
the share capital in that conpany from5 April 2001 to the
date of registration in the deeds registry of that residence
in the nane of that natural person or his or her spouse or in
their names jointly; or

(ii) di sposed of that residence to that trust by way of
donation, settlenent or other disposition or financed all the
expenditure, as contenplated in paragraph 20, actually
incurred by the trust to acquire and to inprove the
resi dence;

(c) that natural person alone or together with his or her spouse
personally and ordinarily resided in that residence and used it
mai nly for domestic purposes as his or her or their ordinary
residence from5 April 2001 to the date of that registration; and

(d) that registration in the deeds registry in the nane of that person
his or her spouse or their nanes jointly takes place not later than
31 March 2003:

Provi ded that the provisions of this paragraph apply only in respect
of the portion of the property contenplated in paragraph 46



PART VI |
OTHER EXCLUSI ONS
General principle

52. Capital gains and capital |osses nust be disregarded in the
circunmstances and to the extent set out in this Part when determining the
aggregate capital gain or aggregate capital |oss of a person
Per sonal -use assets

53. (1) A natural person or a special trust nust disregard a capital
gain or capital loss deternmned in respect of the disposal of a
personal -use asset as contenplated in subparagraph (2).

(2) A personal -use asset is an asset of a natural person or a special
trust that is used mainly for purposes other than the carrying on of a
trade.

(3) Personal use assets do not include-

(a) a coin nade mainly fromgold or platinumof which the nmarket val ue
is minly attributable to the naterial fromwhich it is mnted or
cast;

(b) inmovabl e property;

(c) an aircraft, the enpty mass of which exceeds 450 kil ograns;

(d) a boat exceeding ten nmetres in |ength;

(e) a financial instrunent;

(f) any fiduciary, usufructuary or other like interest, the value of
whi ch decreases over tine; and

(g) aright or interest of whatever nature to or in an asset envisaged
initens (a) to (f).

Retirenent benefits

54. A person nmust disregard any capital gain or capital |oss deterni ned
in respect of a disposal that resulted in that person receiving-

(a) a lunmp sum benefit as defined in the Second Schedul e; or

(b) a lunp sum benefit paid froma fund, arrangenent or instrument
situated outside the Republic which provides sinilar benefits under
simlar conditions to a pension, provident or retirenent annuity
fund approved in ternms of this Act.

Long-term assurance
55. A person must disregard any capital gain or capital |oss determ ned
in respect of a disposal that resulted in the receipt by or accrual to that

person of an anpunt -

(a) in respect of a policy as defined in section 29A with an insurer as
defined in that section, where that person-

(i) is the original beneficial owner or one of the origina
beneficial owners of the policy;



(ii) is the spouse, nom nee, dependant as contenplated in the
Pensi on Funds Act, 1956 (Act No. 24 of 1956), or deceased
estate of the original beneficial owner of the rel evant
policy and no anount was paid or is payable or will becone
payabl e, whether directly or indirectly, in respect of the
cession of that policy fromthe beneficial owner of that
policy to that spouse, nom nee or dependant; or

(iii) is the forner spouse of the original beneficial owner and
that policy was ceded to that spouse in consequence of a
divorce order or, in the case of a union contenplated in
paragraph (b) or (c) of the definition of "spouse" in section
1 of this Act, an agreenent of division of assets which has
been nmade an order of court;

(b) in respect of any policy taken out on the life of an enpl oyee or
director as contenplated in section 11(w);

(c) in respect of a policy that was originally taken out on the life of
any other person who was a partner of that person, or held any share
or simlar interest in a conmpany in which that person held any share
or simlar interest, for the purpose of enabling that person to
acquire, upon the death of that other person, the whole or part of-

(i) that other person's interest in the partnership concerned;
or
(ii) that other person's share or simlar interest in that

conpany and any claimby that other person against that
conmpany, and no prem umon the policy was paid or borne by
that other person or any connected person in relation to that
ot her person;

(d) in respect of a policy originally taken out on the life of a
person, where that policy is provided to that person or dependant by
or in consequence of that person's nenbership of a pension fund,
provi dent fund or retirenment annuity fund.

Debt def easance

56. VWhere a creditor disposes of a claimowed by a debtor, who is a
connected person in relation to that creditor, that creditor nmust disregard
any capital |oss determ ned in consequence of that disposal

Di sposal of small business assets

57. (1) For purposes of this paragraph, 'snmall business' neans a
busi ness of which the market value of all its assets, as at the date of the
di sposal of the asset or interest contenplated in subparagraph (2), does
not exceed R5 million

(2) Subject to subparagraphs (3), (4) and (5), a natural person nust,
when deternmi ning an aggregate capital gain or aggregate capital | oss,
di sregard a capital gain determ ned in respect of the disposal of-

(a) an active business asset of a small business owned by that natura
person as a sole proprietor; or

(b) an interest in each of the active business assets of a business,
which qualifies as a small business, owned by a partnership, upon
that natural person's withdrawal fromthat partnership to the extent
of his or her interest in that partnership; or



(c) an entire direct interest in a conpany (which consists of at [|east
10 per cent of the equity of that conpany), to the extent that the
interest relates to active business assets of the business, which
qualifies as a small business, of that conpany,

if that person at the tine of that disposal held for his or her own
benefit that active business asset, interest in the partnership, or
interest in the conpany (as the case may be) for a continuous period of
at least five years prior to that disposal and was substantially

i nvol ved in the operations of the business of that small business
during that period, and-

(i) has attained the age of 55 years; or

(ii) the disposal is in consequence of ill-health, other
infirmty, superannuation or death.

