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GENERAL EXPLANATORY ~OTE:

[ 1 \J’ords in bold type in square brackets indicate omissions from
existin:  enactments,

\Vords underlined with a solid line indicate insertions in
existing enactments.

BILL
To amend the Estate Duty Act, 1955, so as to insert a definition; to amend the
Income Tax Act, 1962, so as to delete certain definitions; to amend certain
definitions; to insert certain definitions; to make certain decisions of the
Commissioner subject to objection and appeal; to further regulate rebates in
respect of foreign taxes on income; to further regulate income deemed to have been
received or accrued to a person subsequent to any donation, settlement or other
disposition; to further regulate the recovery and recoupment of certain deductions
and allowances; to further regulate income deemed to be from a source in the
Republic; to repeal a section relating to investment income of foreign investment
companies; to repeal a section relating to taxation investment income from foreign
sources; to further regulate the taxation income of controlled foreign entities; to
further regulate the taxation of foreign dividends received by or accrued to
residents; to regulate income received by or accrued to residents from foreign
sources; to make provision for the exemption of amounts received or accrued from
the social security system of any other country and foreign pensions; to make
provision for further exemptions and to withdraw an exemption; to further
regulate an exemption relating to services rendered outside the Republic; to
further regulate the exemption of certain amounts received from the State; to
further regulate the deduction of expenses and losses; to further regulate the
allowances of depreciation of assets used in a taxpayer’s trade to take into account
the period of use of such assets in a trade which was not previously taxable; to
repeal a section relating to the deduction of expenses incurred in appointing agents
outside the Republic; to further regulate the deductibility of contributions to any
medical scheme to include medical schemes registered under the laws of anj nthei
country; to further regulate the set off of assessed losses to provide that foreign
losses may not be set off against income from a trade carried on in the Republic; to
further regulate the acquisition of trading stock; to further regulate the limitation
of certain deductions; to further regulate gains or losses on foreign exchange
transactions; to further regulate the taxation of trusts and beneficiaries of trusts; to
make provision for the determination of taxable income or losses in foreign
currency; to further regulate the determination of taxable income of certain
persons in respect of international transactions; to further regulate the taxation of
persons who derive income from royalties or similar payments; to further regulate
the levy and recovery of secondary tax on companies; to further regulate certain



amounts deemed to be dividends; to make provision for the submission of returns
relating to the participation rights in a controlled foreign entity; to further regulate
appeals to the specially constituted board;  to provide that foreign taxes be taken
into account in the determination of interest payable on underpayment and
overpayments of provisional tax; to provide that restraint of trade payments be
included in remuneration for the purposes of the determination of employees’ tax
to be deducted; to provide that where an employer is not a resident the
representative taxpayer of such employer shall be obliged to deduct or withhold
employees’ tax; to provide that the Commissioner may take into account any
rebates of foreign tax when prescribing deduction tables for the purposes of
employees’ tax; to provide that there shall be included in “net remuneration” any
annuity provided bj a pension fund, provident fund or benefit fund even if such
annuity is not payable by such fund; to provide that the Commissioner may take
into account any rebates of’ foreign tax when prescribing tables for optional use by
provisional taxpayers; to make provision in the definition of “oftlcial rate of
interest” for any loan which is denominated in a foreign currency; to delete certain
references to obsolete provisions; and to effect certain consequential and textual
amendments; to amend the Customs and Excise Act, 1964, so as to make provision
for non-reciprocal preferential tariff treatment of goods exported from the
Republic; and to effect certain consequential amendments; to amend the Stamp
Duties Act, 1968, so as to make provision for an exemption; to amend the
\Jalue-Added Tax Act, 1991, so as to amend certain definitions; and to further
regulate appeals to the specially constituted board; to amend the Tax on
Retirement Funds Act, 1996, so as to effect certain consequential amendments; and
to delete certain references to obsolete provisions; to amend the Skills Development
Levies Act, 1999, so as to make provision for the application of certain provisions
of the Income Tax Act, 1962; and to amend the Taxation Laws Amendment Act,
2000, so as to rectify a reference to an incorrect date; to further regulate the
deductibility of donations made to public benefit organisations; to further regulate
the exemption from income tax of the receipts and accruals of public benefit
organisations; to further regulate the payment of air passenger tax; and to amend
Schedule 1 to that Act to amend a definition; and to provide for matters in
connection therewith.

BE IT ENACTED by the Parliament of the Republic of South Africa, as
follows:—

Amendment of section 1 of Act 45 of 1955, as amended 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 5
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 and section 6 of Act 30 of 2000

1. (1) Section 1 of the Estate Duty Act, 1955, is hereby amended by the insertion after
the definition of “South African Revenue Service” of the following tiefiniti,.,n: 10

“ ‘ ,.spouse , In relat]on to any deceased person, includes a person ~.:c at J:c’ IIIZI?  01
death of such deceased person was the partner of such person-– 1

(a) in a marriage recognised in terms of the l~ws of the Republic;
(b) in a marriage entered into in accordance with any syst~m  of religious law

which is recognised in the Republic; or 15
(cJ in a permanent same-sex life relations~.”.

(2) Subsection (1) shall be deemed to have come inlo operatloil  on 27 April 1994.
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Amendment of section 1 of i4ct 58 of 1962, as amended by section 3 of Act 90 of
1962, section 1 of .4ct 6 of 1963. section 4 of Act 72 of 1963, section 4 of Act 90 of
1964, section 5 of .4ct W 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.4ct  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 19S6, section 2 of Act 85 of 1987, section 2 of Act 90 of 1988, section 1 of Act 99
of 1988, Government 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 and section 13 of Act 30 of 2000

2. Section 1 of the Income Tax Act. 1962, is hereby amended—
(a) by the deletion of the definition of “domestic company”;
(b) by the deletion of the definition of “external company”;
(c) by the substitution for the words preceding paragraph (a) of the definition of

“gross income” of the following words:
“ ‘gross income’, in relation to any year or period of assessment,
means—
@ in the case of any [person] resident. the total amount, in cash or

otherwise, recei~red  by or accrued to or in favour  of such [person]
resident; or

(ii) in the case of any person other than a resident, the total amount, in—
cash or otherwise. received by or accrued to or in favour of such
person from a source within or deemed to be within the Republic,

during such year or period of assessment [from a source within or
deemed to be within the Republic], excluding receipts or accruals of a
capital nature, but including, without in any way limiting the scope of
this definition, such amounts (whether of a capital nature or not) so
received or accrued as are described hereunder, name] y—”;

(d) by the substitution for paragraph (gA)  of the definition of “gross income” of
the following paragraph:

“(gA)  any amount received or accrued from another person as
consideration (or payment of like nature) for the imparting of or
the undertaking to impart any scientific, technical, industrial or
commercial knowledge or information [for use in the Republic],
or for the rendering of or the undertaking to render any assistance
or service in connection with the application or utilization of such
knowledge or information;”;

(e) by the substitution for paragraph (k) of the definitioi~ of “gross income” of the
following paragraph:

“(k) any amount received or accrued by way o: dividends including any
amount determined in accordan~~  ii,:t:  UIL“’ovi:i~,’.’t  u,’ sectloR 9E
in respect of any foreign dividend received by or accrued to aII~
person who is a resident [as defined in such section];”;

(’f) by the insertion in subsection (1) after the definition of “insolvent estate” of
the following definition:

“ ‘international headquarter company’ means a company-
(a) the entire equity sham capita of which is held by persons who air:

not residents or trusts;
(b) where any indirect interest of residents and of any trust n such

equity share capital does not exceed five per cent in a.ggrega: t of the
total equity share capital of such company; and
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(c)

8

where 90 per cent of the value of the assets of such com~an}
represents ;nte]-ests in the equity share capital ;ind loan capit;l  o’f
subsidiaries (Lvhich  are not residents) Of such  company in which I
such compan~’  holds a beneficial interest of at least 50 per cent;”;

(g) by the substitution for item (ee) of subparagraph (ii) of paragraph (c) of the
definition of “pension fund” of the following item:

‘“(ee) for the administration of the fund in such a manner as to preclude
the employer from controlling the management or assets of the
fund and from deriving any monetary advantage from moneys
paid into or out of the fund, except—

(A)

(B)—

any monetary advantage ayproved by the ~strar of Pension
Funds: or
that where the employer is a partnership, a member of the
partnership may be permitted to derive such monetary
advantage if he was previously an employee and, on becoming
a partner. was permitted to retain his membership of the fund
as though he had not ceased to be an employee, his
contributions being based upon his pensionable emoluments
during the 12 months which ended on the day on which he
ceased to be an employee and his benefits from the fund being
calculated accordingly:”;

(h) by the insertion after the definition of “Republic” of the following definition:
“ ‘resident’ means any—
(a) natural person who is—

(i) ordinarily resident in the Republic; or
(ii) not at any time during the year of assessment ordinarily

resident in the Republic, if such person was physically present
in the Republic—
(0(2)

(bb)

for a period or periods exceeding 91 days in aggregate
during the relevant year of assessment, as well as for a
period or periods exceeding 91 days in aggregate during
each of the three years of assessment preceding such year
of assessment; and
for a period or periods exceeding 549 days in aggregate
during such three preceding years of assessment:

Provided that—
(A) for the purposes of items (au)  and (bb) a day shall include

a part of a day; and
(B) where a person who is a resident in terms of this

subparagraph is physically outside the Republic for a
continuous period of at least 330 full days immediately
after the day on which such person ceases to be physically
present in the Republic, such person shall be deemed not
to have been a resident from the day on which such person
so ceased to be physically present in the Republic; or

(b) person (other than a natural person) which is incorporated,
established or formed in th~ ~.:public or which has its place of
effective management II’ iht! l{epu~f;c  ~}:,.”  exc[cdin~  any interna-
tional headquarter company);”;

(i) by the deietion of the definition of “South African company”; and
(j) by the deletion of the definition of “territory”.
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.Amendment of section 3 of Act 58 of 1962, as amended by section 3 of .4ct 141 of
1992, section 3 of Act 21 of 1994. section 3 of Act 21 of 1995 and section 20 of Act
30 of 1998

3. Section 3 of the Income ‘FJX Act, 1962. is he[-eby amended by the substitution for
subsection (4) of the following subsection: 5

“(4) Any decision of the Commissioner under the definitions of ‘benefit fund’.
‘pension fund’, ‘provident fund’  and ‘retirement annuity fund’ in section 1, section
6, section 8(4)(b), (c), (d) and (e), [section 9C] section 9D. section 9F. section
10( 1 )[(cB)] (cH), [(cI), (cJ)l (cK). (c). (iA),  (,;) and (~7B). section 11 (c’). (f). (s).
(,sA), (~), (1), (t), (u) and (Ii). section 12C. section 13. section 14, section 15, section 10
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 Schedule. paragraph (b) ot’
the definition of ‘formula A in parag,r~ph 1 and paragraph 4 of the Second
Schedule, paragraphs 18. 19( 1). 20, 21, 22, 24 and 27 of the Fourth Schedule and 15
paragraphs 2, 3, 6, 9 and 11 of the Seventh Schedule. shall be subject to objection
and appeal.”.

Substitution of section 6quat of Act 58 of 1962, as inserted by section 5 of Act 85 of
1987 and amended by section 5 of Act 28 of 1997, section 12 of Act 53 of 1999 and
section 16 of Act 30 of 2000 Z()

4. The following section is hereby substituted for section 6qua~ of the Income Tax
Act. 1962:

“Rebate in respect of foreign taxes on income

6quat. ( 1 ) Subject to the provisions of subsection (2), [there] a rebate
determined in accordance with this section shall be deducted from the 25
normal tax payable by any resident [of the Republic or any person
contemplated in section 9C(2)(b)  or any shareholder who is a ‘resident’
as defined in section 9E] in whose taxable income there is included—
(a) any income received by or accrued to such resident [or person] from

any [country other than] source outside the Republic (other than any 30
foreign dividend contemplated in paragraph (d)) which is—
Q not deemed to be from a source within the Republic; or
Q deemed [o be from a source within the Republic in terms of

section 9(1)(cA),  (e) or (fA); or
(b) any proportional amount [of investment income] contemplated in 35

section 9D; or
[(c) any income payable to such resident from the Republic, where

such income is deemed to be from a source within the Republic in
terms of the provisions of paragraphs (d), (d)bis and @ of section
9(l); or] 40

(d) any foreign dividend contemplated in section 9E [a rebate deter-
mined in accotoanr~ with this section].

(1A) For the pLI,l X&of-  SL.. ;xt,n ( I), the rebate shall be an amount
equal to the sum of any taxes on in~ame ploved to be payable. without any
right of recovery bv any person (other than a right of recovery in terms of 45
any entitlement to carry back losses arising during any year of assessment
to any year of assessment prior to such year of assessment). by—

[(i)](a) such resident [of the Republic] @ respect of—.—
Q my income contemplated m subsection (i )(a): or
(II) any dividend contemplated in subsection ( I )(d);  and 50

[(ii)]@  any controlled foreign entity, as contempi:tted  in section 9D, in respect
of such proportional amount contemplat~,d  in subsection ( 1 )(b);  or

[(b,)  such person contemplated in section 9C(2)(b); or
(c) (i) such shareholder in respect of any dividend contemplated in

subsection (1)(d); and 55
(ii)]@  any company in respect of any profits from which [such] ~ dividend

contemplated in subsection ( 1 )(d) is declared or deemed to have been
declared; or



(d)

]~

any company in respect of the proportional amount of any profits from. .
which any dividend is declared or deemed to have been declared to a
controlled foreig~:  entity ~$ defined in section 9D, and which dividend
relates to any proportional amount [of investment income] included
in the income of such [shareholder resident as contemplated in
subsection (1 )(b),

to the government of any country other than the Republic in respect of the
amount of income [derived from such country] or proportional amount
contemplated in subsection (1)(b), which is so included in that resident’s
[or person’s or shareholder’s] taxable income: Provided that where such
resident is a member of any p artnership  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 amount 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 deemed to have
been payable by such resident.

(lB) Notwithstanding the provisions of subsection (1 A)—
(a)

(b)

the rebate or rebates of any tax proved to be payable to the government
of any other country or countries shall not in agg regate exceed an
amount which bears to the total normal tax payable the same ratio as
the total taxable income attributable to the income or proportional
amount contemplated in subsection (1)(b), derived from such country
or countries, which is [so] included as contemplated in subsection (1),
bears to the total taxable income: [and
where such sum of any taxes payable to the government of any
such other country exceeds the rebate as determined in paragraph
(a) (hereinafter referred to as the excess amount), such excess
amount may—
(i)

(ii)

in the case of any excess amount which relates to any amount
included in the income of any company as contemplated in
paragraph (a), (c) or (d) of subsection (l), be deducted from
any Secondary Tax on Companies which becomes payable by
such company after the determination of such excess amount,
limited to an amount determined by applying the rate of tbe
Secondary Tax on Companies to the profits attributable to the
inclusion of the income contemplated in such paragraphs; or
in the case of any excess amount relating to any amount
included in the income of any company as contemplated in
paragraph (b) of subsection (l), be deducted from any
Secondary Tax on Companies which becomes payable by
such company on the distribution of any profits derived by
way of dividends declared to such company by such con-
trolled foreign entity from profits that relate to any amount of
investment income so included in terms of paragraph (b),
limited to an amount determined by applying the rate of the
Secondary Tax on Companies to the amount of the taxable
hcomt  attributable to the inclusion of the income contem-
;idLed : ‘ Su!:h y:r=Ai-aph,  after the deduction of—

(au)  ar,j normal tax paid or payable; or
(bb) such sum of taxes payable to the government of any

such other country,
whichever amount is the greater:]

Provided that—
[(A) the amount of any] Lxiere such sum of any taxes payable to

the government of any such other country exceeds the rebate as
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(c)

(d)

so Lfe[el-mined  (hereinafter referred to as the excess anmuno.  such
excess amount [as exceeds the amount of any Secondary Tax
on Companies as contemplated in subparagraph (i) or (ii)]
may-
[(AA)]@  be carried forward to the immediately succeeding

year of assessment and shall be deemed to be a tax on
income paid to the government of [such] any other
country in such year; and

[(BB)l~  be set off against the amount of any normal tax
payable by such [company] resident during such
year of assessment in respect of any amounl del-ived
from rsuchl anv other countrv which is included in,
the taxable’i=f such [shareholder] resident
during such year, as contemplated in paragraph (u).
(b) [(c)] or (d) of subsection ( 1), after any tax payable
[by such company] to the government of [such] q
other country in respect of [the] ~ amount so
included during such year of assessment which mav
be deducted in terms of subsections(1) and ( 1 A), has
been [set off against] deducted from the amount
ofI—
(AAA)]

[(BBB)

such normal tax payable in respect of such
amount of income or proportional amount
contemplated in subsection (l)(b); and
any Secondary Tax on Companies as
contemplated in subparagraph- (i) or (ii)
which becomes payable during such
year; and

(B)](iiJ the excess amount [contemplated in this paragraph] shall
not be allowed to be carried forward for more than [three]
seven years reckoned from the year of assessment when such
excess amount was for the first time carried forward;

the amount of any tax which—
(i) becomes payable to the government of any other country in

respect of any amount which—
[(u)] is declared to any [company which is a] resident as a

foreign dividend which is exempt from tax in terms of
section 9E(7)(e);[or

(M) would, but for the provisions of section 9D(9)@, have
been included in any income of such company which is a
resident;]  and

(ii) has not been taken into account as a rebate against any normal tax
payable by such [company] resident in respect of such amount
previously included in his taxable income in terms of section 9D,

may be deducted from any [Secondary Tax on Companies] normal
tax which becomes payable iby such [company on the distribution of—
any profits] resident during any y ear of assessment that any income is.—
??ri’.e~ ‘y way of dividends declared to such [company] resident by
tiny controlled foreign entity from profits relating to any [investment
income] amount so previously included;
no rebate shall be allowed as a deduction from the tax payab!e by any
[shareholder] resident, in respect of any tax contemplated in
subsection ( 1 A)(c) [(ii)] or (d), which is payable by—
(i) any company distributing any dividend to such [shareholder]

resident, if such [shareholder] resident (in the case of a
company, together  with any other company in a group of
companie:  of which such company forms part) holds for his or its
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OIJ n benefit less tluin ! O pe] cent 01 [be equity sham cupital in
such CC)lIIP:lIIV:  or

(ii)  any cmnpan!’”in  respecl of any profits from which the di\idend  is
declared m deemed to h:ive been declwed, if such [shareholder]
resident does not hold a qualifying interest in such company: anti S

(e) no rebate shall be allowed in respect of any [ax payable on any amount
contemplated in subsection (1 )(d). if the [shareholder] resident has
made an election as contemplated in section 9E(6).

