(22 September 2000)

GENERAL EXPLANATORY NOTE:

[ ] Words in bold type in square brackets indicate omissions
from existing enactments.

Words underlined with a solid line indicate insertions in
existing enactments.

BILL

To amend the ...

BE IT ENACTED by the Parliament o
follows:

blic of South Africa, as

hereby amended by the

insertion after the \defi Revenue Service” of the

following de?ki’\n
“spouse’ ingelation to 8rson, means a person who%4

@ was };t( tﬁe a&te\b?\de\at\qf s}(ch person the partner in_a marriage
recognided IR tekms ofthe Yaws of the Republic;

(b) who Was\at tﬁ& d)ate\of\de/ath of such person married to such deceased
person in accordancg with any religious system which is recognised in
the Republic; 0

(c) who the Commissioner is satisfied is or was at the time of death of
such deceased person the partner of such person in a permanent
same-sex life partnership.”.

(2) Subsection (1) shall be deemed to have come into operation on 27 April
1994.

Amendment of section 1 of Act 58 of 1962

. Section 1 of the Income Tax Act, 1962, is hereby amended¥
@) 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:



(d)

(€)

(f)

gross income’, in relation to any year or period of assessment,

means¥

(i) in the case of any [person] resident, the total amount, in cash or
otherwise, received by or accrued to or in favour of such
[person] resident; or

(i) 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, namely%.”;

by the substitution for paragraph (gA) of the definjtion of “gross income”

of the following paragraph:

“(gA) any amount received or accrued

another person as
the imparting of or

& approved by the Reqistrar of Pension
Funds), except 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;”;
by the insertion after the definition of “Republic’ of the following
definition:
“resident’ means any¥%
(@ natural person who is%a
(i) ordinarily resident in the Republic; or
(i) not at any stage during the year of assessment ordinarily
resident in the Republic, if such person is physically
present in the Republic for a period or periods exceeding
91 days in aggregate during the relevant year of
assessment and was¥s




(aa) on average physically present in the Republic for a
period exceeding 183 days per year during the
preceding three years of assessment; and

(bb) physically present in the Republic for a period or
periods exceeding 91 days in aggregate during each
of such three preceding years of assessment:

Provided that where such person, who becomes a

resident in terms of this paragraph, is outside the

Republic for a continuous period of at least 330 days after

the day such person ceases to be physically present in

the Republic, such person shall be deemed not to have
been a resident from the day that such person so ceased
to be physically present in the Republic; or
(b) any person other than a natural person which is incorporated,
established, formed or which has its place of effective
management in the Republic;”;
(9) by the deletion of the definition of “South Afriean company”;
(h) by the deletion of the definition of “territg

ereby amended by the

section 9C], section 9D, section
(cK) (e), (IA), (j) and (nB), section

38(4), section 57, paragraphs 6, 7, 9, 13, 13A, 14, 19 and 20 of the First
Schedule, paragraph (b) of the definition of 'formula A' in paragraph 1 and
paragraph 4 of the Second Schedule, paragraphs 18, 19(1), 20, 21, 22, 24
and 27 of the Fourth Schedule and 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

. The following section is hereby substituted for section 6quat of the Income
Tax Act, 1962:

“(1) Subject to the provisions of subsection (2), [there] a rebate
determined in accordance with this section shall be deducted from the
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—




(@ any income received by or accrued to such resident [or person]
from any [country other than] source outside the Republic (other
than any foreign dividend contemplated in paragraph (d)), which
iS4
()] not deemed to be from a source within the Republic; or
(i) deemed to be fom 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
section 9D; or

[(c) anyincome 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 (f) of section 9(1); or]

(d) any foreign dividend contemplated in section 9E

[a rebate determined in accordance with this section].