(3) The sum of the ampunts to be disregarded by a natural person as
contenpl ated i n subparagraph (2) may not exceed R500 000 during that
natural person's lifetine.

(4) A natural person nust realise all capital gains qualifying in terns
of subparagraph (2) within a period of 24 nonths conmencing on the date of
the first disposal contenplated in subparagraph (2).

(5) Where a natural person operates nore than one small business either
by way of a sole proprietorship, a partnership interest or a direct
interest in the equity of a conpany consisting of at |east 10 per cent,
then he or she may subject to subparagraphs (4) and (6), include every such
snmal|l business in the determ nation of the ambunt to be disregarded in
ternms of subparagraph (2).

(6) The provisions of this paragraph do not apply where a person owns
nmore than one business either by way of a sole proprietorship, a
partnership interest or a direct interest in the equity of a conpany
consisting of at |least 10 per cent, and the total market val ue of al
assets in respect of all those businesses exceeds R5 nillion

Exerci se of options

58. A capital gain or capital |oss of a person determ ned in respect of
the termination of the option as a result of the exercise by that person of
an option nmust be disregarded.

Conpensation for personal injury, illness or defamation

59. A natural person or a special trust nust disregard a capital gain
or a capital loss determined in respect of a disposal that resulted in that
person or that trust, as the case nay be, receiving conpensation for
personal injury, illness or defamation of that person or a beneficiary of
that trust.

Ganbl i ng, ganes and conpetitions
60. (1) A person nust disregard a capital gain or capital |oss
determned in respect of a disposal relating to any form of ganbling, gane

or conpetition.

(2) Notwithstandi ng subparagraph (1), a capital gain my not be
di sregar ded-

(a) by any person other than a natural person; or



(b) where that form of ganbling, game or conpetition is not authorised
by, or conducted in terns of, the laws of the Republic.

Unit trust funds

61. A unit portfolio conprised in any unit trust schene managed or
carried on by an, conpany registered as a nmanagenent conpany under section
4 or 30 of the Unit Trusts Control Act, 1981 (Act No. 54 of 1981), nust

di sregard any capital gain or capital |oss
Donati ons and bequests to public benefit organisations
62. A person nust disregard any capital gain or capital |oss determ ned

in respect of the donation or bequest of an asset by that person to a
public benefit organi sation approved by the Conm ssioner under section 30.

Exenpt persons
63. A person nust disregard any capital gain or capital loss in respect

of the disposal of an asset where all the receipts and accruals of that
person are exenpt fromtax in ternms of section 10.

Asset used to produce exenpt incone

64. A person nust disregard any capital gain or capital loss in respect
of the disposal of an asset which is used solely to produce ampbunts which
are exempt fromtax in terns of section 10, other than receipts and

accrual s contenplated in paragraphs (i)(xv), (k) and (m of subsection (1)
t her eof .

PART | X
ROLL- OVERS
I nvoluntary di sposa
65. (1) Subject to subparagraphs (2), (3) and (4), where-

(a) a person disposes of an asset other than a financial instrunent by
way of expropriation, |oss or destruction;

(b) proceeds accrue to that person by way of conpensation for that
expropriation, loss or destruction

(c) those proceeds exceed the base cost of that asset; and
(d) that person satisfies the Conmi ssioner that-

(i) an amount equal to those proceeds has been or will be
expended in replacing that asset;

(ii) a contract has been or will be concluded within a year from
the date of the disposal of that asset to replace that asset
with a simlar asset; and

(iii) the repl acenent asset has been or will be brought into use
within three years of the disposal of that asset,

that person nust, when determ ning that person's aggregate
capital gain or aggregate capital |oss, disregard the capital
gain determ ned in respect of that disposal and the anmpunt of
that disregarded capital gain nust, in the year that the



repl acenent asset is disposed of, be treated as a capita
gai n when determ ning that person's aggregate capital gain or
aggregate capital |oss.

(2) Where there is a disposal, as contenplated in subparagraph (1), by
a person who is not a resident of an asset situated in the Republic, an
asset can only be considered to be a replacenent asset for the purposes of
subpar agraph (1) where that asset is an asset contenplated in paragraph

2(1)(b).