(2) The rebate under subsection ( 1 ) shall not be granted in addition to any
relief to uhich the resident [of the Republic] is entitled under any 10
agreement between [he governments of the Republic and the said other
country for the prevention of or relief from double taxation. but may be
granted in substitution for the relief to which the resident [of the Republic]
would be so entitled.

(3) For the purposes of this section- 15
‘controlled compan>-  means a controlled company as defined in section 9E;
‘controlling company” means a controlling company as defined in section
9E:
‘group of companies’ means a group  of companies as defined in section 9E:
‘qualifying interest’ means any qualifying interest as defined in section 9E; 20
[’resident of the Republic’ means—
(a) any natural person who is ordinarily resident in the Republic; and
(b) any person, other than a natural person, which is incorporated or

has its place of effective management in the Republic.]-

(4) For the purposes of this section the amount of any foreign tax provec
to be payable as contemplated in subsection ( 1A) in respect of an y amounl
which is included in the taxable income of any resident during any year of
assessment. shall be converted to the currency of the Republic b}
applying—
(u) the ruling exchange rate on the day on which such foreign tax i:

actually paid; or
(b) if such foreign tax has not been paid by the last day of such year 01

assessment the ruling exchange rate on the last day of such year O!
assessment:

Provided that where such foreign tax is payable in respect of the amount 01
any foreign dividend which is included in the taxable income of such
resident as contemplated in subsection (1 )(d), such foreign tax shall be
converted to the currency of the Republic by applying the exchange rate al
which the amount of such foreign dividend is converted as contemplated in
section 9E.

(5) Where any amount of tax, which was proved to be payable to the
government of any other country, was allowed as a rebate in terms of this
section against the normal tax payable by any resident in any previous yeal
of assessment, and—
(u) it is proved by such resident that the amount of such tax actually

payable to such government exceeds the amount which was so
~!lowed as a rebate: or,.,,- (!7) tl;c Commissioner is satisfied that the amount of such tax actually
payable to such government is less than tbe amount which was so.
allowed as a rebate,

the Commissioner may, notwithstanding the provisions of section 79 or
section 81 (5), issue a reduced or additional assessment, as the case may be,
reflecting the amount of the rebate which shall be allowed against normal
tax: Provided that the Commissioner shall not issue any such reduced or
additional assessment after the expiration of six years from the date of the
assess~, tnt in terms of which the rebate of the amount of tax proved to be
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payable  was so a!lo\i cd. unless the Commissioner is satisfied that the fact
that the amount of tax proved to be payable to such other government was
incorrectly reflected was due to fraud or misrepresentation or non-
disclosure of material facts.

Amendment of section 7 of Act 58 of’ 1962, as amended by section 5 of Act 90 of
1962, section 8 of Act 88 of 1965, section 9 of Act 55 of 1966, section 7 of Act 94 of
1983. section 2 of Act 30 of 1984, section 5 of Act 90 of 1988, section 5 of Act 70 of
1989, section 4 of Act 101 of 1990, section 7 of Act 129 of 1991, section 5 of Act 141
of 1992, section 6 of Act 21 of 1995, section 23 of Act 30 of,1998 and section 13 of Act
53 of 1999

5. Section 7 of the Income Tax Act, 1962, is hereby amended by the addition of the
following subsections:

“(8) Where by reason of or in consequence of any donation. settlement or other

5

10

disposition (other than a donation, settlement or other disposition to a foreign
entity, as defined in section 9D, of a public character) made by any resident, income 15
is received by or accrued to any person who is not a resident (other than a controlled
foreign entity as defined in section 9D in relation to such resident). there shall be
included in the income of such resident so much of the amount of any income as is
attributable to such donation, settlement or other disposition: Provided that any
amount of income received by or accrued to such person by way of foreign 20
dividends, shall for the purposes of this section be determined in accordance with
the provisions of section 9E, as if such person had been a shareholder who is a
resident.

(9) Where any asset has been disposed of for a consideration which is less than
the market value of such asset, the amount by which such market value exceeds 25
such consideration shall for the purposes of this section be deemed to be a donation.

( 10) Any resident who, at any time during any year of assessment makes any
donation, settlement or other disposition as contemplated in this section, shall
disclose such fact to the Commissioner in writing when submitting his return of
income for such year and at the same time furnish such information as may be 30
required by the Commissioner for the purposes of this section.”.

Amendment of section 8 of Act 58 of 1962, as amended by section 6 of Act 90 of
1962, section 6 of Act 90 of 1964, section 9 of Act 88 of 1965, section 10 of Act 55 of
1966, section 10 of Act 89 of 1969, section 6 of Act 90 of 1972, section 8 of Act 85 of
1974, section 7 of Act 69 of 1975, section 7 of Act 113 of 1977, section 8 of Act 94 of 35
1983, section 5 of Act 121 of 1984, section 4 of Act 96 of 1985, section 5 of Act 65 of
1986, section 6 of Act 85 of 1987, section 6 of Act 90 of 1988, section 5 of Act 101 of
1990, section 9 of Act 129 of 1991, section 6 of Act 141 of 1992, section 4 of Act 113
of 1993, section 6 of Act 21 of 1994, section 8 of Act 21 of 1995, section 6 of Act 36
of 1996, section 6 of Act 28 of 1997, section 24 of Act 30 of 1998, section 14 of Act 53 40
of 1999 and section 17 of Act 30 of 2000

6. Section 8 of the Income Tax Act, 1962, is hereby amended—
(a) by the substitution for the words preceding subparagraph (i) of paragraph (b)

of subsection (4) of the following words: , ,. . . .
“(b) If any amount referred to in paragraph (a) of this subsection is an 45

amount which has been recovered or recouped during any year of
assessment by a [person referred to in section 9(1)(c)] resident who
carries on any business as owner or charterer of any ship as a result of the
~s, sale or disposal in any other manner by that person of a ship, and if
that person satisfies the Commissioner that—”; and 50

(b) by the insertion after subsection (4) of the following subsection:
“(4A) The provisions of subsection (4)(a), (e), (’) or (k) shall not apply

in respect of any amount which is deemed to have been allowed as a
deduction in terms of subparagraph (ix) of the proviso to section 11 (e),
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section 1 l(oj(h!!), section 12 B(4B). section 12 C(4A).  section 12 D(3A).
section 13( 1 A), section 13~i.s(3A)  or section 13rer(6A).”’.

Amendment of section 9 of Act 58 of 1962, as amended by section 7 of .4ct 90 of
1962, section 6 of Act 72 of 1963. section 7 of Act 90 of 1964. section 9 of Act 95 of
1967, section 12 of Act 89 of 1969, section 6 of Act 65 of 1973, section 9 of Act 85 of
1974, section 8 of Act 103 of 1976, section 9 of Act 121 of 1984, section 5 of Act 96
of 1985, section 6 of Act 65 of 1986, section 2 of Act 108 of 1986, section 7 of Act 85
of 1987, section 36 of Act 9 of 1989, section 10 of Act 129 of 1991, section 7 of Act 141
of 1992, section 5 of Act 113 of 1993, section 3 of Act 140 of 1993, section 7 of Act 21
of 1994, section 9 of Act 21 of 1995, section 7 of Act 28 of 1997, section 25 of Act 30
of 1998 and section 15 of Act 53 of 1999

7. Section 9 of the Income Tax Act, 1962, is hereby anlended—
(a) by the deletion of paragraphs (a), (b), (bA),  (c), (cB), (d), (d)bis and ~) of

subsection (1);
(b) by the substitution for subparagraph (i) of paragraph (e) of subsection (1) of

the following subparagraph:
“(i) any services rendered by such person to or work or labour done by such

person for or on behalf of [the] any employer in the national or provincial
sphere of government [including any provincial administration] or
any local authority in the Republic or [the South African Tourist
Corporation or the Council for Scientific and Industrial Research]
any national or provincial public entity if not less than 80 per cent of the
expenditure of such entity is defrayed directly or indirectly from funds
voted by Parliament, notwithstanding that such services are rendered or
that such work or labour is done outside the Republic, provided such
services are rendered or such work or labour is done in accordance with
a contract of employment entered into with the Government [or such
administration] or local authority or [that Corporation or that
Council] national or provincial public entity; or”;

(c) by the substitution for the proviso to paragraph (e) of subsection (1) of the
following proviso:

“Provided that nothing in this paragraph shall be construed as imposing
liability for taxation under this Act upon any payment made to any such
person who is stationed outside the Republic, by way of an allowance for
the purpose of meeting expenditure (other than domestic or private
expenditure) incurred by such person in connection with his official
duties outside the Republic;”;

(d) by the substitution for subsection (1A) of the following subsection:
“(1A) For the purposes of paragraph (,g)(ii) the services referred to in

[paragraphs (d), (d)bis,  (f) and] paragraph fjA) shall be deemed to have
been performed within the Republic.”; and

(e) by the deletion of subsection (5).

Repeal of section 9A of Act 58 of 1962, as inserted by section 8 of Act 85 of 1987 and
amended by section 8 of Act 141 of 1992, section 8 of Act 21 of 1994 and secti.m 8
of Act 28 of 1997

8. Section 9A of the Income Tax Act, 1962, is hereby repealed.

Repeal of section 9C of Act 58 of 1962, as inserted by section 9 of Act 28 of 1997,
amended by section 27 of Act 30 of 1998 and section 18 of Act 30 of 2000
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9. Section 9C of the Income Tax Act, 1962, is hereby repealed.
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.Amendment of section 9L) of Act W of 1962, as inserted by section 9 of Act 28 of
1997 and amended by section 28 of Act 30 of 1998, section 17 of Act 53 of 1999 and
section 19 of .4ct 30 of 2000

10. (1) Section 9D of the Income Tax Act. 1962, is hereby amended—
(a) by the insertion in subsection (1) before the definition of “controlled foreign 5

entity” of the following definition:
“ ‘business establishment’, in relation to a controlled foreign entit ,
means a Place of business with— 5
(a)

(b)

(c)

an office, shop. factory, warehouse, farm or other structure which is
used or will continue to be used by the controlled foreign entity for
a period of not less than one year;
a mine, oil or gas well, a quarry or any other place of extraction of
natural resources; or
a site for the construction or installation of buildings, bridges, roads,
pipelines. heavy machinery or other projects of comparable
magnitude which lasts for a period of not less than six months,

whereby the business of such entity is carried on. and where—
(i) such place of business is suitably equipped with on-site operational

management, employees, equipment and other facilities for the
purposes of conducting the primary operations of such business;
and

(ii) such place of business is utilised outside the Republic for a bona
jide business purpose (other than the avoidance, postponement or
reduction of any liability for payment of any tax, duty or levy
imposed by this Act or by any other law administered by the
Commissioner);”;

(b) by the insertion in subsection (1) after the definition of “controlled foreign
entity” of the following definition:

“ ‘designated country’ means any designated country as defined in
section 9E;”;

(c) by the substitution in subsection (1) for the definition of “foreign entity” of
the fol lowing def ini t ion:

“ ‘foreign entity’ means any person (other than a natural person or a
trust) which [has its place of effective management in a country other
~n the Republic] is not a resident, or which is a resident but where
such entity is as a result of the application of the provisions of any
agreement entered into by the Republic for the ~voidance of double
taxation is treated as not being a resident;”;

(d) by the deletion of the definition of “investment income” in subsection (1):
(e) b; the deletion of the definition of “resident” in subsection (l);
(Y) by the substitution for subsection (2) of the following subsection:

“(2) There shall be included in the income for the year of assessment
of any resident contemplated in the definition of ‘controlled foreign
entity’ in subsection ( 1), [a] an amount equal to the proportional amount
of [any investment] the net income [received by or accrued to] qf such
entity for the foreign tax year of such entity which ends durir;~  such year—-— .—_. ,
of assessment of such resident, which bears to the ~.JI J1 ~mve~:wmtl  w t
income [received by or accrued to] of such entity during sucil foreign
tax year, the same ratio as the percen~age  of the participation rights of
such resident in relation to such entity bears to the total participation
rights in relation to such entity: Provided that[—
(a)] the provisions of this subsection shall not apply [to any amount of

(b)

investment income to which the provisions of subsection (4) arc
applicable] where such resident (to,tzether with any connected
person in relation to such resident) in aggregate at all times during
the foreign tax year holds less than 10 per cent of the participation
rights and is entitled to exercise less than 10 per cent of the voting
rights in such controlled foreign entity [and
the amount of any investment income received by or accrued to
such entity by way of foreign dividends, shall for the purposes of
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this section be determined in accordance with the provisions of
section 9E, as if such entity had been a resident].”;

(g) by the inseflion after subsection (21 of the following subsection:
“(2A) For the purposes of this section the ‘nit income’ of a controlled

foreign entity shall be an amount equal to the taxable income of such 5
entity determined in accordance with this Act as if such controlled
foreign entity had been a resident: Provided that—
(a)

(b)

(c)

any deductions or allowances which may be allowed, or any
amounts which may be set off against, the income of such entity in
terms of this Act shall be limited to the amount of such income;
any amount whereby such deductions or allowances or amounts
exceed the amount of such income, shall be carried forward to the
immediately succeeding year of assessment and be deemed to be a
balance of assessed loss which maybe set off against the income of
such entity in such succeeding year for the purposes of section 20;
and
no deduction shall be allowed in respect of any interest, royalties or

I

rental paid by such entity to any other controlled foreign entity in
relation to the resident, as contemplated in subsection ~9)(fA).;’;

(/7)  by the deletion of subsections (3), (4), (4A) and (5);
(i) by the substitution for subsection (6)’ of the following  subsection:

“(6) The amount [apportioned to] include~ in the income of any
resident under the Provisions of this section. shall be converted [at a date
not later than th’e end of the financial year of the resident] to the
currency of the Republic on the last day of the foreign tax year of the
controlled foreign entity and the ruling exchange rate at that date, or any
other exchange rate or rates as the Commissioner may approve,
determined with reference to the ruling exchange rates during such year,
shall be applied to determine the value of the amount to be included in
the income of such resident.”;

(j) by the deletion of subsections (7) and (8);
(k) by the substitution for paragraphs (a) and (b) of subsection (9) of the

following paragraphs:
“(a)  in respect of [investment income other than income from foreign

dividends] receipts and accruals of any controlled foreign entity
which is a company, where [the foreign tax actually paid or
payable without any right of recovery by any person (other than
a right of recovery in terms of any entitlement to carry back
losses arising during any year of assessment to any year of
assessment prior to such year of assessment) in anv countrv
other than ihe Republic, ~elating to the proportional amount
contemplated in subsection (2) or (4) after taking into consider-
ation any deductions or allowances under the taxation provi-
sions of such other country determined at the ratio as
contemplated in subsection (2) or (4) as the case may be, is more
than 85 per cent of the normal tax payable in the Republic:
Provided that for the purposes of the determination of tbe tax
payable in the Republic on such ~ri , i“i;o.nal amoun’,  such tax
shall be an amount which bears to the total .~iormA  tax payable
the same ratio as the taxable income attributable to the
inclusion of such proportional amount bears to the total taxable
income in relation to such resident] such receipts and accruals
have been or will be subject to tax on income in a designated
,;,ountry at a stattttor~ rate of at !east 27 per cent (after taking into
account the application of the relevant agreement for the avoidance
of double taxation, if any) witbout any right of recovery by any
person (other than a right of recovery in terms :f an
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(b)

entitlement to carry back losses arising during any year of
assessment to any year of assessment prior to such year of
assessment). notwithstanding the fact that such entity may, as a
result of any foreign assessed tax loss incurred by such entity during
such year or any previous year of assessment, not be liable for the
payment of any tax: Provided that where such designated country
imposes tax on that company on a progressive scale of statutory
rates of tax, the statutory rate shall for the purposes of this paragraph
be deemed to be the hi~hest rate on such-sca l

e; 
- - -

where the [investment income arises from and is effectively
connected to the business activities of a substantive business
enterprise] net income of any controlled foreign entity which is a
company is attributable to any business establishment of [any] such
controlled foreign entity [conducted through a permanent estab-
lishment as defined in section 9C(1)  of such controlled foreign
entity] in any country other than the Republic [where such
permanent establishment is suitably equipped for conducting
the principal business of such substantive business enterprise]:
Provided that the provisions of this paragraph shall not apply to any
recei~ts  and accruals—

(i)

(ii)

derived from any transaction relating to the supply of goods or
services by or to such controlled foreign entity with any
connected person (in relation to such controlled foreign
entity), who is a resident, unless the consideration in respect of
such transaction reflects an arm’s length price that is consistent
with the provisions of section 31; or
derived from—
(m) any sale of goods by such controlled foreign entity to any

connected person (in relation to such controlled foreign
entitv) who is a resident, unless—
(A)

(B)

(c)