(1A) For the purposes of subsection (1), the reba all be an amount
equal to the sum of any taxes on income prove payable, without
any right of recovery by any person (other thg ight of\recovery in terms
of any entittement to carry back losse any year of
assessment to any year of assessment pr year okassessment),
by—

@) [(D] such resident [of the RepublicNn respegef of%
(i) __any income-contemplatethin subsection (1)(a); 6r
(i) _any dividend cantemplated in sibsectin (1)(d); and

(O)[(i)] ed in section 9D, in
[(b)
©®
©[(i)] pect of any profits from which [such] any

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 foreign entity 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] which is so included in
that resident’s [or person’s or shareholder’s] taxable income: Provided
that where such resident is a nember of any partnership or a beneficiary
of any trust and such partnership or trust is liable for tax as a separate
entity in_such other country, a proportional 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.
(1B) Notwithstanding the provisions of subsection (1A)>—




(@)

(b)

the rebate or rebates of any tax proved to be payable to the
government of any other country or countries shall not in aggregate
exceed an amount which bears to the total normal tax payable the
same ratio as the total taxable income attributable to the income
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—

0] 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
(1), be deducted from any Secondary Tax on Companies
which becomes payable by such _eoNpany after the

determination of such excess 2 limited to an

amount determined by apphy rate of the

Secondary Tax on Compant

(if)

to the amQumt” of the taxable income attributable to the

inclusion of the income contemplated in such

paragraph, after the deduction of—

(@aa) any 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 such excess amount [as exceeds the
amount of any Secondary Tax on Companies as
contemplated in subparagraph (i) or (ii)] may—

[(AA)](a) 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)](b) be set off against the amount of any normal tax
payable by such [company] resident during
such year of assessment in respect of any



(©

(d)

amount derived from [such] any other country
which is included in the taxable income of such
[shareholder] resident during such year, as
contemplated in paragraph (a), (b) [(c)] or (d) of
subsection (1), after any tax payable by such
[company] resident to the government of
[such] any other country in respect of [the] any
amount so included during such vyear of
assessment has been set off against the

amount of—

[(AAA)] such normal tax payable in
respect of such amount of
income; and

[(BBB) any Secondary Tax on
Companies (if any) as

_subparagraph

becomes

Qduring\such year; and]

(B) the excess amount contempleted i paragraph shall not

be allowed to be carried forward ore than\ [three] seven

years reckoned fro S assessment\ when such
excess amount was fokthe i g ardyand

the amount of any taxthis
(i) serX oRany other country in

hich is a] resident as
ich is exempt from tax in terms

provisions of section 9D(9)(f),
wicluded in any income of such

(i) ; aken into account as a rebate against any
normal tax payable by such company 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 by such [company on the
distribution of any profits] resident during any year of
assessment that any income is derived by way of dividends
declared to such [company] resident by any controlled foreign
entity from profits relating to any investment income so previously
included,

no rebate shall be allowed as a deduction from the tax payable by

any [shareholder] resident, in respect of any tax contemplated in

subsection (1A)(c)[(ii)] or (d), which is payable by—

0] 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 companies of which such company forms part)




holds for his or its own benefit less than 10 per cent of the
equity share capital in such company; or

(i) any company in respect of any profits from which the
dividend is declared or deemed to have been declared, if
such [shareholder] resident does not hold a qualifying
interest in such company;

(e) no rebate shall be allowed in respect of any tax 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 which the resident [of the Republic] is entitled under any agreement
between the government 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—

‘controlled company’ means a controlled company a$ yefined in section

9E;

(b)

(4) For the purpo xhount of any forelqn tax proved to
be payable as cbnte}np\ated\ _swbsection (1A) in respect of any amount
which is included n\thé\[%lxable\n{ome of any resident during any year of
assessment, shall be converted to the currency of the Republic by applying
the ruling exchange rate orf the day that such foreign tax is actually paid:
Provided that if such foré/iqn tax_has not been paid by the last day of such
year of assessment the ruling exchange rate on the last day of such year of
assessment shall be applied.”.

Amendment of section 7 of Act 58 of 1962

. 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 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 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 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, he amount by which such market value
exceeds 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 required by the Commissioner for the purposes of this section.”.

Amendment of section 8 of Act 58 of 1962

(@ by the substitution for the words preeéding bparagraph (i) of

“(b) If any amount referred to n p a) Qf this subsection is an
amount which has been recgverey of ing any year of
assessment by a [person r. i 1)X)] resident who

as a result of

m %&r&ﬁy that person of a ship,
i that—";
) of the follQwirg subsection:

and if that persorSatisfies t e G
(b) by the insertion aft rs
“(4A) Th rovisi tion (a)Nfe), (f) or (k) shall not apply in
respect f aw\am\o@\t Whlch E\dee\gned to have been allowed as a
deductionNn tarms_of\sibparagrapP(ix) of the proviso to section 11(e),
section 11(d)(bh), Sectioh, 12B(4B), section 12C(4B), section12D(3A),
section 13(1A\ sécﬂbn istﬁ\s(éA) or section 13ter(6A).".