(3) The Commi ssioner may extend the periods contenplated in
subparagraph (1)(d) by a maximum of six nonths if all reasonabl e steps were
taken to conclude a contract or bring the replacenment asset into use, as
the case mmy be.

(4) Where a person fails to conclude a contract or fails to bring a
repl acenent asset into use within the prescribed period that person nust-

(a) treat the disregarded capital gain contenplated in subparagraph (1)
as a capital gain on the date on which that prescribed period ends
when deternining that person's aggregate capital gain or aggregate
capital |oss;

(b) deternmine interest at the prescribed rate on that capital gain from
the date of that disposal to the date contenplated in item (a); and

(c) treat that interest as a capital gain on the date contenplated in
item (a) when determ ning that person's aggregate capital gain or
aggregate capital |oss.

Rei nvestment in replacenent assets

66. (1) Subject to paragraph 65 and subparagraphs (2), (3), (4) and
(5), where-

(a) a person disposes of an asset qualifying for a capital allowance or
deduction in ternms of section 11(e), 12B, 12C, 14 or 14bis;

(b) the proceeds received or accrued fromthat disposal exceed the base
cost of that asset; and

(c) that person satisfies the Conmi ssioner that-

(i) an anount equal to those proceeds has been or will be
expended in replacing that asset;

(ii) a contract has been or will be concluded within a year from
the date of the disposal of that asset to replace that asset
with a replacenent asset which will qualify for a deduction
which is equivalent to the capital allowance or deduction for
whi ch the asset so replaced qualified; and

(iii) the replacenent asset has been or will be brought into use
within a year after the disposal of that asset, that person
nmust, when determ ning that person's aggregate capital gain
or aggregate capital loss, disregard the capital gain on that
asset and nust treat 20 per cent of the disregarded capital
gain as a capital gain when determ ning that person's
aggregate capital gain or aggregate capital loss for the year
of assessnment during which that replacenent asset is brought
into use and in each of the four succeeding years of
assessnent.



(2) Where there is a disposal, as contenplated in subparagraph (1), by
a person who is not a resident, of an asset situated in the Republic, that
asset can only be considered to be a replacenent asset for the purposes of
subparagraph (1), where the asset is an asset contenplated in paragraph

2(1) (b).

(3) The Commi ssioner may extend the periods contenplated in
subpar agraph (1)(c) by a maxi mum of six nonths if all reasonabl e steps were
taken to conclude a contract or bring the replacenment asset into use, as
the case may be.

(4) Where a person fails to conclude a contract or fails to bring a
repl acenent asset into use within the prescribed period that person nust-

(a) treat the disregarded capital gain contenplated in subparagraph (1)
as a capital gain on the date that that prescribed period ends when
determ ning that person's aggregate capital gain or aggregate
capital |oss;

(b) determine interest at the prescribed rate on that capital gain from
the date of that disposal to the date contenplated in item(a); and

(c) treat that interest as a capital gain on the date contenplated in
item (a) when determining that person's aggregate capital gain or
aggregate capital | oss.

(5) Where during any year of assessnment a person disposes of a
repl acenent asset or ceases to use a replacenment asset for the purposes of
that person's trade and any portion of the disregarded capital gain,
contenpl ated in subparagraph ( 1), has not been treated as a capital gain
in determning that person's aggregate capital gain or aggregate capital
|l oss for that year of assessnent or any prior year of assessnent, that
portion nust be treated as a capital gain in determ ning that person's
aggregate capital gain or aggregate capital loss for that year of
assessnent.

Transfer of asset between spouses

67. (1) Where a person di sposes of an asset to his or her spouse, the
person di sposing of that asset nust be treated as having di sposed of the
asset for proceeds equal to the base cost of the asset and the spouse
acquiring the asset nust be treated as having acquired the asset at a cost
of the sane ampunt.

(2) For the purposes of subparagraph (1)-

(a) a deceased person nust be treated as having di sposed of an asset to
his or her surviving spouse, if that asset accrues to that surviving
spouse upon the death of that person or

(b) a person nust be treated as having disposed of an asset to his or
her spouse, if that asset is transferred to that spouse in
consequence of a divorce order or, in the case of a union
contenpl ated in paragraph (b) or (c) of the definition of "spouse"
in section 1 of this Act, an agreement of division of assets which
has been made an order of court.

PART X
ATTRI BUTI ON OF CAPI TAL GAI NS

Attribution of capital gain to spouse



68. (1) Where a person's capital gain or a capital gain that has vested
inor is treated as having vested in that person during the year of
assessment in which it arose can be attributed wholly or partly to-

(a) any donation, settlenent or other disposition; or

(b) any transaction, operation or schene, nmade, entered into or carried
out by that person's spouse mainly for purposes of reducing,
post poni ng or avoiding that spouse's liability for any tax, duty or
| evy which woul d otherw se have becone payabl e under any Act
adm ni stered by the Conm ssioner, so nmuch of the gain as can be so
attributed nust be disregarded when determ ning that person's
aggregate capital gain or aggregate capital |loss and taken into
account when deternining the aggregate capital gain or aggregate
capital loss of that person's spouse.