(bb)  any

such controlled foreign entity purchased such goods
within the country of residence of such controlled
foreign entity from any person who is not a
connected person in relation to such controlled
foreign entity;
the creation, extraction, production, assembly, repair
or improvement of goods undertaken by such
controlled foreign entity amount to more than minor
assembly or adjustment, packaging, repackaging
and labeling; or
such controlled foreign entity sells a significant
quantity of goods of the same or a similar nature to
persons who are not connected persons in relation to
such controlled foreign entity, at comparable prices
(after accounting for the level of the market, volume
discounts and costs of delivery); or
sale of goods  by such controlled foreign entity to a

person, othe.c ‘.!,.., J cr~nected  :1~ N1 (in relation to such
controlled foreign entit])  WM M a resident, where such
controlled foreign entity initially purchased such goods or
any tangible intermediary inputs thereof from one or
more connected persons (in relation to such controlled
foreign entity) who are residents, unless—
(A) ,su:ch  goods or tangib!e intermediary inputs thereof

purchased from connected persons (in relation to
such controlled foreign entity) who are residents
amount to an insignificant pwtion of the total
tangible intermediary inputs of slch goods;
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(B) the creation. extraction. production, assembly. repail
or improvement of goods undertaken by SUCF
controlled foreign entity amount to more than minol
assembly or adjustment. packaging. repackaging
and Iabehng: or

(C) the products are sold by such controlled foreign
entity to persons who are not connected persons in
relation to such controlled foreign entity, for deli-
very within the country of residence of such
controlled foreign entity; or

(cc) any service performed by sluch controlled foreign entity tc
a connected person (in relation to such controlled foreign
entity) who is a resident, unless such service is performed
outside the Republic and—
(A) such service relates directly to the creation, extrac-

tion, production, assembly, repair or improvement of
goods utilised within one or more countries outside
the Republic; or

(B) such services relate directly to the sale or marketing
of goods of a connected person (in relation to such
controlled foreign entity) who is a resident and such
goods are sold to persons who are not connected
persons in relation to such controlled foreign entity
for delivery within the country of residence of such
controlled foreign entity;

(iii) in the form of dividends, interest, royalties, rental, annuities,
insurance premiums or income of a similar nature, except
where such receipts and accruals—
(au)  do not in total exceed five percent of the total receipts and

accruals of such controlled foreign entity; or
(bb) arise from the principle trading activities of any banking

or financial services, insurance or rental business, exclud-
ing any such receipts and accruals from any—
(A) connected person (in relation to such controlled

foreign entity) who is a resident; or
(B) resident to the extent that such receipts and accruals

are produced as part of a scheme for the purpose of
avoiding the liability for any tax, duty or levy
im~osed in terms of this Act or anv other law.
administered by the Commissioner;”;

(1) by the deletion of paragraphs (c) and (d) of subsection (9);
(m) by the substitution for paragraphs (e) and (j_,, of subsection (9) of the following

paragraphs:
“(e) to [investment income] the net income of any controlled foreign

entity [which is-
(i) deemed to have accrued to the entity from a. source in the

Republic in terms of section 9(1)(b) or (bA); or
(ii)] to the .e::t,. ._ .;,L> .~ltch ne{ i-: ~me&  included in the taxable--- ..7 -. -—-—

income of  the entit,  :
(/) in relation to the proportional amount of [investment income

relating] an amount equal to the net income attributable to any
resident, to the extent that it relates to any foreign dividend
contemplated in section 9E declared to or deemed to have been
dec~areifl (~ a conmolled  foreign entity [which is attributable to any
resident, to the extent that the profits from which the dividend is
declared or deemed to have been, declared relate to any
proportional amount of investmen?  income which has been
included in the income of such resident in terms of the
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provisions of this section] which is a compmy, by any other
companv which is a controlled foreign entity in relation to such—
resident; or”:

(n) by the insertion after paragraph (f) of subsection (9) of the following
paragraph:

“VA) in relation to the proportional amount of an amount equal to the
net income of a controlled foreign entity which is attributable to
any resident. to the extent that it relates to any interest, royalties or
rental which is paid to such entity by any other controlled foreign
entity in relation to such resident;-’;

(o) by the deletion of paragraph (8) of subsection (9);
(p) by the addition of the following subsections:

“(10)  For the purposes of subsection (9)( b)(ii) the Minister ma —

7

(a) by notice in the Gazet[e determine that one or more foreign
countries be treated as one if such foreign countries comprise a
single economic market and such treatment will not lead to an
unacceptable erosion of the tax base; or

(b) in consultation with the Commissioner grant exemption to any
person from the application of subsection (9)( b)(ii), to the extent

5

10

15

~hat its applicatio~ will unreasonably prejudice national economic 20
policies or South African international trade and such exemption
will not lead to an unacceptable erosion of the tax base.

(11 ) The provisions of subsection (9)(b), (j and VA) shall not apply in
respect of any resident, where such resident fails to comply with the
provisions of “section 72A.”. 25

(2) Subsection (1)(k)  shall, in so far as it amends paragraph (a) of subsection (9) of
section 9D, come into operation on 1 January 2001.

(3) In so far subsection (l)(m)—
(a)

(b)

amends paragraph @ to delete the words “investment income relating” and
inserts the words “an amount equal to the net income attributable to any 30
resident, to the extent that it relates”, it shall come into operation on 1 January
2001, and shall apply in respect of years of assessment commencing on or
after that date;
amends the rest of paragraph (f), it shall come into operation on 1 January

40

2001, and shall apply in ~espect of any dividend declared on or after that date. 35
(4) Subsection (1)(h) shall, in so far as it deletes section 9D(3), come into operation

on 1 March 2001.

Amendment of section 9E of Act 58 of 1962, as inserted by section 20 of Act 30 of
2000

11. (1) Section 9E of the Income Tax Act, 1962, is hereby amended—
(a) by the substitution in subsection (1) for the words preceding paragraph (a) of

the definition of “foreign dividend” and the words preceding the proviso to
paragraph (a) of the following words and paragraph:

“ ‘foreign dividend’ means any dividend received by or which accrued to
any person from any company [to the extent that the dividend is 45
decla~e$., fr~m  profits derived by such company from a source
outs;de th~’ ReF~~bi~’r  ?ihich’ are aot deemed to be from a source
within the Republic, or from profits which are deemed to be from a
source within the Republic which have not been subject to tax in the
Republic] which is either a foreign entity as defined in section 9D, or a 50
resident to the extent that the dividend is declared from profits derived by
such com~an~before  such company became a resident, and includes the. . . . ..— . —-.—.  - ..—.
following amounts which shall be deerned to be a dividend declared by

——

such company to such person—
(a) any amount deemed to ha e been distributed as contemplated in 55

section 64C(3)(a),  (b), (c, or (d) by any company which is a
controlled foreign entity to such person or any resident who is a
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connected person in relation to such person to the extent that such
company could have distributed a dividend to such person from
profits [derived from a source outside the Republic which are
not deemed to be from a source within the Republic, or from
profits which are deemed to be from a source within the
Republic] which have not been subject to tax in the Republic, and
none of the provisions contained in section 64C(4) apply:”;

(b) by the substitution in subsection (1) for the words preceding the proviso to
paragraph (b) of the definition of “foreign dividend” of the following words:

“any amount derived by any person from the disposal by such person of
any share or interest in the fixed capital in a company to the extent that
such company or any subsidiary of such company has any undistributed
profits [which were derived from a source outside the Republic which
are not deemed to be from a source within the Republic, or from
profits deemed to be from a source within the Republic] which have
not been subject to tax in the Republic, which were directly or indirectly
available for distribution to such person (including any amount deemed
in terms of the definition of ‘dividend’ in section 1 to be a profit available
for distribution):”:

(c) by the substitution for the words preceding the proviso to paragraph (iii) of the
proviso to paragraph (b) of the definition of “foreign dividend” of the
following words:

“where such person, or if the seller is a controlled foreign entity in
relation to any resident, such resident, retains the same effective interest
in the equity share capital or fixed capital of the company as prior to the
disposal:”;

(d) by the deletion of the definition of “resident” in subsection (1);
(e) by the deletion of subsection (2);
(~) by the insertion after subsection (5) of the following subsection:

“(5A) Notwithstanding the provisions of sections 1 l(a) and 23(g)—
(a)

(b

there shall be allowed to be deducted from any income of a resident
which is derived during any year of assessment from taxable foreign
dividends, an amount of any interest actually incurred by such
resident in the production of income in the form of foreign
dividends: Provided that such deduction shall be limited to the
amount of foreign dividends included in the gross income of such
resident during such year; and
any amount whereby such interest exceeds the amount of any such
foreign dividends shall be reduced by the amount of any foreign
dividends received by or accrued to such resident during such year
of assessment which are not included in the taxable income of such
resident, and the balance shall—

(i) be carried forward to the immediately succeeding year of
assessment; and

(ii) be deemed to be an amount of interest actually incurred by
such resident durirw such succeeding vear of assessment in the

5

10

15

20

25

30

35

40

45
-.

production of income in the form of foreign dividends.”;
(g) @ f~c deletion of paragraphs (u) and (b) of subsection (7);
(h) by the’suii  ~, ltu{.r:.-’for s,lbpm  agraph (ii) of paragraph (d) of subsection (7) of

the following subparagraph: 50
“(ii) are or will be subject to tax at a statutory rate of at least 27 per cent

(after takin,z into account the application of the relevant agreement
for the avoidance of double taxation, if any) without any right of
revovery by any person (other than a right of recovery in terms of an
enticement to carry back losses arising during any year of 55
assessment to any year of assessment prior to such year of
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assessment): Provided that where such desi~nated  country imposes——
tax on that companv  at a progressive scale of statutory rates, the
statut o~
be the highest rate on such scale; or”;

(i) by the deletion of the word “or” at the end of paragraph (d) of subsection (7): 5
(;) by the substitution for subparagraph (i) of paragraph (e) of subsection (i’) of

the following subparagraph:
“(i) relate to any amount of [investment] income which has or will be

included in the income of the shareholder of such company in terms
of section 9D: or”; 10

(k) by the substitution for subparagraph (ii) of paragraph (e) of subsection (7) of
the following subparagmph:

“(ii) have been or will be [included in the taxable income Of such
company] subject to tax in the Republic in terms of this Act; or”;

(1) by the addition of the word “or” at the end of subparagraph (iii) of paragraph 15
(e) of subsection (7);

(m)  by the addition to paragraph (e) of subsection (7) of the following
subparagraph:

“(iv) arose directly or indirectly from any dividends declared by any
company which is a resident; or”; 20

(n) by the addition to subsection (7) of the following paragraph:
‘<

) any company out of profits derived by such company by way of any
foreign dividend which is exempt from tax in terms of the
provisions of this subsection.”;

(o) by the deletion of paragraph (a) of subsection (8); 25
(P) by the insertion after subsection (8) of the following subsections:

“(8A) The Minister may, by notice in the G&ette  to such extent as he
may deem necessary in the national interest and subiect to such I
conditions as he may-prescribe, grant exemption from the ~pplication  of
this section in respect of any dividend received by or accrued to a
resident, which is remitted to the Republic, to the extent that such
dividend is declared from profits derived from any project approved  by. . . . .
the Minister, having regard to- ‘1
(a)
(b)

(c)

(d)

(e)

the economic benefits of such project for the Republic;
the extent to which goods and services will be provided in respect of
such project from the Republic;
the potential effect such project may have on the South African tax
base;
other assistance granted by the State or organ of State in respect of
such projec~ and
such other criteria which the Minister may prescribe by notice in the
Gazette.

(8B) The Minister may withdraw any exemption granted in terms of
subsection (8A), where he is satisfied that any condition imposed in
terms of that subsection has not been complied with.”; and

(9) by the addition of the following subsection:
“(10) The amount of any foreign dividend to be included in the gross

income of any resident in terms of subsection (3), shall be converted to
,’!! . ~umencY of the Republic at the ruling exchange rate app,.,. ‘ licable on the. . . .
date on which such dividend accrued to such resident.”.

—

(2) fu) Subsection (1)(a), (b), (d), (e), (g) and (j) shall come into operation on
1 January 2001, and shall apply in respect of any dividend declared on or after that date.

(b) Subsection (1)(c), ~), (h), (i), (k), (i), (m),  (n) and (q) shall be deemed to have
come into operation on 23 February 2000.

(~) Subsection (1)(o)  shall come into operation on 1 Janu~ 2001.
(d) Subsection (l)(p) -shall come into operation on the date of promulgation of this
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Insertion of section 9F in Act 58 of 1962

12. The following section is hereby inserted after section 9E of the Income Tax Act.
1962:

“Income from foreign sources

9F. (1) For the purposes of this section ‘designated country’ means a
designated country as defined in section 9E.

(2) The amount of any income which shall be exempt from tax in terms
of the provisions of section 10(1 )(kA).  shall be so much of any amount
received by or accrued during the relevant year of assessment to any
company which is a resident from a source outside the Republic, which is
not deemed to be from a source in the Republic, which has been or will be
subject to tax in any designated country at a statutory rate of at least 27 per
cent (after taking into account the application of the relevant agreement for
the avoidance of double taxation, if any, without any right of recovery by
any person (other than a right of recovery in terms of an entitlement to carry
back losses arising during any year of assessment to any year of assessment
prior to such year of assessment): Provided that where such designated
country imposes tax on a company at a progressive scale of statutory rates,
the statutory rate shall for the purposes of this subsection be deemed to be
the highest rate on such scale.

(3) Where it is established to the satisfaction of the Commissioner that
any amount, or any portion of such amount—
(u) received by or accrued to any person which is required to be included

in the gross income of such person; or
(b) which is required to be included in the income of any resident in terms

of the provisions of section 9D,
during any year of assessment, may not be remitted to the Republic during
such year of assessment as a result of currency or other restrictions or
limitations imposed in terms of the laws of the country where the amount
was received or accrued, such amount or any portion thereof shall be
deemed not to have been received or accrued to such person or such
resident during such year and such amount or portion thereof shall be
included in the gross income of such person or such resident during the year
of assessment during which such amount or portion thereof may be so
remitted to the Republic.”.
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Amendment of section 10 of Act 58 of 1962, as amended by section 8 of Act 90 of
1962, section 7 of Act 72 of 1963, section 8 of Act 90 of 1964, section 10 of Act 88 of
1965, section 11 of Act 55 of 1966, section 10 of Act 95 of 1967, section 8 of Act 76
of 1968, section 13 of Act 89 of 1969, section 9 of Act 52 of 1970, section 9 of Act 88
of 1971, section 7 of Act 90 of 1972, section 7 of Act 65 of 1973, section 10 of Act 85 40
of 1974, section 8 of Act 69 of 1975, section 9 of Act 103 of 1976, section 8 of Act 113
of 1977, section 4 of Act 101 of 1978, section’; of Act 104 of 1979, section 7 of Act 104
of 1980, section 8 of Act 96 of 1981, section 6 of Act 91 of 1982, section 9 of Act 94
of 1983, section ;O of ,4,.:t  121  of 1984, section 6 of Act 96 of 1985, section 7 of Act 65
of 1986, section 3 of Let 108 of 1986, section 9 of Act 85 of 1987, section 7 of Act 90 45
of 1988, section 36 of Act 9 of 1989, section 7 of Act 70 of 1989, section 10 of Act 101
of 1990, section 12 of Act 129 of 1991, section 10 of Act 141 of 1992, section 7 of Act
113 of 1993, section 4 of Act 140 of 1993, section 9 of Act 21 of 1994, section 10 of Act
21 of 1995, section 8 of Act 36 of 1996, section 9 of Act 46 of 1996, section 10 of Act
28 of 1997, section 29 of Act 30 of 1998, section 18 of Act 53 of 1999 and section 21 50
of Act 30 of 2000

13. (1) Section 10 of the Inco~oe  Tax Act, 1962, is hereby amended—
(a) by the substitution for subparagraph (ii) of paragraph (cA) of subsection (1) of

the following subparagraph:



“(ii)

?,g

any [South African company] association. corporation or com-
pany contemplated in parwzraph  (u) of the definition of ‘company’
in section 1, all the shares of which are held by any such institution.
board or body. if the operations of such association, corporation or
company are ancillary or complementary to the object of such
institution. board or body:”;

(b) by the substitution for paragraph (cG) of subsection (1) of the following
paragraph:

“(cG) the receipts and accruals of any [persons (other than a
company) who is ordinarily resident in any country other
than the Republic or of an external company which is
managed and controlled in any such country] person who is
not a resident. which are derived by such person [or company]
from carrying on business as the owner or charterer of any ship or
aircraft, if a similar exemption or equivalent relief is granted by
the [said] country of which such person is a resident, to any
[person (other than a company) ordinarily resident in the
Republic or to any domestic company] resident in respect of
any tax imposed in that country on income which may be derived
by such person [or company] from carrying on in such country
any business as owner or charterer of any ship or aircraft;”;

(c) by the deletion of paragraph (dA) of subsection (1);
(d) by the insertion after paragraph (gB) of subsection (1) of the following

paragraph:
“(jc) any—

(i) amount received by or accrued to any resident under the social
security system of any other country; or

(ii) pension received by or accrued to any resident from a source
outside the Republic, which is not deemed to be from a source
in the Republic, in consideration of past employment outside
the Republic;”;

(e) by the substitution for subparagraphs (i) and (ii) of paragraph (h) of subsection
(1) of the following subparagraphs:

“(i) any person (other than a company) [not ordinarily resident nor
carrying] who is not a resident and who does not carry on business
in the Republic; or

(ii) [an external] Q company which is not a resident and which does not
[carrying] ~ on business in the Republic,”;

(f) by the substitution for the first proviso to paragraph (h) of subsection (1) of the
following proviso:

“Provided that, if in the case of any such stock or securities issued in
respect of a loan raised in a country outside the Republic, the Treasury
has, with the approval of the Minister of Finance, given an undertaking
that the interest derived therefrom by any person [not ordinarily] who is
not a resident [in the Republic or by any external company] shall be
exempt from taxes in the Republic, the interest received by or accrued to
such a person [or company] from such of the said stock or securities as
w~re acquired by such person [or company] outside the Republic and
paid for by such person [or company] in the currency of any country
other than the Republic shall be exempt from normal tax even if that
person [or company] carries on business in the Republic:”;