(2) Where a person's capital gain is derived from

(a) any trade carried on by that person in partnership or association
with that person's spouse or which is in any way connected with any
trade carried on by that spouse; or

(b) that person's spouse or any partnership or private conpany at a
ti me when that spouse was a nenber of that partnership or the sole,
mai n or one of the principal sharehol ders of that conpany, so nuch
of that gain as exceeds the ampunt to which that person would
reasonably be entitled having regard to the nature of the rel evant
trade, the extent of that person's participation therein, the
services rendered by that person or any other relevant factor, nust
be di sregarded when determ ning that person's aggregate capital gain
or aggregate capital |loss and taken into account when deternining
the aggregate capital gain or aggregate capital |oss of that
person's spouse.

Attribution of capital gain to parent of minor child

69. Where a minor child s capital gain or a capital gain that has
vested in or is treated as having vested in or that has been used for the
benefit of that child during the year of assessnent in which it arose can
be attributed wholly or partly to any donation, settlenent or other
di sposition-

(a) nmade by a parent of that child; or

(b) made by another person in return for any donation, settlenment or
ot her disposition or sonme other consideration made or given by a
parent of that child in favour directly or indirectly of that person
or his or her famly, so nmuch of that gain as can be so attributed
must be di sregarded when deternmining that child' s aggregate capital
gain or aggregate capital loss and nust be taken into account in
determ ning the aggregate capital gain or aggregate capital |oss of
that parent.

Attribution of capital gain subject to conditional vesting
70. \Where-

(a) a person has nade a donation, settlenent or other disposition that
is subject to a stipulation or condition inposed by that person or
anyone else in terns of which a capital gain or a portion of any
capital gain attributable to that donation, settlenment or other
di sposition shall not vest in the beneficiaries of that donation
settl ement or other disposition or sone of those beneficiaries unti



(b)

(¢)

t he happeni ng of sone fixed or contingent event;

a capital gain that is attributable to that donation, settlenent or
ot her disposition has arisen during a year of assessnment throughout
whi ch the person who nade that donation, settlenent or other

di sposition has been a resident; and

that capital gain or a portion thereof has not vested during that
year in any beneficiary who is a resident, that capital gain or that
portion thereof nust be taken into account in determning the
aggregate capital gain or aggregate capital |oss of the person who
made t hat donation, settlenent or other disposition and disregarded
when deternining the aggregate capital gain or aggregate capital

| oss of any other person.

Attribution of capital gain subject to revocable vesting

71.

(a)

(b)

(¢)

Wher e-

a deed of donation, settlenent or other disposition confers a right
upon a beneficiary thereof who is a resident to receive a capital
gain attributable to that donation, settlenent or other disposition
or any portion of that gain;

that right may be revoked or conferred upon another by the person
who conferred it; and

a capital gain attributable to that donation, settlenment or other

di sposition or a portion of that gain has in terms of that right
vested in that beneficiary during a year of assessnent throughout

whi ch the person who conferred that right has been a resident and
has retained the power to revoke that right, that capital gain or
that portion thereof nust be di sregarded when determ ning the
aggregate capital gain or aggregate capital loss of that beneficiary
and be taken into account when determnining the aggregate capita

gain or aggregate capital |oss of the person retaining the power of
revocati on.

Attribution of capital gain vesting in non-resident

72.

(a)

(b)

Wher e-

a resident has nmade a donation, settlenment or other dispositionto
any person (other than to a public benefit organisation contenplated
in section 30 or a foreign entity, as defined in section 9D, of a
simlar nature); and

a capital gain attributable to that donation, settlenent or other

di sposition has arisen during a year of assessnent and has during
that year vested in or is treated as having vested in any person who
is not a resident (other than a controlled foreign entity, as
defined in section 9D in relation to that resident), that capital
gai n nmust be di sregarded when determ ning the aggregate capital gain
or aggregate capital loss of the person in whomit vests and taken
into account when determ ning the aggregate capital gain or
aggregate capital loss of that resident.

Attribution of incone and capital gain

73.

(1) Where both an ampunt of incone and a capital gain are derived

by reason of or are attributable to a donation, settlenment or other
di sposition, the total amunt of that income and gain-



(a) that is deened in terms of section 7 to be that of a person other
than the one to whomit accrues or by whomit is received or for
whose benefit it is expended or accunul ated; and

(b) that is attributed in terns of this Part to a person other than the
one in whomit vests, shall not exceed the amount of the benefit
derived fromthat donation, settlement or other disposition

(2) For purposes of this paragraph, the benefit derived froma
donation, settlenment or other disposition neans the ampbunt by which the
person to whom that donation, settlenent or other disposition was nmade, has
benefited fromthe fact that it was nade for no or an inadequate
consideration, including consideration in the formof interest.

PART Xl
COVPANY DI STRI BUTI ONS
Definitions

74. For the purposes of this Part, unless the context otherw se
di ct at es-

‘capital distribution' nmeans any distribution (or portion thereof) by a
conpany that -

(a) does not constitute a dividend; or

(b) that constitutes a dividend which is exenpt from secondary tax on
conpani es by reason of section 64B(5)(c);

‘conpany' neans any 'conpany' as defined in section 1, except for any
unit portfolio contenplated in paragraph (e) of that definition

"distribution' neans any transfer of cash or assets by a conpany to a
sharehol der in relation to a share held by that sharehol der, including any
i ssue of shares or debt in that conpany (or any option thereto), regardless
of whether that transfer constitutes a dividend;

"share' neans any issued share capital in relation to a conpany (or any
fraction thereof) regardl ess of whether or not that issued share capital
carries aright to participate in dividends or a capital distribution.

Di stributions in specie by conpany

75. (1) Where a conpany nekes a distribution of an asset in specie to a
shar ehol der, that conpany nust be treated as having di sposed of that asset
to that sharehol der for proceeds equal to market val ue.

(2) The market value of any asset contenplated in subparagraph (1) nust
be its nmarket value on the date the distribution is approved by the
directors or by sone other person with conparable authority conferred under
t he menorandum and articles of association of the conpany naking the
di stribution.

Di stributions of cash or assets in specie received by sharehol der

76. (1) Any sharehol der receiving a capital distribution of cash or
assets in specie in respect of a share prior to the disposal of that share
must reduce the base cost of that share carrying a right to that capital
distribution by the amount of that capital distribution

(2) Where the capital distribution contenplated in subparagraph (1)



exceeds the base cost of the share carrying the right to the distribution
the sharehol der nust add the excess to proceeds when the sharehol der
di sposes of the share.

(3) Any distribution of an asset in specie received by a sharehol der
must be treated as having been acquired for an expenditure incurred at
mar ket val ue on the date contenplated in paragraph 75(2).

(4) Where a sharehol der disposes of a share that qualifies as a
pre-val uation date asset and has adopted the tine-apporti onnent base cost
for that share, the expenditure incurred in respect of that share nust be
reduced to the extent of any capital distribution of cash or assets in
speci e received by that shareholder in respect of that share before the
val uation date.

Distributions in |iquidation or deregistration received by sharehol der

77. (1) A sharehol der of a conpany that is being wound up, |iquidated
or deregistered nust be treated as having disposed of all the shares held
by that shareholder in that conpany at the earlier of-

(a) the date of dissolution or deregistration; or

(b) in the case of a liquidation or w nding-up, the date when the
l'iquidator declares in witing that no reasonabl e grounds exist to
bel i eve that the sharehol der of the conpany (or sharehol ders hol ding
the sane class of shares) will receive any further distributions in
the course of the liquidation or w nding-up of that conpany.

(2) Any capital distribution of cash or assets in specie received by or
accrued to that shareholder in respect of those shares after the disposa
of those shares nust be treated as a capital gain in deternm ning that
shar ehol der's aggregate capital gain or aggregate capital |oss for that
year of assessnent.

Share distributions received by sharehol der

78. (1) Where a conpany issues capitalisation shares, such
capitalisation shares nust be treated as having a base cost of nil, except
to the extent that the issue of those shares constitutes a dividend.

(2) Where a conpany issues shares in substitution of previously held
shares in that conpany by reason of a subdivision, consolidation, or
simlar arrangenent, the sharehol der nust disregard any capital gain or
capital loss deternmined in respect of that substitution and those newy
i ssued shares nmust have an aggregate base cost equal to the aggregate base
cost of the previously held shares with the aggregate base cost allocated
anong all those newly issued shares in proportion to their relative narket
val ues.

(3) Where a conpany issues shares in substitution of previously held
shares as contenplated in subparagraph (2) and al so makes a capital
distribution of cash or assets in specie with respect to those previously
hel d shares-

(a) the sharehol der nust disregard any capital gain or capital |oss
determned in respect of that substitution but not in respect of the
transfer of those previously held shares exchanged for that capital
di stribution; and

(b) both the substitution and that capital distribution nust be treated
as separate transactions with the base cost of those previously held
shares al |l ocated between both transactions based on the relative



mar ket val ues of the newly issued shares and that capita
di stribution received in exchange therefor.

Mat chi ng contributions and distributions

79. (1) Despite section 76, where a sharehol der receives a capital
distribution of cash or assets in specie, the anbunt of that capital
distribution must be treated as a capital gain for the purposes of
determ ning that sharehol der's aggregate capital gain or aggregate capita
| oss, where-

(a) the sharehol der receiving the capital distribution is a connected
person in relation to the conpany naking that capital distribution

(b) the conpany meking the capital distribution received consideration
froma new or different shareholder in respect of the issue of one
or nore shares by that conpany within two years prior to the capita
distribution contenplated in (a); and

(c) the contribution and capital distribution contenplated in both (a)
and (b) are part of a schene to reduce, avoid, or postpone any tax
payabl e under this Act or any other Act adm nistered by the
Conmi ssi oner on the disposal of shares by the sharehol der
contenplated in (a).