(g) by the substitution for the words preceding the proviso to paragraph (hA) of
subsection (1) of the following words:

“interest received by or accrued to a person [(other than a company)
who is ordinarily resident outside the Republic or a company which
is managed and controlled outside the Republic] who is not a
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resid{:  It:”;
(h) by the sub~~tution for paragraphs (i) and (ii) of the proviso to paragraph (hA)

of subsection (1) of the following paragraphs:

,



40

“ ( i )  the eXelTl@iOIl  UnCiCr  thl S  SeCliOll  Shd[  I1O[  :lpply tO dll~  llatLl121
person who t~~is U( any time [ordinarily] a resident [in the
Republic] if such person h:ls during the year of=assessment  carried
on business in t!le Republic;

(ii) for the purposes of this paragraph [the expression ‘Republic’ shall
include] any person who is a resident of any country which has for
the purposes of app~yin: any regulation made under section 9 of the
Currency and Exchanges Act. 1933 (Act No. 9 of 1933),  been
included in the common monetary area, shall be deemed to be a—
resident of the Republic:”:

(i) by the substitution for paragraph (v) of the proJiso to paragraph (hA) of
subsection (1) of the follouing paragraph:

“(v) the exemption under this paragraph shall not apply to any interest
recei\ed  by or accrued to a company which is [managed and
controlled outside the Republic] not a resident, if such interest is
effecti  I’ely connected with the business carried on by that company
in the Republic:”:

(j) by the substitution for paragraph (i,\)  of subsection (1) of the following
paragraph:

“(iA) in the case of any unit portfolio referred to in paragraph (e)(i) of
the definition of ‘company’ in section 1, so much of the [interest
or foreign dividends contemplated in section 9E] income
received by or accrued to such unit portfolio as has been
distributed, or as the Commissioner is satisfied will be distri-
buted, by way of a dikridend or a portion of a dividend, to persons
who have become entitled to such dividend by virtue of their
being registered as holders of units in such unit portfolio on a date
falling on or after the first day of April, 1971 ;“;

(k) by the substitution for paragraph (au)  of the proviso to subparagraph (i) of
paragraph (k) of subsection (1) of the following paragraph:

“(au) to dividends (other than those distributed out of profits of a

(1)

capital nature and those received by or accrued to or in favour of
any person [not ordinarily] who is neither a resident, nor
carrying on business in the Republic) distributed by a fixed
property company as defined in section 1 of the Unit Trusts
Control Act, 1981 (Act No. 54 of 1981), on shares included in a
unit portfolio comprised in any unit trust scheme in property
shares authorized under the said Act; or”;

by the substitution for subparagraph (A) of paragraph (bb) of the proviso to
paragraph (k) of subsection (1) of the following subparagraph:

“(A) out of [interest] income derived by such unit portfolio which is
exempt from tax in the hands of such unit portfolio under the
provision of paragraph (iA); and”;

(m) by the addition of the word “or” at the end of paragraph (cc) of the proviso to
subparagraph (i) of paragraph (k) of subsection ( 1):

(n) by the substitution for paragraph (old) of the proviso to subparagraph (i) of
paragraph (k) of subsection (1) of the-following item:

“(old) to the amount of any foreign dividend contemplated in section 9E
received by or accrued to any resident [as defined in section 9C]; ”;

(o) by the insertion after paragraph (k) of subsection (1) of the followirg
paragraphs:

“(kA) so much of any amount received by or accrued to any company
which is a resident from a source outside the Republic as
determined in accordance with the provisions of section 9F(2); 1

(1) any amount received by or accrued to any person which amount has
been subject to withholding tax in terms of the provisions of section
9<.**.
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(p) by the substitution for  p:lrtisyaph (o)  of subsection ( I ) of the following
paragraph:

“(o) any remuneration derived by any person-–
~ as an oflicer or crew member of a ship en~aged—

[(i)]@ in the international transportation for reward of
passengers or goods: or

[(ii) ](bbj in the prospecting (including surveys and other
exploratory work) for, or the mining of, any minerals
(including natural oils) from the seabed outside the
continental shelf of the Republic as contemplated in
section 8 of the Maritime Zones Act. 1994 (Act No.
15 of 1994). where such officer or crew member is
employed on board such ship solely for the purposes
of the ‘passage’ of such ship, as defined in the
Marine Traffic Act. 1981 (Act No. 2 of 198 1),

if such person was outside the Republic for a period or
periods exceeding 183 full days in aggregate during the
year of assessment; Q —

(ii) in respect of services rendered outside the Republic by such
person for or on behalf of any employer, if such person was
outside the Republic—
(au) for a period or periods exceeding 183 full days in

aggregate during any 12 months period commencing or
ending during a year of assessment; and

(bb) for a continuous period exceeding 60 full days during
such period of 12 months,

and such services were rendered during such period or periods:
Provided that the provisions of this subparagraph shall not
apply in respect of any remuneration derived in respect of the
holding of any office or from services rendered for or on behalf
of any employer, as contemplated in section 9(1)(e);”;

(q) by the substitution for paragraph (p) of subsection (l) of the following
paragraph:

“(p) any amount received by or accrued to any person who is not
[ordinarily] g resident [in the Republic], for services rendered or
work or Iabour  done by him outside the Republic for or on behalf of
any employer in the national or provincial sphere of government
[including the Railway Administration and any provincial
administration] or any local authority in the Republic or [the
South African Tourist Corporation or the Council for Scientific
and Industrial Research] any national or provincial public entity if
not less than 80 percent of the expenditure of such entity is defrayed
directly or indirectly from funds voted by Parliament, if such
amount is chameable with income tax in the country in which he is
ordinarily resi~ent  and the income tax so chargeable is borne by
himself and is not paid on his behalf by the Government, the
[provincial administration or] local authority concerned or [the
said Corporation or the said Council] such public e@;”;

(r) by the deletion of the word “and” at the end of subparagraph (iii) of paragraph
(zH) of subsection (1); and

(.s) by the addition to paragraph (zH) of subsection (1) of the following
subparagraphs:

“@ the Small, Medium Enterprise Development Programme,  which
came into o~eration on 1 September 2000; and——— . .—-. -.—.
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(vi) the Critic~l  Inft-astructure  Prmmamme.  which came  into operation
c m  I  Septembe]  2 0 0 0 . ” .  “—

(2) Subsection ( 1 )(r) and (s) shall hc dwmcd to have come into operation on 1
September 2000.

Amendment of section 10A of Act 58 of’ 1962, as inserted by section 8 of Act 65 of’
1973 and amended by section 11 of Act 85 of 1974, section 8 of Act 113 of 1993,
section 11 of Act 21 of 1995, section 11 of Act 28 of 1997 and section 19 of Act 53 of
1999

14. Section 10A of the Income Tax Act, 1962. is hereby amended by the substitution
for the words preceding the proviso to subsection (4) of the following words:

“The statutory actuary of an insurer who is a party to an annuity contract shall,
before payment of the first annuity amount is made under such contract, or [where
such payment was made before the date on which this section or section 9C
comes into operation. within one month after the date, or in either case] within
such period as the Commissioner may allow, make a calculation (with due regard
to the provisions of subsection (5)) in the manner prescribed in paragraph (a) of
subsection (3) or, if the provisions of paragraph (b) of that subsection are
applicable, in accordance with that paragraph, of the capital element of all the
annuity amounts to be paid under the said contract:”.

Amendment of section 11 of Act 58 of 1962, as amended by section 9 of Act 90 of
1962, section 8 of Act 72 of 1963, section 9 of Act 90 of 1964, section 11 of Act 88 of
1965, section 12 of Act 55 of 1966, section 11 of Act 95 of 1967, section 9 of Act 76
of 1968, section 14 of Act 89 of 1969, section 10 of Act 52 of 1970, section 10 of Act
88 of 1971, section 8 of Act 90 of 1972, section 9 of Act 65 of 1973, section 12 of Act
85 of 1974, section 9 of Act 69 of 1975, section 9 of Act 113 of 1977, section 5 of Act
101 of 1978, section 8 of Act 104 of 1979, section 8 of Act 104 of 1980, section 9 of
Act 96 of 1981, section 7 of Act 91 of 1982, section 10 of Act 94 of 1983, section 11
of Act 121 of 1984, section 46 of Act 97 of 1986, section 10 of Act 85 of 1987, section
8 of Act 90 of 1988, section 8 of Act 70 of 1989, section 11 of Act 101 of 1990, section
13 of Act 129 of 1991, section 11 of Act 141 of 1992, section 9 of Act 113 of 1993,
section 5 of Act 140 of 1993, section 10 of Act 21 of 1994, section 12 of Act 21 of 1995,
section 9 of Act 36 of 1996, section 12 of Act 28 of 1997, section 30 of Act 30 of 1998,
section 20 of Act 53 of 1999 and section 22 of Act 30 of 2000

15. Section 11 of the Income Tax Act, 1962, is hereby amended—
(u) by the substitution for the words preceding paragraph (u) and paragraph (a) of

the following words and paragraph:
“For the purpose of determining the taxable income derived by any
person from carrying on any trade [within the Republic], there shall be
allowed as deductions from the income of such person so derived—
(u) expenditure and losses actually incurred [in the Republic] in the

production of the income, provided such expenditure and losses are
not of a capital nature;”;

(b) by the deletion of paragraph (b);
(c) by the addition to the proviso to paragraph (e) of the following oar~~np+:

“@_  where any such machinery. plant, implement, utensil ,:: article w ~’—— — -----

‘]

used by the taxpayer during any previous financial year or years for
the purposes of any trade carried on by such taxpayer, the receipts
and accruals of which were not included in the income of such
taxpayer during such year or years, the Commissioner shall take
into account the period of use of such asset during such previous
year or years in determining the amount by which the value of such
machinery, plant, implement, utensil or article has been dimin-
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(d) by the substitution for srrbpwrgraph  (ii) of paragaph  (sA) of the Iollouin:
subparagraph:

“(ii ) in obtaining any patent or the restoration of any patent under the
Patents Act. 197S, or d]e registration of any design under the
Designs Act, 1993, or the registration of any trade mark under the
Trade Marks Act. 1993, or under similar laws of any other country:

,.,

(e) by the sut%itition  for the words preceding subparagraph (A) of paragraph
(cc) of the proviso to ptiragraph (gA) of the following words:

“no allowance shall be made in respect of any such invention. patent,
design, trade mark, copyright or other property or knowledge so acquired
or obtained by the taxpayer on or after 24 June 1988, but prior to 1 July
1993 fi-om any other person who is a resident of the Republic or who is
ordinarily resident in a neighboring country (or, in the case of a
company. [a dome=tic  company or a company] ~ incorporated
[managed or controlled] or has its place of effective management in a
neighboring country), if—;

(fl by the substitution for paragraph (old) of the proviso to paragraph (gA) of the
following paragraph:

“(cM) where any such invention, patent, design, trade mark, copyright or
other property or knowledge was so acquired or obtained by the
taxpayer on or after 1 July 1993 from any other person who is a
resident of the Republic or who is ordinarily resident in a
neighboring country (or, in the case of a company, [a domestic
company or a company] ~ incorporated [managed or controlled]
or has its place of effective management in a neighboring country),
and who is a connected person in relation to the taxpayer, the
allowance under this paragraph shall be calculated on an amount not
exceeding the lesser of the cost of such invention, patent, design,
trade mark, copyright or other property or knowledge to such
connected person or the market value thereof as determined on the
date upon which such invention, patent, design, trade mark,
copyright or other property or knowledge was acquired or obtained
by the taxpayer;”

(g) by the substitution for paragraph (gB) of the following paragraph:
“(gB) expenditure (other than expenditure which has qualified in whole or

part for deduction or allowance under any of the other provisions of
this section) actually incurred by the taxpayer during the year of
assessment in obtaining the extension of ths term of any patent
under the Patents Act, 1978 (Act No. 57 of 1978), or the extension
of the registration period of any design under the Designs Act, 1993
(Act No. 195 of 1993), or the renewal of the registration of any trade
mark under the Trade Marks Act, 1993 (Act No. 194 of 1993), q
under similar laws of any other country, if such patent, design or
trade mark is used by the taxpayer in the production of his income
or income is derived by him therefrom;”;

(h) by the deletion of paragraph (gC);
(i) by the substitution for the words following subparagraph (~ Ii) ofc:_rragraph (o)

and preceding the proviso thereto of the fGllowing  WO::I:.
“which have been scrapped by such taxpayer during the yew of
assessment, such allowance to be the excess of the original cost to Si]ch
taxpayer of such building (or portion thereof), improvements (or portion
thereof) to such building, shipbuilding structure, improvements to such
shipbuilding structure, residential unit, permanent work, road pavement,
ancillary service, machinery, plan&, implements, utensils, a~licles,
transmission line or cable or railway line over the total amount arrived at
by adding—
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(M)

all the LII1OWJIICCS  IIIXle  In Icspcct  thereof under the provisions of
paraglmph  (e) (it’  [his wc.ti  on. or scctiol]  1 2( 1 ). 01

- section 12( I ) as
a p p l i e d  by sec  IIon 12(3).  or section 12A(2),  or section 12B, m
section 12C.  cr section  12D.  0]- section 13(  1 ), m section 13(  I ) m
:ipplied  by section 13(4) or (8), or section 13/?i~( 1 ). (2) or (3). or 5
sec(ioll ] 3tC~rf ~) Or (s). or section ] 4( I )(cr}  or (b). or the correspond-
ing provis ions  of’ any pre\’ioLls  Income Tax Ac(. or section
14bis(  1 )(a), (b) or (c). or section 24F. or section 24G, or section
~7(~)(/~) or (d): or
in the case of ans buildin:  (or portion thereof), improvements (or 10
portion thereof) to such building. shipbuilding structul-e, improve-
ments to such shipbuilding structure, residential unit, permanent
work. mad pavement, ancillary  service, machinery, plant, imple-
ments. utensils. articles. transmission line or cable or railway line,
which was during any previous financial year or years used by the
taxpayer in the course of any trade carried on by such taxpayer. the
receipts and accruals of which were not included in the income of
such taxpayer during such year or years, all the allowances which
could have been made in terms of the provisions referred to in item
(CM) as if such receipts and accruals had been included in such
taxpayer’s income.

to an~amount  or the value of any advantage accruing to the taxpayer in
respect of the sale or other disposal of such building, shipbuilding
structure, improvements, residential unit, permanent work, road pave-
ment, ancillary service. machinery. plant, implements, utensils, articles,
transmission line or cable or railway line:”’.

Amendment of section llbis of Act 58 of 1962, as inserted by section 10 of Act 90 of
1962, and amended by section 9 of Act 72 of 1963, section 11 of Act 55 of 1966,
section 12 of Act 95 of 1967, section 10 of Act 76 of 1968, section 15 of Act 89 of 1969,
section 11 of Act 52 of 1970, section 9 of Act 90 of 1972, section 10 of Act 65 of 1973,
section 13 of Act 85 of 1974, section 10 of Act 69 of 1975, section 10 of Act 103 of
1976, section 10 of Act 113 of 1977, section 10 of Act 96 of 1981, section 8 of Act 91
of 1982, section 11 of Act 94 of 1983, section 7 of Act 96 of 1985, section 9 of Act 90
of 1988, section 9 of Act 70 of 1989, section 14 of Act 129 of 1991 and section 1 of Act
49 of 1996

16. Section 1 Ibis of the Income Tax Act, 1962, is hereby amended—
(a) by the substitution for paragraph (ii) of the proviso to subsection (3) of the

following paragraph:
“(ii) any amount by which the marketing expenditure is reduced under

paragraph (i) shall be deemed for the purposes of this section to be
an amount of marketing expenditure which was incurred in the
succeeding year of assessment and which was allowed to be
deducted from his income under section 11 [or 17] during such
year.”:

(b) by the substitution for the words preceding paragraptl  (a J of subsection (4) of
the following words:

‘“For  the purposes of subs~ction (3) thu r~!a~~,>tlr,~ xp~~.iil~re  on which
the marketing allowance is to be calculated shali be so much of the
expenditure incurred by the exporter during the year of assessment and
allowed to be deducted from his income under  [sections] section 11 [and
17] as is proved to the satisfaction of the Commissioner to have been
incurred directly—:

(c) by the substitution for the -words followiilg paragraph (e) of subsection (4A) of
the following words:

“so much of such expenditure as the Commissioner is satisfied “/as in
effect borne by any producer of any pastoral, agricultural o! other
farming produce exported by the said Association or by any such
committee, board, society or company or by some other person under
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markc[ins  arr:mgemtnts  ccn~rolled  b) [he said Association m by such
commi[tee.  board.  societ! or company. shall for the purposes of this
section be deemed  to be m.wlwing  expenditure incurred by such
producer. profided such expenditure. bad it been incur-red directly h~
such producer. uould  ha}c I-:inkecl for deduction from his income under
section i 1 [or 17], and. u’here such expenditure was incurred by any such
co-operati  I’e agricultural societv or cmnp:iny or farmers’ special
co-operatile  company. the expenditure shall be excluded from any
marketing expenditure taken into account for the purposes of any
allowance to such society or company under this section.”.

.4mendment  of section 12B of Act 58 of 1962, as inserted by section 11 of Act 90 of
1988 and amended by section 13 of Act 101 of 1990,.  section 10 of Act 113 of 1993,
section 6 of Act 140 of 1993 and section 13 of Act 28 of 1997

17. Section 12B of the Income T~x Act. 1962. is hereby amended by the insertion after
subsection (4A) 01 the following subsection:

“(4B) Where any asset in respect of which any deduction is claimed in terms of
this section was during any preJious financial year brought into use for the first
time by the taxpayer for the purposes of any trade carried on by such taxpayer, the
receipts and accruals of which were not included in the income of such taxpayer
during such year, any deduction which could have been allowed in terms of this
section during such previous year or any subsequent year that such asset was used
by such taxpayer shall for the purposes of this section be deemed to have been
allowed during such previous year or years as if the receipts and accruals of such
trade had been included in the income of such taxpayer.”.

Amendment of section 12C of Act 58 of 1962, as inserted by section 14 of Act 101 of
1990 and amended by section 11 of Act 113 of 1993, section 7 of Act 140 of 1993,
section 11 of Act 21 of 1994 and section 13 of Act 21 of 1995

18. Section 12C of the Income Tax Act, 1962, is hereby amended—
(a) by the insertion after subsection (4) of the following subsection:

“(4A) Where any asset in respect of which any deduction is claimed in
terms of this section was during any previous financial year brought into
use for the first time by the taxpayer for the purposes of any trade carried
on by such taxpayer, the receipts and accruals of which were not included
in the income of such taxpayer during such year, any deduction which
could have been allowed in terms of this section during such previous
year or any subsequent year that such asset was used by such taxpayer
shall for the purposes of this section be deemed to have been allowed
during such previous year or years as if the receipts and accruals of such
trade had been included in the income of such taxpayer.”; and

(b) by the substitution for subsection (5) of the following subsection:
“(5) The deductions which may be allowed or deemed to have been

allowed in terms of this section and section 11 (o) in respect of any asset
shall not in the aggregate exceed the cost to the taxpayer of such xset.”.

Amendment of section 12D of .Act 58 :,: i>~iti, as “- sei f(~d l)y section 23 of Act 30 of
2000

5

10

15

20

25

30

35

40

45

19. ( 1 ) Section 12D of the Income Tax Act. 1962, is hereby arnended—
(u) by the substitution for subsection (2) of the following subsection:

“(2) In respect of any new and unused affected asset which—



(o) is owned by the mxpayer tind is brought into use for the tirst time by
such taxpayer on or af[er  the effec[i!e  dtite: and

(b) is used directly b! such taxpayer[—
(i) in the production of his income: and

(ii)] in carryiny on his sole business of—
[(aa)]Q Ihe transportation of persons. goods, thing, or

natural oil: or
[(bb)](ii) the transmission of electricity or any telecommuni-

cation signal,
(here shall be allowed to be deducted an allowance in respect of the cost
actually incurred by the taxpayer in respect of the acquisition of such
asset LO the extent that such affected asset is used in the production of his
income.”;

(b) by the insertion after subsection (3) of the following subsection:
“(3A) Where any affected asset in respect of which any deduction is

claimed in terms of this section was during any previous financial year
brought into use for the first time by the taxpayer for the purposes of any
trade carried on b} such taxpayer, the receipts and accruals of which
were not included in the income of such taxpayer during such year, any
deduction which could have been allowed in terms of this section during
such previous year or any subsequent year in which such asset was used
by such taxpayer shall for the purposes of this section be deemed to have
been allowed during such previous year or years as if the receipts and
accruals of such trade had been included in the income of such

5

10

!s3J?s@”;  and
(c) by the substitution for subsection (6) of the following subsection:

“(6) The deductions which may be allowed or deemed to have been
allowed in terms of this section and any other provision of this Act in———
respect of the cost of any affected asset shall not in the aggregate exceed
the amount of such cost.”.

(2) Subsection (1 )(a) shall be deemed to have come into operation on 23 February
2000.

Amendment of section 13 of Act 58 of 1962, as amended by section 12 of Act 90 of
1962, section 5 of Act 6 of 1963, section 11 of Act 72 of 1963, section 12 of act 90 of
1964, section 14 of Act 88 of 1965, section 17 of Act 55 of 1966, section 13 of Act 52
of 1970, section 13 of Act 88 of 1971, section 12 of Act 90 of 1972, section 13 of Act
65 of 1973, section 16 of Act 85 of 1974, section 13 of Act 69 of 1975, section 7 of Act
101 of 1978, section 10 of Act 104 of 1980, section 14 of Act 96 of 1981, section 10 of
Act 96 of 1985, section 12 of Act 85 of 1987, section 12 of Act 90 of 1988, section 12
of Act 113 of 1993, section 11 of Act 46 of 1996 and section 22 of Act 53 of 1999

20. Section 13 of the Income Tax Act, 1962, is hereby amended—
(a) by the insertion after subsection (1) of the following subsection:

“( 1A) Where any building in respect of which any deduction of an
allowance is claimed in terms of this section was during any previous
financial year or years used by the taxpayer for the purposes of any trade
carried on by such ta :payer, the receipts and accruals of which were not
included in ‘i. < .,: u[~,,= of “jrh ta..iayer  during such year or years, any
deduction which could lia~~ been allowed during such previous year or
years in terms of this section shall for the purposes of this section be
deemed to have been allowed during such previous year or years as if the
receipts and accruals of such trade had been included in the income of
such taxpayer.”: and

(b,) by :he substit~ticm  for subsectio~l (2) of the following subsection:
“(2) The aggregate of the allowances allowed under subsection(l) or

the corresponding provisions of any previous Income Tax Act, or deemed
to have been allowed in terms of SU3 section (1A), in respect of any
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building or impro~ements  sh~li not exceed the cost (after the deduction
of any amount referred to in subsection (3) or the corresponding
provisions of an)’ previous Income T:ix Act) of such building or
improvements, as the case may be, less the ag,gre~ate of any allowances
made to the taxpayel- in respect of’ such building or improvements, as the 5
case may be, under subsection (7) or section 1 l(~) or the corresponding
provisions of any preJious Income Tax Act.”.

Amendment of section 13bis ot’Act 58 of 1962, as inserted by section 15 of Act 88 of
1965, and amended by section 18 of Act 55 of 1966, section 14 of Act 95 of 1967,
section 14 of Act 88 of 1971, section 14 of Act 69 of 1975, section 13 of Act 94 of 1983, 10
section 46 of Act 97 of 1986, section 13 of Act 90 of 1988, section 13 of Act 113 of
1993 and section 12 of Act 21 of 1994

21. Section 13bis of the Income Tax Act. 1962. is hereby amended—
(a) by the insertion of the followinz subsection after subsection (3):

(b)  by

“(3A) Where any build~ng in respect of which any deduction of an
alIowance  is claimed in terms of this section was during any previous
financial year or years used by the taxpayer for the purposes of any trade
carried on by such taxpayer, the receipts and accruals of which were not
included in the income of such taxpayer during such year or years, any
deduction which could have been allowed during such previous year or
years in terms of this section shall for the purposes of this section be
deemed to have been allowed during such previous year or years as if the
receipts and accruals of such trade had been included in the income of
such taxpayer.”; and

the substitution for subsection (5) of the following subsection:
“(5) The aggregate of the allowances under the preceding provisions

of this section and subsection ( 1 ) of section rhirfeen, as applied by
subsection (4) of that section, and the corresponding provisions of any
previous Income Tax Act, or any amount deemed to have been allowed in
terms of subsection (3A), in respect of the cost of any building or portion
thereof or arw improvements or uortion thereof shall not exceed such. . i
cost or, if such allowances have been calculated on a portion of such cost,
such portion.”.

Amendment of section 13ter of Act 58 of 1962, as inserted by section 13 of Act 91 of
1982, and amended by section 14 of Act 94 of 1983

22. Section 13ter of the Income Tax Act, 1962,  is hereby amended—
(a) by the insertion after subsection (6) of the following subsection:

“(6A) Where any building in respect of which any deduction of an
allowance is claimed in terms of this section was during anv previous I
financial year or years used by the taxpayer for the purpo~es  o; &y trade
carried on by him the receipts and accruals of which were not included in
the income of such taxpayer during such year or years, any deduction
which could have been allowed during such previous year or years in
t,:rms  cc this section shall for the purposes of this section (excluding the
1; . ,;Io.3s of sub:? .,. “on (7)(a))  be deemed to have been allowed during
such pre’vi~us  war  or years as if the receipts and accruals of such trade
had b~en included in the income of such taxpayer.”; and—.. .—.——

(b) by the substitution for subsection (10) of the following subsection:
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“(10) The aggregate of the allowances allowed or deemed to have
been allowed under the preceding provisions of this section in respect of 50
the cost of any residential unit shall not exceed such cost or, if such
allowances have been calculated on a portion of such cost, such
portion.”.
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.4menciment of section 14 of Act 58 of 1962, as substituted by section 19 of Act 55
of’ 1966 and amended by section 17 of.Aci 85 of 1974, section 12 of Act 103 of 1976,
section 11 of Act 104 of 1979, section 10 of Act 65 of 1986, section 14 of Act 113 of
1993, section 8 of Act 140 of 1993. section 1-4 of.4ct  21 of 1995 and section 14 of Act
28 of 1997

23. Section 14 of the Income Tax Act. 1962. is hereby anlended—
(a) by the substitution for the j} mds preceding paragraph (a) of subsection ( 1 ) of

the follouring  words:
“There shall be allowed to be deducted from the income of any [person
referred to in section 9(1)(c)] resident who carries on any business as
owner or charterer of anv ship—”;

(b) by the substitution for the words preceding paragraph (a) of subsection (lC)
of the following words:

“Where on or after 1 January 1974 any [South African company]
association, corporation or company contemplated in paragraph (a) of
the definition of ‘cornpan y’ in section 1 (being a [person referred to in
section 9(1 )(c)] resident who carries on any business as owner or
charterer of any ship) has concluded a contract for the acquisition by it of
a ship and such company (hereinafter referred to as the taxpayer
company) satisfies the Commissioner that—”; and

(c) by the substitution for the definition of “South African ship” in subsection (2)
of the following definition:

“ ‘South African ship’ means—
(a) a ship which is owned by a [person referred to in section 9(l)(c)]

resident who carries on any business as owner or charterer of any
~, if such ship is a South African ship as defined in section 2 of
the Merchant Shipping Act, 1951 (Act No. 57 of 1951); or

(b) if the Minister [of Finance], having regard to the circumstances of
the case, so directs, a ship which is owned by a company (in this
section referred to as a subsidiary company) which is managed and
controlled in the Republic if the sole beneficial shareholder in that
company is [a South African company] an association, corpora-
tion or company contemplated in para,uaph  (a) of the definition of
‘company ‘ in section 1 (in this section referred to as a parent
company) which is managed and controlled in the Republic.”.

Amendment of section 14bis of Act 58 of 1962, as inserted by section 16 of Act 88 of
1965 and amended by section 15 of Act 141 of 1992, section 15 of Act 113 of 1993,
section 9 of Act 140 of 1993 and section 15 of Act 21 of 1995

24. Section 14bis of the Income Tax Act, 1962, is hereby amended—
([{)  by the substitution for the words preceding the proviso to paragraph (b) of

subsection (1) of the following words:
“if such person is a [person referred to in paragraph (c) of subsection
(1) of section nine] resident who carries on any business as owner or
charterer of any aircraft and sNch [pm-son] resident on or after the first
day of April, 1965, concludes ;> ~ .ti ~ct for the acquisition by him of a
new aircraft (whether built or still to be ~oilt). tir of an aircraft which is
not new and is prov’ed  to the satisfaction of the Secretary for Transport at
all times since its construction to have been maintained in the highest
class applicable to an aircraft of its type, and such [person] resident
satisfies the Commissioner that the aircraft in question is or will be
registered by him in the Republic and is or will be used by him in his
business of transporting by air and for reward persons, livestock, goods
or mail, an allowance in respect of the year of assessment during which
such contract is concluded equal to forty per cent of the adjustable cost to
such [person] resident of that aircraft. or, if at the time at which the
allowance under this paragraph has to be made. the cost price of the
aircraft has not yet been determined, of the adjustable estimated cost
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taxable income deriled  by such beneficiary or trust. m the case may
be.”;

(c) by the substitution for subsection (5) of the following subsection:
“(5) The amount by which the sum of the deductions and allowances

contemplated in subsection (4) exceeds the income contemplated in that
subsection. shall—
~ be deemed to be a deduction or allowance which may be made in the

determination of the taxable income of the trust during such year of
assessment: Provided that the sum of such deductions and
allourances shall be limited to the taxable income of such trust
during such year of assessment as calculated before allowing any
deduction or allowance under this subsection; ~

~ where the trust is not subject to tax in the Republic, be carried
forward and be deemed to be a deduction or allowance which may
be made in the determination of the taxable income derived by such
beneficiary by way of income referred to in subsection (1) during
the immediately succeeding year of assessment.”; and

(d) by the addition of the following subsection:
“(7) The provisions of subsections (4), (5) and (6) shall not apply in

respect of any income which is deemed to have accrued to any
beneficiary in terms of subsection (1), where such beneficiary is not
subject to tax in the Republic on such income.”.

(2) Subsection (1) shall come into operation on 1 March 2001.

Insertion of section 25D in Act 58 of 1962

33. The following section is hereby inserted after section 25C of the Income Tax Act,
1962:

“Determination of taxable income or losses in foreign currency

25D. The amount of any taxable income derived by any resident from a
source outside the Republic (other than by way of any foreign dividend as
contemplated in section 9E), shall be determined in the relevant currency of
the country from where the income is derived and the amount of the taxable
income so determined shall be converted on the last day of the relevant year
of assessment to the currency of the Republic and the ruling exchange rate
at that date, or any other exchange rate or rates as the Commissioner may
approve taking into account the ruling exchange rates during such year of
assessment, shall be applied to determine the value of the amount of the
taxable income so derived.”.

Amendment of section 27 of Act 58 of 1962, as amended by section 17 of Act 113 of
1977, section 11 of Act 101 of 1978, section 19 of Act 104 of 1980, section 21 of Act
96 of 1981, section 15 of Act 96 of 1985, section 18 of Act 85 of 1987, section 22 of
Act 90 of 1988, section 28 of Act 129 of 1991, section 23 of Act 141 of 1992, section
23 of Act 113 of 1993 and section 15 of Act 36 of 1996

“34. Section 27 of the Income Tax Act, 1962, is hereby amended by the substitution for
the proviso to paragraph (a) of subsection (2) of the following proviso:
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“Provided that the amounts allowed as deductions under this paragraph shall not in 45
the aggregate exceed an amount which bears to the taxable income of such
agricultural co-operative for the year of assessment (as calculated before allowing
any deductions under this paragraph and [sections] section 1 ibis [and 21ter] and
before setting off any balance of assessed loss brought forward from a previous
year of assessment) the same ratio as the aggregate value of the business conducted 50
by s ch agricultural co-operative with its members during such year bears to the
aggregate value of all business conducted by it during such year;”.



Amendment of section 28bis of Act 58 of 1962, as inserted by section 19 of Act 88 of
1965 and amended by section 25 of Act 89 of 1969, section 25 of Act 85 of 1974,
section 18 of Act 113 of 1977, section 23 of Act 94 of 1983 and section 34 of Act 30
of 2000

35. Section XShis of the Income Tax Act, 1962. is hereh~ amended by the substitution 5
for paragraphs (a) and (b) of subsection (1) of the following paragraphs:

“(a) that any company (hereinafter referred to as the subsidiary) which is
[incorporated, managed and controlled in tbe Republic] a resident has
under an arrangement with any other company (hereinafter referred to as the
foreign company) which is [incorporated, managed and controlled outside 10
the Republic] not a resident, acquired all the assets and assumed all the
liabilities of the foreign company relating to any industrial, commercial or
other business undertaking of the foreign company in the Republic which has
been transferred by the foreign company to the subsidiary as a going concern;
and 15

(b) that at the time the arrangement was implemented, all the issued shares of the
subsidiary were held for its own benefit by the foreign company or a company
which was [incorporated, managed and controlled outside the Republic]
not a resident and was controlled by or controlled the foreign company,”.

Amendment of section 29A of Act 58 of 1962, as inserted by section 30 of Act 53 of 20
1999

36. Section 29A of the Income Tax Act, 1962, is hereby amended by the deletion of
paragraph (c) of subsection (11).

Amendment 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 and section 31 of Act 53 of 1999 25

37. Section 31 of the Income Tax Act, 1962, is hereby amended—
(a) by the substitution for the definition of “international agreement” in

subsection ( 1 ) of the following definition:
“ ‘international agreement’ means a transaction, operation or scheme
entered into between— 30
(u) (i) a [person who, in the case of a natural person, is ordinarily

resident in the Republic or in the case of a person other
than a natural person, is managed or controlled in the
Republic] resident; and

(ii) any other person who [in the case of a natural person, is 35
ordinarily resident outside the Republic or in the case of a
person other than a natural person, is managed or
controlled outside the Republic] is not a resident; or

(b) (i) a person who [in the case of a natural person, is ordinarily
resident outside the Republic or in the case of a person 40
other than a natural person, is managed or controlled
outside the Republic] is not a resident; and

(ii) any other person who [in the case of a natural per<i}!i,,  L

ordinarily resident outside the Republic or in the case of a
person other than a natural person, is managed or 45
controlled outside the Republic] is not a resident,

for the supply of goods or services to or by a permanent
establishment [as contemplated in section 9C(1)] of either of such
persons in the Republic; or

(c) (i) a person who [in the case of a natural person, is ordinarily 50
resident in the Republic or in the case of a person other
than a natural person is managed or controlled in the
Republic] is a resident; and



(ii)

70

any other person who [in the case of
ordinarily” resident in the Republic
person other than a natural person
trolled in the Republic] is a resident,

f o r  the supply of .zoods  o r  s e r v i c e s  t o

a natural person, is
or in the case of a
is managed or con-

or by a permanent
establishme’n;  ~as con~emplated  in section 9C(1 )] &f either of such
persons outside the Republic;”; or
Q a person who is a resident; and
g) any other person who is a resident,
where either of such persons is as a result of the application of the
provisions of anv agreement entered into by the Republic for the
prevention of double taxation, not subject to tax in the Republic;
and”;

(b) by the insertion after the definition of “international agreement” in subsection
(1) of the following definition:

“ ‘permanent establishment’ means a permanent establishment as
defined from time to time in Article 5 of the Model Tax Convention on
Income and on Capital of the Organisation for Economic Co-operation
and Development;”;

(c) by the substitution for the words preceding subparagraph (i) of paragraph (a)
of subsection (3) and subparagraphs (i) and (ii) of the following words and
subparagraphs:

“Where any [natural person ordinarily resident outside the Republic
or any person other than a natural person who is managed or
controlled outside the Republic] person who is not a resident
(hereinafter referred to as the investor) has granted financial assistance
contemplated in paragraph (c) of the definition of ‘services’ in subsection
(1), whether directly or indirectly, to-
(i) any connected person (in relation to the investor) who [in the case

of a natural person, is ordinarily resident in the Republic or in
the case of a person other than a natural person, is managed or
controlled in the Republic] is a resident; or

(ii) any other person (in whom he has a director indirect interest) other
than a natural person, [who is managed or controlled in the
Republic] which is a resident (hereinafter referred to as the
recipient) and, by virtue of such interest, is entitled to participate in
not less than 25 per cent of the dividends, profits or capital of the
recipient, or is entitled, directly or indirectly, to exercise not less
than 25 per cent of the votes of the recipient,”.