(2) The reduction in base cost and addition to proceeds contenplated in
subpar agraphs (1) and (2) of paragraph 76 shall not apply in respect of any
share that carries a right to a distribution contenplated in subparagraph

(1).
PART XI |
TRUSTS, TRUST BENEFI CI ARI ES AND | NSOLVENT ESTATES
Capital gain attributed to beneficiary

80. (1) Subject to paragraphs 68, 69, 71 and 72, where a capital gain
is determned in respect of the vesting by a trust of an asset in a trust
beneficiary who is a resident, that gain-

(a) must be disregarded for the purpose of calculating the aggregate
capital gain or aggregate capital |oss of the trust; and

(b) must be taken into account for the purpose of calculating the
aggregate capital gain or aggregate capital |oss of the beneficiary
to whom t hat asset was so di sposed of.

(2) Subject to paragraphs 68, 69, 71 and 72, where a capital gain
arises in a trust in a year of assessnent during which a trust beneficiary
who is a resident has a vested interest or acquires a vested interest
(including an interest caused by the exercise of a discretion) in that
capital gain but not in the asset, the disposal of which gave rise to the
capi tal gain, the gain-

(a) must be disregarded for the purpose of calculating the aggregate
capital gain or aggregate capital |oss of the trust; and

(b) nmust be taken into account for the purpose of calculating the
aggregate capital gain or aggregate capital |oss of the beneficiary
in whomthe gain vests.

Base cost of interest in discretionary trust



81. (1) A person's interest in a discretionary trust nust, subject to
subpar agraph (2), be treated as having a base cost of nil

(2) Where a trust asset is vested in a beneficiary of the trust as a
result of the exercise of a discretion, the base cost of the beneficiary's
interest in the trust nust be increased by the beneficiary's cost of
acquisition of that asset as determined in ternms of paragraph 38(b).

Deat h of beneficiary of special trust

82. Where a beneficiary of a special trust dies, that trust nust
continue to be treated as a special trust for the purposes of this Schedul e
until the earlier of the disposal of all assets held by that trust or two
years after the date of death of that beneficiary.

I nsol vent estate of person

83. (1) For the purposes of this Schedule, the disposal of an asset by
the insolvent estate of a person shall be treated in the same manner as if
that asset had been di sposed of by that person

(2) No person whose estate has been voluntarily or conpulsorily
sequestrated may carry forward any assessed capital loss incurred prior to
the date of sequestration.

PART XI |
FORElI GN CURRENCY
Regul ati ons

84. (1) The Mnister nust, by way of notice in the Gazette, issue
regul ations to determne a capital gain or capital loss in respect of-

(a) a conversion of a foreign currency into another currency;

(b) a paynent, settlement, prescription, or other transfer of a foreign
debt, forward exchange contract or foreign currency option contract;
and

(c) the foreign currency consequences of certain events and disposals
contenplated in this Schedul e.

(2) I'n determning the capital gain or capital |oss contenplated in
subpar agraph (1), the regul ations may-

(a) nmake certain provisions of this Act applicable nutatis nutandis;

(b) disregard any capital gain or capital loss arising fromthe
conversion of certain expenditures of foreign currency held
exclusively for purposes of subsistence and travel

(c) provide rules for the interaction of this Part with section 241
and

(d) disregard any capital gain or capital |oss under this Part to the
extent that the gain or | oss has otherw se been taken into account
internms of this Act.

(3) The regulations contenplated in subparagraph (1) will not treat a
person as having a capital gain or capital loss under this Part to the
extent that person is nerely-



(a) transferring funds within the sane foreign currency;

(b) acquiring an asset or incurring an expenditure denoninated in the
same currency as the currency of acquisition or incurral; and

(c) disposing of an asset in the same foreign currency as was used to
acquire that asset.

(4) The regul ations contenpl ated in subparagraph (1) nust be-

(a) issued on or before 1 July 2001; and

(b) incorporated in this Schedule on or before 31 Decenber 2001.
Limitation on foreign currency | osses

85. Where in any year of assessnment a person's capital |osses,
determined in terms of the regul ations issued under paragraph 84, exceed
that person's capital gains determined in terns of those regulations, such
excess | oss nust be disregarded and treated as a capital loss in the
followi ng year of assessnment which nust be dealt with in accordance with
the regulations issued in terns of paragraph 84.

PART XIV
M SCELLANEQUS

Transactions during transitional period

86. (1) For purposes of this paragraph 'transitional period neans the
period from 23 February 2000 until and including the day before the
val uation date.