Amendment of section 33 of Act 58 of 1962, as amended by section 26 of Act 85 of
1974 and section 28 of Act 113 of 1993

38. Section 33 of the Income Tax Act, 1962, is hereby amended by the substitution for
subsection ( 1 ) of the following subsection:

“(l) Any person [(not being a person ordinarily resident in the Republic or
a domestic company)] other than a resident who embarks passengers or loads
livestock, mails or goods in the Republic, as an owner or char-term :::..,; ship or
aircraft, shall be deemed to have derived therefrom (apart from any taxable income-
derived by him from other sources) a taxable income of 10 per cent of the amount
payable to him or to any agent on his behalf, whether the amount be payable in or
outside the Republic, in respect of passengers, livestock, mails and goods so
embarked or loaded, but the provisions of this section shall not apply to any such
person who renders accounts which satisfactorily disclose the taxable income
derived by him from the embarking of passengers or the loading of livestock, mails
and goods as aforesaid.”.
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Amendment of section 35 of Act 58 of 1962, as amended by section 20 of Act 90 of
1962, section 20 of Act 65 of 1973, section 27 of Act 85 of 1974, section 24 of Act 94
of 1983 and section 21 of Act 21 of 1994

39. Section 35 of the Income Tax Act, 1962, is hereby amended—
(a) by the substitution for subsection (1) of the following subsection:

“(1 ) Any person (other than a resident) by whom any amo~nt is
received or to whom any amount accrues by virtue of—
(a) the use or right of use in the Republic of, or the grant of permission

to use in the Republic—
(i) 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), or
any model, pattern, plan, formula or process or any other
property or right of a similar nature; or

(ii) any motion picture film, or any film or video tape or disc for
use in connection with television, or any sound recording or
advertising matter used or intended to be used in connection
with such motion picture film, film or video tape or disc,

wheresoever such patent, design, trade mark, copyright, model,
pattern, plan, formula, process, property, right, motion picture film,
film, video tape or disc, sound recording or advertising matter has
been produced or made or such right of use or permission has been
granted or payment for such use, right of use or grant of permission
has been made or is to be made, and whether such payment has been
made or is to be made by a person resident In or outside the
Republic; or

(b) the imparting of or the undertaking to impart any scientific,
technical, industrial or commercial knowledge or information for
use in the Republic, or the rendering of or the undertaking to render,
any assistance or service in connection with the application or
utilisation of such knowledge or information, wheresoever such
knowledge or information has been obtained or such knowledge or
information has been imparted or is to be imparted or such
assistance or service has been rendered or is to be rendered or any
such undertaking has been given, and whether payment for such
knowledge, information, assistance, service or undertaking has
been made or is to be made by a person resident in or outside of the
Republic,

shall be liable for tax, to be known as the withholding tax on royalties,
which shall be levied and paid for the benefit of the National Revenue
Fund at a rate of 12 per cent of such amount: Provided that the provisions
of this subsection shall not apply in respect of any amount which is
received by or accrues to any—
(i)

(ii)

company which is not a-resident, if soch amount  is derived by such
company from any trade carried on tl~, . . @ n branch  or .Sency in
the Republic and such amount is subject to tax in the Republic;
person (other than a person whose place of residence is in a
neighboring country) in respect of the use (otherwise than for
advertising purposes in connection with any motion picture film or
otherwise than in connection with television) in any printed
publication of any copyright as aforesaid.”;

(b) by the substitution for the words preceding the proviso to paragraph (a) of
subsection (2) of the following words:

“Any person who incurs a liability to pay to any other person [(not keing
a person] who is [ordinarily] not a resident [in the Republic or a
company which has its place of effective management inside the
Republic]) any amount referred to in [section 9(l)(b) or (bA)]
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subsection ( I). or who receives payment of any such amount on behalf of
such other person, shall within 14 days after the end of the month during
which the said liability is incurred or the said payment is received, as the
case may be. or within such further period as the Commissioner may
approve, m~e a payment (which shall be [deemed to be an advance] Q
final payment made on behalf of such other person) to the Commissioner
in respect of such other person’s [obligation to pay normal] liability for
tax [for the year of assessment during which the said amount accrues
to or is received by such other person, calculated at the rate of 12 per
cent of the said amount] in terms of subsection (1), and shall submit to
the Commissioner at the time of such tax payment a declaration in such
form as the Commissioner may prescribe:”;

(c) by the substitution for paragraph (ii) of the proviso to paragraph (a) of
subsection (2) of the following paragraph:

“(ii) for the purposes of this subsection a person having an address
outside the Republic shall until the contrary is proved be deemed
not to be [not ordinarily resident in the Republic or, in the case
of a company, to be a company which is not a domestic
company] a resident:”; and

(d) by the substitution for paragraph (c) of subsection (2) of the following
paragraph:

“(c) The general provisions contained in Parts I to VI of [subsection
(2) of section jive~ this Act shall mutatis mutandis apply in respect of
payments made to the Commissioner in terms of paragraph (a).”;

Substitution of section 54 of Act 58 of 1962, as substituted by section 24 of Act 90 of
1988

40. The following section is hereby substituted for section 54 of the Income Tax Act,
1962:

“Levy of donations tax

54. Subject to the provisions of section 56, there shall be paid for the
benefit of the National Revenue Fund a tax (in this Act referre+ to as
donations tax) on the value of any property disposed of (whether directly or
indirectly and whether in trust or not) under any donation [which took or
takes effect on or after 16 March 1988] by any [person] resident (in this
Part referred to as the donor) [who, in the case of a person other than a
company, is ordinarily resident in the Republic, or, in the case of a
company, is a domestic company].”.

Amendment of section 56 of Act 58 of 1962, as amended by section 18 of Act 90 of
1964, section 25 of Act 55 of 1966,.  section 33 of Act 89 of 1969, section 38 of Act 85
of 1974, section 21 of Act 113 of 1977, section 13 of Act 101 of 1978, section 23 of Act
96 of 1981, section 31 of Act 94 of 1983, section 4 of Act 30 of 1984, section 28 of Act
121 of 1984, section 18 of Act 96 of 1985, section 21 of Act 85 of 1987, section 26 of
.4ct 90 of 1988, section 28 of Act 141 of 199’ , ,u!ion 32 of A-.+ 113 of 1993, section
18 of Act 36 of 1996, section 39 of Act 30 of 1998 a,id section 38 of Act 30 of 2000

41. Section 56 of the Income Tax Act, 1962, is hereby amended by the substitution for
subparagraph (i) of paragraph (g) of subsection (1) of the following subparagraph:

“(i) before the donor [being a person other than a company] became
[ordinarily] g resident [in] Q the Republic for the first time [or, in the case
of a company, became for the first time, a domestic company]; or”.
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Amendment of section fi4B of Act 58 of 1962, as inserted by section 34 of Act 113 of
1993 and amended by section 12 of Act 140 of 1993, section 24 of Act 21 of 1994,
section 29 of Act 21 of 1995, section 21 of Act 36 of 1996, section 13 of Act 46 of 1996,
section 25 of Act 28 of 1997, section 35 of Act 53 of 1999 and section 39 of Act 30 of
2000

42. (1) Section 64B of the Income Tax Act, 1962, is hereby amended—
(a) by the substitution for subsection (2) of the following  subsection:

(h)

(b)
(c)

(2) In
(a)

(b)

“(2) There shall be levied and paid for the ‘benefit of the National
Revenue Fund a tax, to be known as the secondary tax on companies,
which is calculated at the rate of 12,5 per cent of the net amount, as
determined in terms of subsection (3), of any dividend declared on or
after 14 March 1996 by any company [on or after 14 March 1996]
which is a resident.”;

by the substitution for the words preceding the proviso to subsection (3) of the
following words:

“The net amount of any dividend referred to in subsection (2) shall be the
amount by which such dividend declared by a company exceeds the sum
of any dividends (other than any dividends contemplated in subsection
(5)(b), (c), (d) and V) or any foreign dividends as defined in section 9E,
but including foreign dividends which are exempt in terms of section
9E(7)[(a), (’b)] (c), (d), [or] (c)(ii), (iii) or (iv) or ~)), or section 9E(8A)),
which have during the dividend cycle in relation to such firstmentioned
dividend accrued to the company:”;

by the deletion of paragraph (h) of subsection (5):
by the substitution for paragraph (a) of subsection (6) of the following
paragraph:

“(a) If any dividend subject to the payment of secondary tax on
companies has been declared by a company which derives profits from
sources within and outside the Republic, the secondary tax on companies
in respect of that dividend shall be calculated on an amount which bears
to the net amount of that dividend the same ratio as the sum of the net
annual profits of the company derived from—
~ sources within or deemed to be within the Republic in terms of

section 9 [9C or 9E]; and
@J sources, outside the Refiblic  which are not deemed to be from a

source m the Republic and which are not exempt from tax in terms
of the provisions of section 10(1 )(kA),

bears to the total sum of its net annual profits derived from all sources.”.
so far as subsection (1)(b) amends subsection (3)—
by deleting the reference to paragraphs (a) and (b) of subsection (7) and
inserting a reference to section 9E(8A), it shall come into operation on 1
January 2001, and shall apply in respect of any dividend accrued on or after
that date; and
by inserting the reference to paragraph (c)(iii) and (iv) and (j), shall be deemed
to have come into operation on 23 February 2000, and shall apply in respect
of any foreign dividend—
(i) received by or accw?ifl  ‘.., i~nv company -a or after that date; or

(ii) which accrued to the companY  bet’oie 23 ikbmary  2000, but which is
received on or after that date: Provided that the provisions of this
paragraph shall not apply in respect of any foreign dividend which was
declared by a company before 23 February 2000, where—
(au)  the company declaring the dividend is listed on a recognised stock

exchange; or
(bb) in any other case, the chief executive officer and—

(A) an external auditor of the company declaring the dividend; or
(B) where the company declaring thfi dividend is situated in a

country which does not require compulsory appointment of an
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external auditor, a registered public accountant of the same
standing as a qualified chartered accountant,

have declared under oath or affirmation that such dividend was
actually declared by the company before 23 February 2000.

Amendment of section 64C of Act 58 of 1962, as inserted by section 34 of Act 113 of 5
1993 and amended by section 13 of Act 140 of 1993, section 25 of Act 21 of 1994,
section 30 of Act 21 of 1995, section 22 of Act 36 of 1996, section 40 of Act 30 of 1998,
section 36 of Act 53 of 1999 and section 40 of Act 30 of 2000

43. (1) Section 64C of the Income Tax Act, 1962, is hereby amended—
(u) by the substitution for paragraph (d) of subsection (4) of the following 10

paragraph:
“(d) to any loan granted[—

(i) which is denominated in the currency of the Republic] in
respect of which a rate of interest not less than the ‘official rate
of interest’. as defined in paragraph 1 of the Seventh Schedule 15
[or

(ii) which is denominated in a foreign currency, in respect of
which a market-related rate of interest]

is payable by the recipient;”;
(b) by the deletion of the word “and” at the end of paragraph (h) of subsection 20

(4);
(c) by the addition of the word “and” at the end of paragraph (i) of subsection (4);

and
(d) by the addition to subsection (4) of the following paragraph:

“~ to any loan granted to any recipient which is a company by any 25
other company which holds for its own benefit. whether directly or
indirectly, any of the equity share capital of such recipient company:
Provided that the provisions of this paragraph shall not apply where
such recipient company holds any of the equity share capital in such
other company.”. 30

(2) Subsection (1)(b), (c) and (d) shall be deemed to have come into operation on 23
February 2000.

Amendment of section 70 of Act 58 of 1962, as amended by section 11 of Act 6 of
1963, section 20 of Act 90 of 1964, section 43 of Act 85 of 1974, section 24 of Act 69
of 1975, section 26 of Act 28 of 1997, section 37 of Act 53 of 1999 and section 42 of 35
Act 30 of 2000

44. Section 70 of the Income Tax Act, 1962, is hereby amended by the substitution for
paragraph (b) of subsection (2) of the following paragraph:

“(b) where such dividend represents an amount of any taxable foreign dividend as
determined in accordance with the provisions of section 9E and such company 40
is a resident [as defined in section 9C], notify each shareholder who is a
resident of the amount of such taxable foreign dividend.”.

Amendment of section ?2 of Act 58 of 1962,,

45. Section 72 of the Income TM Act, 1962, is hereby amended by the substitution for
the words preceding paragraph (u) of the foIlowing words: 45

“Every person who makes a return of his own income or in a representative
capacity makes a return of the income of some other person, shall attach to
such return a statement in such form as the Commissioner may require,..— .—.
siiowing fully—”.

Insertion of section 72A in Act 58 of 1962 50

46. The following section is hereby inserted after section 72 of the Income Tax Act,
1962:
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“Return as to participation right in controlled foreign entity

72A. (1) Every resident who at any time during the relevant year of
assessment—
(a) directly or indirectly holds not less than 10 per cent of the participation

or voting rights or control in any controlled foreign entity as
contemplated in section 9D; and

(b) together with any connected person in relation to such resident, in
aggregate holds more than 50 per cent of the total participation or
voting rights or control in such controlled foreign entity,

shall submit to the ‘Commissioner a return containing the information
contemplated in subsection (2) relating to such controlled foreign entity, in
such form and within such time as may be prescribed by the Commissioner:
Provided that the provisions of this subsection shall not apply to any
resident where any person who is a resident and who is a connected person
in relation to such first-mentioned resident, holds a greater percentage of
the participation rights than such first-mentioned resident.

(2) The return contemplated in subsection (1) shall show fully—
(a) the name, address and country of residence of such controlled foreign

entity;
(b) a description of the various classes of participation rights in such

controlled foreign entity;
(c) the percentage and class of participation or voting rights held by such

resident whether directly, indirectly or together with connected
persons;

(d) the percentage and class of participation rights held by any other
resident (who is a connected person in relation to such resident) who
directly or indirecdy holds not less than 10 percent of the participation
or voting rights in such controlled foreign entity;

(e) a description of the receipts and accruals of such controlled foreign
entity which are—
(i) included in the income of such resident in terms of the provisions

of section 9D;
(ii) not included in the income of such resident in terms of the

provisions of section 9D(9);
(f) a description of any amount of tax proved to be payable by such

controlled foreign entity to the government of any other country in
respect of any income contemplated in paragraph (e)(i), including
pa~iculan  relating to the country in which such tax was payable and
the underlying profits to which such foreign tax relates.

(3) Every resident who is required to submit a return contemplated in
subsection (1), shall—
(a) submit the relevant information referred to in subsection (2)(a), (b),

(d) and fjj relating to any other resident contemplated in subsection
(2)(d)  to such other resident; and

(b) have available for submission to the Commissioner when so re-
quested, an income statement and balance sh~et of mch controlled
foreign entity prepared in accordance with !: w. iaw’>  of’% c mvl,uj ‘vi
which such controlled foreign entity is a resident, or inLernatlonally
accepted accounting practice.

(4) Every resident who receives any information contemplated in
subsection (3), shall submit such information to the Commissioner in such
form and manner as the Commissioner may prescribe.”.

Amendment of section 83A of Act 58 of 1962, as inserted by section 37 of Act 129 of
1991 and amended by section 3’7 of Act 113 of 1993 and Government Notice R.1245
of 26 September 1997
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47. Section 83A of the Income Tax Act, 1962,  is hereby amended by the substitution
for paragraph (a) of subsection (1) of the following paragraph:

“(a) the amount of the tax in dispute does not exceed [R30 000 (or any other] such
amount which the Minister [of Finance] may from time to time fix by notice



in the Gazette, or. having ieg~d  to any assessed loss which may be carried
forward will probably not in total exceed [the relevant] such amount; or”.

Amendment of section 89bis  of Act 58 of 1962, as inserted by section 14 of Act 6 of
1963 and amended by section 21 of Act 95 of 1967, section 28 of Act 88 of 1971,
section 45 of Act 85 of 1974, section 26 of Act 91 of 1982, section 35 of Act 94 of 1983,
section 32 of Act 121 of 1984 and section 21 of Act 65 of 1986

48. Section 89bis  of the Income Tax Act, 1962, is hereby amended—
(a) by the substitution for the words preceding paragraph (u) of subsection (3) of

the following words:
“For the purposes of this section ‘taxes’ means the taxes comprehended
in the definition of ‘tax’ in section 1, excluding donations tax.”; and

(b) by the deletion of paragraphs (a) and (b) of subsection (3).

Amendment of section 89ter of Act 58 of 1962, as inserted by section 14 of Act 6 of
1963, and substituted by section 37 of Act 89 of 1969 and amended by section 36 of
Act 94 of 1983, section 33 of Act 121 of 1984, section 41 of Act 113 of 1993 and
section 28 of Act 21 of 1994

49. Section 89ter of the Income Tax Act, 1962, is hereby amended—
(a) by the substitution for the words preceding paragraph (a) of subsection (3) of

the following words:
“For the purposes of subsections (l) and (2) ‘taxes’ means the taxes
comprehended in the definition of ‘tax’ in section 1, excluding donations
tax and secondary tax on companies.”; and

(b) by the deletion of paragraphs (u), (c) and (d) of subsection (3).

Amendment of section 89qual  of Act 58 of 1962, as inserted by section 34 of Act 121
of 1984, substituted by section 22 of Act 65 of 1986 and amended by section 18 of
Act 70 of 1989, section 42 of Act 113 of 1993, section 15 of Act 140 of 1993, section
33 of Act 21 of 1995 and section 24 of Act 36 of 1996

50. Section 89quat of the Income Tax Act, 1962, is hereby amended—
(a) by the addition of the word “and” at the end of paragraph (c)of the definition

of “credit amount” in subsection (1); and
(b) by the addition of the following paragraph to the definition of “credit amount”

in subsection (1):
“~ any amount of foreign taxes which may be deducted from the tax

payable by such taxpayer in respect of the relevant year of
assessment in terms of the provisions of section 6quaf;  ”.

Amendment of section 90 of Act 58 of 1962, as amended 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

51. Section 90 of the Income Tax Act, 1962, is hereby aqe ded by the substitution for
the words preceding paragraph (a) of the followin~ ~j<[~ids: ,. ..-

“Subject to the provisions of this Act, any tax (other than [non-resident
shareholder’s tax, undistributed profits tax, excess profits duty] donations tax
[and non-residents tax on interest]) and any interest payable in terms of section
89(2) or 89quat, shall be payable—”.
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Amendment of section 103 of Act 58 of 1962, as amended 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

52. Section 103 of the Income Tax .Act, 1962, is hereby amended by the substitution
for subsection (3) of the following subsection: 5

“(3) For the purposes of subsection (1) any transaction, operation or scheme
(whether entered into or carried out before or after the commencement of this Act)
whereby any [person (other than a company) who is ordinarily resident or
carrying on business in the Republic, or any company registered or carrying
on business in the Republic] resident has disposed of shares held by such [person 10
or such company] resident in any company [registered or incorporated in the
Republic] which is a resident to any person [(other than a company) not
ordinarily resident or carrying on business in the Republic or to any company
registered outside the Republic] who is not a resident, shall unless it is proved to
the satisfaction of the Commissioner that the parties are independent persons 15
dealing at arm’s length with each other, be deemed to be a transaction, operation or
scheme entered into or carried out by means or in a manner not normally employed
in the entering into or carrying out of such a transaction, operation or scheme of the
nature of the transaction, operation or scheme in question.”.

Amendment of paragraph 1 of Fourth Schedule to Act 58 of 1962, as added by 20
section 19 of Act 6 of 1963 and amended by section 22 of Act 72 of 1963, section 44
of Act 89 of 1969, section 24 of Act 52 of 1970, section 37 of Act 88 of 1971, section
47 of Act 85 of 1974, section 6 of Act 30 of 1984, section 38 of Act 121 of 1984, section
20 of Act 70 of 1989, section 44 of Act 101 of 1990, section 44 of Act 129 of 1991,
section 33 of Act 141 of 1992, section 48 of Act 113 of 1993, section 16 of Act 140 of 25
1993, section 37 of Act 21 of 1995, section 34 of Act 36 of 1996, section 44 of Act 28
of 1997, section 52 of Act 30 of 1998 and section 52 of Act 30 of 2000

53. (1) Paragraph 1 of the Fourth Schedule to the Income Tax Act, 1962, is hereby
amended—

(a) by the substitution for paragraphs (b) and (bA) of the definition of 30
“provisional taxpayer” of the following paragraphs:

“(b) unless the Commissioner in the particular case otherwise directs,
any director of a private company if such director [is ordinarily
resident in the Republic] or such company is [managed and
controlled or has its registered office in the Republic] a resident; 35

(bA)unless the Commissioner in the particulm case otherwise directs,
any member of a close corporation if such member is [ordinarily]
g resident [in the Republic];”;

(b) by the substitution for paragraph (a) of the definition of “remuneration” of the
following paragraph: 40

“(a) any amount referred to in paragraph (a), (c), ~, (d), (e), (eA) or
(f) of the definition of ‘gross income’ in section 1 of this Act;”;

(c) by the substitution for the words preceding the proviso to paragraph (ii) of the
exclusions to the definition of “remyner.~tion” of the following words:

“any amount paid or pay:lt)le U“ res: .ct of mx$ ices rendered or to be 45
rendered by any person (other than a person WhO is not [ordinarilyl  Q
resident [in the ‘Republic] or an employee contemplated in paragraph
(b), (c), [or] (d), (e) or ~) of the definition of ‘employee’) in the course
of any trade carried on by him independently of the person by whom such
amount is paid or payable and of the person to whom such services have 50
been oi are to be rendered:”; and

(d) by the substitution for the words following paragraph (d) of the definition of
“representative employer” of the following words:

“who is a resident, but nothing in this definition sh;ll  be construed as
relieving any person from any liability, responsibilit;l or duty imposed 55
upon him by this Schedule.”.
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(2) Subsection ( 1 )(b)  shall come into operiition on the date of promulgation of this
Act.

(3) In so far as subsection (l)(c)-
(a) inserts the reference to paragraphs (e) and (f) it Ad] be deemed to have come

into operation on 1 August 2000; and
(b) deletes the words ‘Lordinmily”  and “in the Republic” it shall come into

operation on 1 January 2001, and shall apply in respect of any year of
assessment commencing on or after that date.

(4) Subsection (1)(d) shall come into operation on 1 March 2001.

Amendment of paragraph 2 of Fourth Schedule to Act 58 of 1962, as added by
section 19 of Act 6 of 1963 and amended by section 23 of Act 72 of 1963, section 29
of Act 55 of 1966, section 38 of Act 88 of 1971, section 48 of Act 85 of 1974, section
28 of Act 113 of 1977, section 40 of Act 90 of 1988, section 21 of Act 70 of 1989,
section 45 of Act 101 of 1990, section 45 of Act 129 of 1991, section 38 of Act 21 of
1995, section 45 of Act 28 of 1997 and section 53 of Act 30 of 2000

54. Paragraph 2 of the Fourth Schedule to the Income Tax Act, 1962, is hereby
amended by the substitution for subparagraph ( 1 ) of the following subparagraph:

“(1 ) Every—
(a) employer who is a resident: or
~ representative employer in the case of any employer who is not a resident,
(whether or not registered as an employer under paragraph 15), who pays or
becomes liable to pay any amount by way of remuneration to any employee shall,
unless the Commissioner has granted authority to the contrary, deduct or withhold
from that amount by way of employees’ tax an amount which shall be determined
as provided in paragraph 9, 10, 11 or 12, whichever is applicable, in respect of the
liability for normal tax of that employee, or, if such remuneration is paid or payable
to an employee who is married and such remuneration is under the provisions of
section 7(2) of this Act deemed to be income of the employee’s spouse, in respect
of such liability of that spouse, and shall pay the amount so deducted or withheld
to the Commissioner within seven days after the end of the month during which the
amount was deducted or withheld, or in the case of a person who ceases to be an
employer before the end of such month, within seven days after the day on which
he ceased to be an employer, or in either case within such further period as the
Commissioner may approve.”.

Amendment of paragraph 9 of Fourth Schedule to Act 58 of 1962, as added by
section 19 of Act 6 of 1963 and amended by section 39 of Act 88 of 1971, section 32
of Act 103 of 1976, section 29 of Act 104 of 1980, section 46 of Act 101 of 1990 and
section 46 of Act 28 of 1997

55. Paragraph 9 of the Fourth Schedule to the Income Tax Act, 1962, is hereby
amended by the substitution for subparagraph (1) of the following subparagraph:

“(l) The Commissioner may from time to time, having regard to the rates of
normal tax as fixed by Parliament or foreshadowed by the Minis:er [of Finance] in
his budget statement or as varied by the [said] Minister under section 5 (3) of this

i- -..li ,i h and section  6quat  of this Ac~ andAct, to the iebates appl~)bl~  ia KX- ~ c, s~ . V
to any other factors having a bearing upon the probable hability of taxpayers for
normal tax, plescribe deduction tables applicable to such classes of employees as
he may determine, and the manner in which such tables shall be applied, and the
amount of employees’ tax to be deducted from any amount of remuneration shall,
subject to the provisions of subparagraph (3) of this paragraph and paragraphs 10,
1 i and 12, be determined in accordance with such tables m where subparagraph (3)
is applicable, in accordance with that subparagraph.”.
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Amendment of paragraph llB of Fourth Schedule to Act 58 of 1962,  as inserted by
section 41 of Act 90 of 1988 and amended by section 22 of Act 70 of 1989, section 47
of Act 101 of 1990, section 46 of Act 129 of 1991, section 34 of Act 141 of 1992,
section 3 of Act 16!3 of 1993, section 40 of Act 21 of 1995, section 35 of Act 36 of 1996,
section 4S of Act 28 of 1997 and section 53 of Act 30 of 1998 5

56. { 1 ) Paragraph 1 lB of the Fourth Schedule to the Income Tax Act, 1962, is hereby
amended by the substitution for subitem (ii) of item (f) of the definition of “net
remuneration” in subparagraph ( 1 ) of the following subitem:

“’(ii) by way of an annuity provided or payable by a pension fund. provident fund
or benefit fund:”. 10

(~) sub~e,~~ion (I) shall be d~e[,~~d to have come into operation on 1 March 2000.

Amendment of paragraph 17 of Fourth Schedule to Act 58 of 1962, as added by
section 19 of Act 6 of 1963 and amended by section 27 of Act 90 of 1964, section 41
of Act 88 of 1971, section 33 of Act 103 of 1976, section 30 of Act 104 of 1980 and
section 51 of Act 101 of 1990 15

57. Paragraph 17 of the Fourth Schedule to the Income Tax Act, 1962, is hereby
amended by the substitution for subparagraph (5) of the following subparagraph:

“(5) The Commissioner may from time to time, having regard to the rates of
normal tax as fixed by Parliament or foreshadowed by the Minister [of Finance] in
his budget statement or as varied by the [said] Minister under section 5 (3) of’ this 20
Act, to the rebates applicable in terms of section 6(2) and (3)(a)  and section 6quar
of this Act and to any other factors having a bearing upon the probable liability of
taxpayers for normal tax, prescribe tables for optional use by provisional taxpayers
falling within any category specified by the Commissioner. or by provisional
taxpayers generally, for the purpose of estimating the liabiIity of such taxpayers for 25
normal tax, and the Commissioner may prescribe the manner in which such tables
shall be applied.”.

Amendment of paragraph 2 of Fifth Schedule to Act 58 of 1962, as added by section
26 of Act 52 of 1970 and amended by section 50 of Act 88 of 1971, section 24 of Act
90 of 1972, section 34 of Act 103 of 1976, section 58 of Act 85 of 1974, section 31 of 30
Act 91 of 1982 and section 56 of Act 94 of 1983

58. Paragraph 2 of the Fifth Schedule to the Income Tax Act, 1962, is hereby amended
by the substitution for the words preceding the proviso to subparagraph (3) of the
following words:

“Any person [(other than a company)] who is not [ordinarily] g resident and is 35
not carrying on business in the Republic [and any company which is not a South
African company and is not carrying on business in the Republic], shall not be
liable for the payment of any loan portion:”.

Amendment of paragraph 1 of Seventh Schedule to Act 58 of 1962, as added by
section 46 of Act 121 of 1984 and amended by section 26 of Act 96 of 1985, 40
~.~vernment Notice No. R.2706 of 29 November 1985,  section 33 of Act  65 of 1986,

‘.;
Government Notice No. R.2683 of 19 December 1986, section 28 of Act 8S of 1987, . . .

Government Notice No. R.714 of 14 April 1989, section 24 of Act 70 of 1989,
Government Notice No. R.763 of 29 March 1990, section 55 of Act 101 of 1990,
section 35 of .Act 141 of 1992, section 52 of Act 113 of 1993, section 30 of Act 21 of 45
1994, section 40 of Act 36 of 1996 and section 54 of Act 30 of 2000

59. Paragraph 1 of the Seventh Schedule to the Income Tax Act, 1962, is hereby
amended by the substitution for the definition of “official rate of interest” of the
follo~ing  definition:

“ ‘official rate of interest’ means— 50
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(a) in the case of a loan which is denominated in the currency of the Republic, the—
mte of interest fixed by the Minister from time  10 time by notice in the Gazette:

~ % the case of a loan which is denominated in a forei~n  currency. a market
related rate of interest:”. 5

Amendment of section 1 of Act 91 of 1964, as amended by section 1 of Act 95 of
1965, section 1 of Act 57 of 1966. section 1 of Act 105 of 1969, section 1 of Act 98 of
1970, section 1 of Act 71 of 1975. section 1 of Act 112 of 1977, section 1 of Act 110
of 1979, sections 1 and 15 of Act 98 of 1980, section 1 of Act 89 of 1984, section 1 of
Act 84 of 1987, section 1 of Act 68 of 1989, section 1 of Act 59 of 1990, section 1 of 10
Act 19 of 1994, section 57 of Act 30 of 1998 and section 1 of Act 59 of 1999

60. (1) Section 1 of the Customs and Excise Act. 1964, is hereby amended by the
substitution for the definition of “this Act” in subsection ( 1 ) of the following definition:

“ ‘this Act’ includes any proclamation, government notice, regulation or rule
issued or made or agreement concluded or deemed to have been concluded 15
thereunder, any agreement contemplated in section 49, or any taxation proposal
contemplated in section 58 which is tabled in the National Assembly;”.

(2) Subsection (1) shall be deemed to have come into operation on 24 November
1999.

Insertion of section 46A in Act 91 of 1964 20

61. (1) The following section is hereby inserted after section 46 of the Customs and
Excise Act, 1964:

“Non-reciprocal preferential tariff treatment of goods exported from
the Republic

46A. (1) In this section, unless the context otherwise indicates— 25
‘circumvention’ includes any circumvention of any provision of an
enactment by—
(a) transshipment, rerouting, false declaration concerning the country or

place of origin or falsification of official documents; or
(b) making any false declaration concerning fibre  content, quantities,

description or classification of goods,
as provided in article 5 of the Agreement on Textiles and CIothing included
in Annex 1A of the Agreement established by the World Trade
Organisation, kept by the Commissioner as contemplated in subsection (2);
‘enactment’ includes the provisions of any legislative act by a government
of a country providing for preferential tariff treatment, any administrative
requirements of the customs administration of such country, any legislation
or agreement incorporated by reference in such provisions and any
amendment to such provisions, requirements, legislation or agreement,
kept by the Commissioner as contemplated in subsection (2);
‘preferential tariff treatment’ means the non-reciprocal preferentla  I ta”i if
treatment of goods exported from the Republic allowed on impo,  i wun  into
any country in terms of and on compliance with the requirements of any
enactment of the government of such country;
‘transshipment’ has the meaning assigned thereto in seciion 113(b)(4) of the
African Growth and Opportunity Act contained in the Trade and Develop-
ment Act of 2000 of the United States of America, kept by the
Commissioner as contemplated in subsection (2).

(2) (u) The Commissioner shall—
(i) keep two copies of any enactment and any amendment theretc

received from the customs administration of the country allowing
preferential tariff treatment;
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(ii)

(iii)

record  the d a t e  advised  by sLlch administra{ior?  o n  w h i c h  any suck?
enactment or anlend[Tlmlt  becomes or became effecti\c  in wch countr)
for the purposes of such  lremmen[:  anti
effect any swh amendment to the enactment

(b) Any enactment or anlendmenr  thereto shall for [he purposes of this
Act be effectile  from [he date so recorded.

(c) Where~er  in any legal proceedings any question arises as to the
con[ents of any enactment or as to the date upon which any enactment or
any amendment thereto became effective. a copy of the enactment or the
enactment as amended and any date so recorded shal 1 be accepted as prima
,facie proof of the contents thereof and of the effective date of the enactment
or the amendment thereto.

(d) Any such copy kept by the Commissioner shall be accessible to any
interested person during official working hours.

(e) The Commissioner may publish any enactment or part thereof or
amendment thereto in the Guzetfe.

(3) (a) Notwithstanding anything to the contrary in this Act contained.
the application of any provision of this Act relating to any importer.
producer, manufacturer, exporter, licensee or other principal or any agent or
the importation or exportation of goods, the preferential tariff treatment of
goods, goods obtained, produced or manufactured. due entry or any other
provision or customs procedure or any power, duty or function in
connection Lherewith, shall, unless otherwise provided in, or in any rule
made in terms of. this section for the purposes of giving effect to any
enactment, be subject to compliance with the provisions of such enactment
or any part or provision thereof, as the case may be.