(2) The provisions of subparagraph (3) apply where a person-

(a) acquired an asset during the transitional period by neans of a
non-arm s length transaction; or

(b) acquired an asset during the transitional period directly or
indirectly froma person who was a connected person in relation to
that person at-

(i) the tine of that acquisition; or

(ii) any tinme during the period fromthe date of that
acquisition up to a subsequent disposal of that asset by that
person within three years of that acquisition; or

(c) reacquired an asset within a period of ninety days after its
di sposal during the transitional period-

(i) by neans of a non-arm s |length transaction; or

(ii) directly or indirectly to a connected person in relation to
t hat person; or

(d) acquired an asset within a period of ninety days after the
di sposal, during the transitional period, of a substantially simlar
asset that was di sposed of -

(i) by neans of a non-arm s |length transaction; or

(ii) directly or indirectly to a connected person in relation to



that person; in order to replace the asset so di sposed of.

(3) Any person who acquired or reacquired an asset in the circunstances
set out in subparagraph (2) nust for purposes of paragraph 30 be treated as
havi ng acquired or reacquired that asset-

(a) at the tinme when the person who di sposed of that asset or the
substantially simlar asset acquired that asset; and

(b) at a cost equal to the base cost of that asset or the substantially
simlar asset in the hands of the person who disposed of it.".

Substitution of long title of Act 58 of 1962

39. The following long title is hereby substituted for the long title
of the principal Act:

"To consolidate the lawrelating to the taxation of incomes and
donations, to provide for the recovery of taxes on persons and the
i ncomes of persons levied by the provinces on income tax payers, to
provide for interest to be paid on |late paynents of such provincial
taxes, to provide for certain provisions to be applied for the purposes
of any ordinance of a provincial council inposing a tax on persons or
on the inconmes of persons, to provide for the deduction by
enpl oyers of anounts fromthe remuneration of enpl oyees in respect of
certain tax liabilities of enployees, and to provide for the naking of
provi sional tax paynents and for the paynment into the
Consol i dat ed National Revenue Fund and the various
provi ncial revenue funds of portions of the normal tax and the
sai d provincial taxes (excluding the normal tax inposed on
conmpani es) and interest and other charges in respect of such taxes,
and to provide for related matters.".

Amendnent of section 1 of Act 77 of 1968, as anended by section 16 of Act
103 of 1969, section 5 of Act 66 of 1973, section 7 of Act 88 of 1974,
section 19 of Act 106 of 1980, section 3 of Act 118 of 1984, section 17 of
Act 87 of 1988, section 36 of Act 9 of 1989, section 3 of Act 69 of 1989
section 5 of Act 136 of 1991, section 4 of Act 20 of 1994, section 77 of
Act 30 of 1998 and section 74 of Act 53 of 1999

40. Section 1 of the Stanp Duties Act, 1968, is hereby anended by the
insertion after the definition of "Comr ssioner" of the follow ng
definition:

' conpany' incl udes-

(a) any association, corporation or conpany (including a close
corporation) incorporated or deened to be incorporated by or under
any law in force or previously in force in the Republic or in any
part thereof, or any body corporate formed or established or deened
to be fornmed or established by or under any such |law, or

(b) any association, corporation or conpany incorporated under the |aw
of any country other than the Republic or any body corporate forned
or established under such I aw, or

(c) any association (not being an association referred to in paragraph
(a)) fornmed in the Republic to serve a specified purpose, beneficial
to the public or a section of the public "

Amendnent of item 7 of Schedule 1 to Act No. 77 of 1968, as anmended by
section 18 of Act 88 of 1974, section 12 of Act 66 of 1973, and section 15
of Act 114 of 1977



41. Item 7 of Schedule 1 to the Stanp Duties Act, 1968, is hereby
anended by the addition of the foll owi ng paragraph under the headi ng
"Exenptions":

"(e) Any nortgage bond hypot hecating i movabl e property or an
interest in such property, any cession of such a bond or the
substitution of a debtor in respect of such a bond, where such
hypot hecati on, cession or substitution is pursuant to the acquisition
on or after the date of pronulgation of the Taxation Laws Amendment
Act, 2001, by a natural person of a residence contenplated in section
9(16) or (17) of the Transfer Duty Act, 1949 (Act No. 40 of 1949), and
under the circunstances contenplated in that section:"

Amendnent of item 15 of Schedule 1 to Act 77 of 1968, as substituted by
section 13 of Act 89 of 1972 and amended by section 16 of Act 66 van 1973,
section 21 of Act 88 of 1974, section 3 of Act 104 of 1976, section 20 of
Act 114 of 1977, section 8 of Act 95 of 1978, section 8 of Act 102 of 1979
section 21 of Act 106 of 1980, section 9 of Act 99 of 1981, section 7 of
Act 87 of 1982, section 14 of Act 92 of 1983, section 11 of Act 118 of