(b) The provisions of section 4( 12A) shall apply nzutatis  mu~anclis in
respect of any goods exported from the Republic for the purpose of
benefiting from the preferential tariff treatment contemplated in an
enactment and any person referred to in section 4( 12A)(@ shall be deemed
to have agreed to comply with the requirements governing the allowing of
such treatment by the government of the country to which the goods are
exported, including requirements relating to---
(i) maintaining complete books, accounts and other documents in respect

of—
(au) the production or manufacture and any materials used in the

production or manufacture of the goods exported;
(bb) the purchase of, cost of, value of and payment for the goods

exported and all materials, including indirect materials used in
the production or manufacture of the goods exported:

(cc) proof of the originating status of such goods in accordance with
the relevant rules of origin; and

(old) the exportation of the goods;
(ii) permitting and assisting customs oilicers of the country of importation

to investigate—
(m) such books, accounts and other documents; and
(bb) any circumvention contemplated in subsection (8)

(4) ]n administering the provisions of any enactili~nt or all; ~a~L !:.

provision thereof’ and the application of any provisions of this Act to ~ive
effect thereto the Commissioner may, notwithstanding anything to the
contrary in this Act contained—
(u) decide on or determine any matter or perform any duty or function or

impose any condition in connection with the provisions so adminis-
tered, including any decision or determination or the performance of
any duty or function or the imposing of any condition in respect of—
(i) any heading in Part 1 or any item of any other Part of Schedule
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No.  1 applicable to any goods  imported or produced. obtained.
manufactured. exported or used in the production or manufacture
of any goods. or the customs vtilue of any such imported goods:
any action or procedure concerning-—

I the origin or proof of origin of goods imported or exported:
(bb)  the importation or production or manufacture or exportation of

goods and the ex-factory price of goods or the cost or value of
materials;

(cc) tariff quotas:
(drf) any circumvention and any action taken in respect thereofi
(ee) rendering mutual and technical assistance in respect of any

customs co-operation, including any investigation, as required by
any enactment, by any officer of the customs administration of
the country allowing such preferential tariff treatment;

(~) the keeping and the production of books, accounts and other
documents and the furnishing of information in respect of any
matter to which this section relates;

(gg) requirements in connection with any agency where any person is
represented in the exportation of any goods involving proof of
origin;

(W?)  furnishing of a certificate of origin including in respect of
multiple shipments of identical goods over a specified period;

{ii) any document relating to origin issued retrospectively;
(jj) the issue of or refusal to issue a visa;

(iii) any other power, duty or function or procedure provided in any
enactment or part or provision thereof contemplated in subsection ( 1 )
which requires either expressly or by implication customs administra-
tive action in respect of goods produced, manufactured or exported for
the purposes of such enactment;

(b) make rules—
(i) concerning any matter referred to in paragraph (a);
(ii) where reference is made to customs or competent authorities, to

domestic, national or customs law or any like reference or any
other matter which requires either expressly or by implication
application of customs legislation;

(iii) in connection with the entry of goods imported or exported and
documents to be produced in support thereofl

(iv) prescribing forms or procedures OJ specifying any condition or
provision of this Act to be complied with for the purposes of such
enactment;

(v) to delegate or assign subject to section 3(2), any power, duty or
function to any oficer  or other person;

(vi) regarding any other matter which may be reasonably necessary
for the purposes of administering such provisions;

(c) subject to such conditions as the Commissioner may in each case
impose, enter into any agreement with any person. with the concur-
rence of any producer, manufacturer or exporter. M the case mav be. to
perform any function or provide any uervice IL. ,the :., irposes of
establishing and reporting on the origin of goods or i~.uan~e  of any
proof of origin.

(S) Whenever any report is required by the importing country from time
to time in terms of any enactment of such country in connection with the
producer, manufacturer or exporter or any other person concerned with the
export of goods for the purposes of preferential tariff treatment or the
production, manufacture or export of such goods and the furnishing of such
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report is authorised by the Minister. the Commissioner shall. notwithstand-
ing anything to the contrary  in this Act c)r any other law contained. furnish
to the customs administration of such country such report containing such
particulars as may be required in terms of any enactment kept by the
Commissioner as contemplated in subsection (2).

(6) (a) (i) Every producer, manufacturer or exporter of goods to which
this section relates, shall be registered with the Commissioner for the
purposes of this section.

(ii) No such goods may, from a date to be specified by rule, be exported
unless the producer. manufacturer or exporter thereof is registered.

(b) Application for such registration shall be made on the form prescribed
by the Commissioner by rule and the applicant shall comply  with all the
requirements specified therein and any additional requirements that may be
prescribed in any other rule and as may be determined by the Commissioner
in each case.

(c) Any registered producer, manufacturer or exporter of such goods
shall comply with such requirements as the Commissioner may prescribe
by rule and determine in each case.

(d) The Commissioner may—
(i) refuse to register any applicant and for that purpose the

provisions of section 60(2) shall apply mumtis  mutandis  to such
application for registration; I

(ii) cancel the registration of any producer, manufacturer or exporter I
of such goods—
(au)  if any books, accounts or other documents are not kept or ~

produced as required by or in terms of this Act; or
(bb)  who is convicted of an offence or where forfeiture of any

amount deposited or secured by such person is ordered by
way of penalty under the provisions of section 91 in respect
of any circumvention or contravention contemplated in
subsection (8);

(iii) subject to any prohibition imposed for the purposes of subsection
8(b),  reregister any person at any time after such cancellation on
such conditions as the Commissioner may impose in each case.

(7) No goods shall be exported with the object of obtaining any benefit of
preferential tariff treatment in terms of an enactment unless the goods
comply with the provisions of origin or any other provision of such
enactment or of this Act governing the acquisition of origin or any other
requirement which is to be complied with for the purposes of giving effect
to such provisions.

(8) (a) Any person who, in connection with any goods produced or
manufactured or exported for the purposes of obtaining any preferential
tariff treatment therefor in the country of importation in terms of any
enactment—

(i) makes any false statement or makes use of any declaration or
document containing such statement or performs any othe: act
for the purposes of u}rc~lm.  ention of any provision of such
enactment relating ‘~~ ti~c- oil.:’n, ;)] i? li)~li~n,  manufacture or
exportation of such goods;

(ii) contravenes or fails to comply with any other provision of this
Act; or

(iii) attempts to circumvent or contravene any provision contem-
plated in subparagraphs (i) and (ii), as the case may be,

shail be guilty of an oiTence and iiable on conviction to a fine not exceeding
R 100000 or three times the export value of the goods in respect of which
the offence was committed, whichever is the greater, or to mprisonment  for
a period not exceeding 10 years. or to both such fine and s,ch imprisonment
and the goods in respect of which the offence was commii.ted  shall be liable
to forfeiture in accordance with this Act.
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(/7) The Comrni>sioner ma> on confliction of any expcwte~-  or ~vhcre
forfeiture of any amount deposited or secured by sLich exporter is ol-dered
by way of penalty under the pmvisioms  of section 91 in respect of any
circumvention contemplated in paragrtiph (a) prohibit, for a period not
exceeding 5 years from the date of such conviction or order of forfeiture for 5
any such circumvention involving transshipment. such exporter. any
successor of such exporter and any other entity, owned or operated by the
principal of the exporter, from exporting any goods for the purposes of
obtaining any benefit in terms of any enactment.

(9) The Commissioner may make any rules under this section with 10
retrospective effect as from 1 October 2000 or any date thereafter.”.

(2) Subsection (1) shall, except in so fal- as any offence is created by section 46A(s) I
be deemed to }lave come into operation on 1 October 2000.

Amendment of section 80 of Act 91 of 1964, as amended by section 10 of Act 85 of
1968, section 27 of Act 105 of 1969, section 28 of Act 112 of 1977, section 22 of Act
86 of 1982, section 7 of Act 89 of 1984, section 12 of Act 52 of 1986, section 27 of Act
84 of 1987, section 32 of Act 59 of 1990, section 8 of Act 105 of 1992, section 8 of Act
98 of 1993, section 68 of Act 30 of 1998 and section 63 of Act 53 of 1999

62. Section 80 of the Customs and Excise Act, 1964, is hereby amended by the
substitution for paragraph (q) of subsection ( 1 ) of the following paragrdph:

“(q) contravenes or fails to comply with any provision of any agreement
contemplated in section 49 or 51 ;“;

Amendment 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 and section 72 of Act 30 of
2000

63. (1 j Item 15 of Schedule 1 to the Stamp Duties Act, 1968, is hereby amended by
the substitution for subparagraph (i) of paragraph (hA) under the heading “Exen~prions
from the dufy under paragraph (3)” of the following subparagraph:

(i) any pension fund established by law to any other pension fund established by
law or to any other pension fund which is registered under the Pension Funds
Act, 1956; or”.

(2) Subsection (1) shall be deemed to have come into operation on 1 March 2000.

Amendment of section 1 of Act 89 of 1991, as amended by section 21 of Act 136 of
1991, paragraph 1 of Governn:.’:l~ 4 ~;,}tice 2695 cr S November 1991, section 12 of
Act 136 of 1992, section 22 of ’Act 97 of ~. !EX3, s=ction 9 of Act 20 of 1994, section 18
of Act 37 of 1996, section 23 of Act 27 of 1997, section 81 of Act 53 of 1999 and
section 76 of Act 30 of 2000

64. Section 1 of the Value-Added Tax Act, 1991, is hereby amended—
(a) by the addition of the following proviso to the definition of “local authority”:

“Provided that where any local authority has been disestablished &d
superseded by a new local authority in terms of the Local Government:
Municipal Structures Act, 1998 ,@i No. 117 of 1998), such
disestablished local authority and such new local authority shall for the
purposes of this Act be deemed to be and LO have been one and the same
local authority;”; and

(b) by the substitution for the words preceding the proviso to the definition of
“resident of the Republic” of the following words:

“ ‘resident of the Republic’ means a [person (other than a company)
who is ordinarily resident in the Retmhlic or a com~anv which is a
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domestic company] res;dent as defined in section 1 of the income Tax
Act:”’.

Amendment of section 33A of Act 89 of 1991, as inserted by section 36 of Act 136 of
1991

65. Section 33A of the Value-Added Tax Act, 1991, is hereby amended by the 5
substitution for paragraph (a) of subsection ( 1 ) of the following paragraph:

“(a) the appeal is lodged against an assessment of the Commissioner, and the
amount of the tax in dispute does not exceed [R30 000 (or any other] such
amount which the Minister [of Finance] may from time to time fix by notice
in the Gazette; or”. 10

Amendment of section 1 of Act 38 of 1996, as amended by section 85 of Act 30 of
2000

66. Section 1 of the Tax on Retirement Funds Act. 1996, is hereby amended—
(a) by the substitution for the definition of “guaranteed annuity” in subsection (1)

of the following definition: 15
“ ‘guaranteed annuity’ means an annuity contemplated in
section [29(4 )(a)(iii)l 29 A(4)(a Kiiij of the Income Tax Act! where SUCh
annuity is contractually subject to a guaranteed increase at a fixed rate,
which rate may be zero, over the full term of the annuity, excluding any
annuity which may participate in any bonus distributions by the 20
insurer;”;  and

(b) by the substitution for the definition of “untaxed policyholder fund” of the
following definition:

“ ‘untaxed policyholder fund’ means a fund contemplated in
section [29(4 )(a,)]  29A(4)(u) of the Income Tax Act.”. 25

Amendment of section.3  of Act 38 of 1996, as amended by section 86 of Act 30 of
2000

67. (1) Section 3 of the Tax on Retirement Funds Act, 1996, is hereby amended by the
substitution for paragraphs (b) and (c) of the following paragraphs:

“(b) ‘I’ represents the gross amount of any interest received by or accrued to such 30
fund during such tax period [from a source within the Republic or deemed
to be within the Republic as contemplated in sections 9 and 9C of the
Income Tax Act];

(c) ‘R’ represents the gross amount of any rental income received by or accrued
to such fund during such tax period [from a source within the Republic or 35
deemed to be within the Republic as contemplated in the last-mentioned
sections 9 and 9C]; and”.

(2) Subsection (1) shall come into operation on 1 March 2001.

Amendment of section 4 of Act 38 of 1996, as amended by section 32 of Act 46 of
1996 40

68. Section 4 of the Tax on Reriremi.nt Funds Act, 1996, is hereby amended—
(a) by the substitution for paragraph (c) of the followlng paragraph:

“(c)  ‘B’  represents the portion of symbol ‘A’ attributable to assets
referred to in section [29(4)(a)(i)] 29A(4)(a)(i) of the Income Tax
Act as allocated to retirement funds in terms of section 9 during 45
such tax period;”;
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(h) by the suhstlmtion  for subpwapl-apl~s  (i) und (ii) of p a r a g r a p h  (d) of [he
follou;ln:  subparagraphs:

“(i) representing business of such untaxed policyholder fund as
contemplated in section [29(4  )(a)(iii)l 29 A{4)(a)(iii)  of the Income
T~x Act (excluding assets contemplated in paragraph (c)); 5

(Ii) equal to the [statutory] actuarial value of liabilities under
guaranteed annuities; and”;

(c) by the substitution for subparagraph (i) of paragraph {f) of the following
subparagraph:

(i) section [29(4 )(aXii)] 29 A(4)(a)(ii)  of the Income Tax Act (exclud- 10
ing assets  in respect of amounts allocated to retirement funds
contemplated in paragraph (c) and assets representing guaranteed
annuities contemplated in paragraph (d)):  and”; and

(d) by the substitution for the words preceding item (au) of subparagraph (ii) of
paragraph (~) of the following words: 15

“section ~29(4)(a)(iii)] 29 A(4)(a) (iii)  of the Income Tax Act (excluding
assets—”.

Amendment of section 16 of Act 38 of 1996, as amended by section 59 of Act 27 of
1997

69. (1) Section 16 of the Tax on Retirement Funds Act, 1996. is hereby amended— 20
(a) by the substitution for paragraph (k) of the following pardgraph:

“(k) income of controlled foreign entities and [investment] income
arising from any donation, settlement or other disposition,”; and

(b) by the substitution for paragraph (viii) of the following paragraph:
(viii) in respect of the inclusion of any [investment income] amount in 25

the income  of any fund.”.
(~) Subsection (1) shall come into operation on 1 March 2001.

Amendment of section 13 of Act 9 of 1999, as amended by section 93 of Act 30 of
2000

70. (1) Section 13 of the Skills Development Levies Act, 1999, is hereby amended— 30
(a) by the deletion of the word “and” at the end of paragraph (h);
(b) by the addition of the word “and” at the end of paragraph (i);
(c) by the addition of the following paragraph:

“(j) jurisdiction of courts as contained in section 105.”’;
(d) by the addition of the word “and” at the end of paragraph (vi);  and 35
(e) by the addition of the following paragraph:

‘<~ jurisdiction of courts.”.
(2) Subsection (1) shall be deemed to have come into operation on 1 September 1999.

Amendment of section 12 of Act 30 of 2000

71. Section 12 of the Taxation Laws Amendnlent  Act, 2000, is hereby amended by the 40
subsiituticm for ijaragraph (c) of the following paragraph:

“{;,~ ~h; ta>.’ l? ir.n. w ui any rompany contemplated in paragraph 2(b) or (c) of
Schedule 1 LO this Act. for the year of assessment commencing on or after
1 April 2000 and ending during the period of twelve months ending on
31 March [2000] ~,”, 45

Amendment of section 24 of Act 30 of 2000

72. (1) Section 24 of the Taxation Laws Amendment Act. 2000, is hereby amended by
the substitution for subparagraph {ii) of paragraph (b) of subsection (1) of section 18A
of the Income Tax Act, 1962, of :ite following subparagraph:

“~ during the year of assessment preceding the year of assessment of such public 50
benefit organisation dunn,q which the donation is received, distributed or
incurred the obligation to so distribute at least 75 per cent of the funds
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r e c e i v e d  by such or,mmisation  by way  of douations  which qwdilied  for a
deduction in terms of this section,”.

(2J Subsection (1) shall be deemed to ha~’e come into operation cm )9 July 2000.

Amendment of section 35 of Act 30 of 2000

73. (1) Section 35 of the Taxation Laws Amendment Act, 2000, is hereby amended by 5
the substitution for paragraph (’a J of subsection (2) of section 30 of the income Tax Act,
1962, of the following paragraph:

“(a) The Minister shall, Qy notice in the Gazette, determine any activity which— —
is of a philanthropic or benevolent nature, having regard to the needs. interests and
well-being of the general public for the purposes of this section.”. 10

(2) Subsection (1) shall be deemed to have come into operation on 19 July 2000.

Amendment of section 59 of Act 30 of 2000

74. (1) Section 59 of the Taxation Laws Amendment Act, 2000, is hereby amended by
the addition to subsection (2) of the following proviso:

“Provided that the provisions of subsection (1) shall not apply in respect of the 15
carriage of any chargeable passenger, where the ticket in respect of such flight was
purchased and issued before 1 August  2000.”.

(2) Subsection (1) shall be deemed to have come into operation on 19 July 2000.

Amendment of paragraph 4 of Schedule 1 to Act 30 of 2000

75. (1) Paragraph 4 of Schedule 1 to the Taxation Laws Amendment Act, 2000, is 20
hereby amended by the substitution for item (iii) of subparagraph (b) of the following
item:

“(iii) ‘investment income’ means any [investment income as defined in section
9C of the Income Tax Act, 1962, and includes]—
(au) dividends; [and] 25
(bb)  [any] proceeds derived from investment or trading in financial instru-

ments (including futures, options and other derivatives), marketable
securities or immovable property;

(cc) annuity, other than—
(A) pensions in consideration of past employment; or 30
(B) payments made under the social security system of any other

country;
(old) interest, including—

(A) interest as contemplated in section 24J;

(ee)

(f)

(B) any amount as contemplated in section 24K; or
(C) any other income which, in terms of the laws of the Republic

administered by the commissioner,
is subject to the same treatment as income from money lent;
rental income received by or accrued to any person as consideration for
the use of, or the righ~ to use, any movable or immovable property; and
ainount received by or accrued to any person as consideration for the use
,,., or the right to use, any copyright of literary, artistic or scientific work

(mcludmg  cinematography films and tilms, tapes or discs for radio or

35

40

television broadcasting), any patent, trade mark, design or model, p!an,
secret formula or process, or any other property or right of a similar 45
nature, or for information concerning industrial, commercial or scientific
experience;”.

(2) Subsection (1) shali be deemed  to have come into operalion  on 1 April 2000.

Short title and comm~ ncement

76. (1) This Act shali be called the Revenue Laws Amendment Act, 2000. 50
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(2)  Save in so far as is otherii ise provided in this Act  or the context otherwise
indicates, the amendments effected  by this Act shall come into operation on 1 January
2001, and shall  apply in respect of years of assessment commencing on or alter that date.