1984, section 11 of Act 81 of 1985, section 5 of Act 71 of 1986, section 13
of Act 108 of 1986, section 11 of Act 86 of 1987, section 33 of Act 87 of
1988, section 14 of Act 69 of 1989, section 9 of Act 136 of 1991, section 8
of Act 136 of 1992, section 17 of Act 97 of 1993, section 17 of Act 140 of
1993, section 8 of Act 20 of 1994, section 86 of Act 30 of 1998, section 79
of Act 53 of 1999, section 72 of Act 30 of 2000 and section 63 of Act 59 of
2000

42. ltem 15 of Schedule 1 to the Stanp Duties Act, 1968, is hereby
anended by the substitution for paragraph (v) under the heading "Exenptions
fromthe duty under paragraph (3)" of the foll ow ng paragraph

"(v) Any registration of transfer of any share in a share bl ock
conpany as defined in section 1 of the Share Bl ocks Control Act, 1980
(Act 59 of 1980), which confers a right to or an interest in the use of
i movabl e property, where such registration is in consequence of a sale
or disposal of such share-

(i) which in terns of the Val ue-Added Tax Act, 1991 (Act 89
of 1991), constitutes a supply of such share and in terns of
that Act val ue-added tax has been or will be paid by the
transferor in respect of such supply or such supply is
subject to the said tax at a rate of zero per cent; or

(ii) by a conpany or trust to a natural person where-

(aa) such sale or disposal takes place on or after the date
of promul gation of the Taxation Laws Anendnent Act, 2001, but
not later than 30 Septenber 2002

(bb) such inmovabl e property to which such shares relate
will constitute the primary residence, as defined in
paragraph 44 of the Eighth Schedule to the Incone Tax Act,
1962, of that person

(cc) that person-

(i) alone or together with his or her spouse held all the
share capital in that conpany from5 April 2()01 to the date
of registration of transfer of such shares in the nane of
that natural person or jointly in the name of that person and
that person's spouse; or



(ii) disposed of the share in the share bl ock conpany to
that trust by way of donation, settlenent or other

di sposition or financed all the expenditure, as contenpl ated
in paragraph 20 of the Eighth Schedule, actually incurred by
the trust to acquire the share in the share bl ock conpany;

(dd) that natural person alone or together with his or her
spouse ordinarily resided in that residence and used it

mai nly for domestic purposes fromb5 April 2001 to the date of
registration of transfer of such shares; and

(ee) the registration of transfer of the shares in the nane
of that natural person or jointly in the nane of that person
and that person's spouse takes place not |ater than 31 March
2003.".

Amendnment of section 11 of Act 89 of 1991, as anended by section 27 of Act
136 of 1991, section 17 of Act 136 of 1992, section 27 of Act 97 of 1993,

section 13 of Act 20 of 1994, section 28 of Act 27 of 1997 and section 85
of Act 53 of 1999

43. (1) Section 11 of the Val ue-Added Tax Act, 1991 is anended-

(a) by the addition in subsection (1) of the word "or" at the end of
paragraph (k); and

(b) by the addition to subsection (1) of the foll owi ng paragraph

"(1) the goods consist of illum nating kerosene intended for use
as fuel for illumnating or heating, and are not nixed or bl ended
wi t h anot her substance:".

(2) Subsection (1) is deened to have come into operation on 1 Apri
2001.

Amendrment of section 28 of Act 89 of 1991, as amended by section 29 of Act
136 of 1992 and section 79 of Act 30 of 2000

44, Section 28 of the Val ue-Added Tax Act, 199 |, is hereby anended by
the addition of the follow ng subsections:

"(5) Areturn furnished as contenpl at ed-

(a) in this section, must be signed by the vendor or by the vendor's
aut hori sed representati ve;

(b) in section 29, nust be signed by the person selling the goods or
that person's authorised representative; and

(c) in section 30, nust be signed by the person furnishing the
return, and a person signing a return is deened for all purposes
in connection with this Act to know and understand t he neaning
of all statenments made in that return

(6) The Conmmi ssioner may, in the case of any return furnished by a
person or a person's authorised representative in electronic format,
accept electronic or digital signatures as valid signatures for the
pur poses of subsection (5).

(7) The Mnister may nmake rul es and regul ati ons prescribing the
procedures for submitting any return in electronic format and the
requirenents for an electronic or digital signature contenplated in
subsection (6).".



Insertion of section 6B in Act 9 of 1999

45. The foll owing section is hereby inserted in the Skills Devel opnent
Levies Act, 1999, after section 6

"Electronic filing of statenent
6B. (1) The Commi ssioner may, in the case of any statenent
subnmtted by an enployer or his or her authorised agent in electronic
format, accept electronic or digital signatures as valid signatures.
(2) The M nister may nmake rul es and regul ati ons prescribing the
procedures for submitting any statenment in electronic fornat and
setting out the requirenents for an electronic or digital signature
contenplated in subsection (1)."
Short title

46. This Act is called the Taxation Laws Anendnent Act, 2001.