carries on any business as

Amendment of section 9 of Act 58 of 1962

. Section 9 of the Income Tax Act, 1962, is hereby amended¥
@ by the deletion of paragraphs (a), (b), (bA), (c), (cB), (d), (d)bis and (f)

of subsection (1);

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

(1) of the following subparagraph:

“) 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 spheres 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 80 per cent or more 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 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 (fA) shall be deemed to
have been performed within the Republic.”; and
(d) by the deletion of subsection (5).

Repeal of section 9A of Act 58 of 1962

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

Repeal of section 9C of Act 58 of 1962

. Section 9C of the Income Tax Act, 1962 4

ended¥,
definition of “controlled

N

. Section 9D of the Inceme T
€) by the insertion | s
foreign egzﬂ/ltwf)fkﬂs% ing .
“business estaklish " of roled foreign entity means a place
of business wita¥2 \N\\M\W
@ an (}ﬁlce\ ct warehouse, farm or other structure

which is_owpéd by € controlled foreign entity or held by such
entity under a leaée for a period of not less than one year:

(b) a mine, oiNoras well, a quarry or any other place of extraction
of natural resources, which is owned by such controlled foreign
entity or held by such entity under a lease for a period of not
less than one year; or

(c) a site for the construction or installation of buildings, bridges,
roads, pipelines, heavy machinery or other projects of
comparable magnitude which lasts for at least six months,

through which the business of such entity is carried on, and where¥

() such place of business is suitably equipped with on-site
employees, equipment and other facilities for purposes of
conducting such business;

(i) such establishment has its place of effective management within
the country where such establishment is located; and

(i)  the place of business is maintained in such country outside the
Republic, for a bona fide 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)

(©

(d)

(e)
()

(@)
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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;”;

by the substitution for the definition of “foreign entity” in subsection (1)
of the following definition:

“foreign entity’ means any person (other than a natural person) which
[has its place of effective management in a country other than 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 avoidance of double taxation, is
treated as not being a resident of the Repubilic;”;

by the deletion of the definition of “investment income” in subsection
2);

by the deletion of the definition of “resident” in subsection (1);

by the substitution for subsection (2) of the folloywhg\subsection:

“(2) There shall be included in the income-for the year of assessment

of any resident contemplated in %ﬂiti n %\f(“controlled foreign
entity” in subsection (1), [a] an_dmou gyal Yo the proportional
amount of [any investment] the ng intﬁn‘:/e\[qrec ived by or accrued
to] of such entity for any finarickal year oksuck_entity wkich ends during
such year of assessment of such_resident” which Reass to the total
y\or ®ccrued t9] of such entity

as_the percentage of the
0 such entity bears to

ation to such resident) holds less than 10
per cenf\of the/participation rights in such controlled foreign
entity; and

(b)  the amount of any [investment] income received by or accrued
to such entity by way of foreign dividends, shall for the purposes
of this section be determined in accordance with the provisions
of section 9E, as if such entity had been a resident.”;

by the insertion after subsection (2) of the following subsection:

“(2A) For the purposes of subsection (2), the “net income” of a

controlled foreign entity shall be an amount equivalent to the taxable

income of such entity determined in accordance with this Act as if such
controlled foreign entity had been a resident: Provided that¥s

(@) 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;

(b) 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 may be set off against




(h)

(i)
0)

(k)
0]

11

the income of such entity in the such succeeding year for the
purposes of section 20; and

(9) no deduction shall be allowed in respect of any interest paid by
such entity to any other controlled foreign entity in relation to the
resident, as contemplated in subsection (9)(fA).”;

by the substitution for subsection (3) of the following subsection:

“(3) Where any resident acquires during any year of assessment any

vested right to participate in any amount representing capital of any

controlled foreign entity (other than a company) and%

@ such capital arose from [investment] income received by or
accrued to such controlled foreign entity in any previous year of
assessment during which such resident had a contingent right to
participate in such [investment] income; and

(b) such [investment] income has not been subject to tax in terms
of the provisions of this Act,

such amount shall be included in the income ¢

year of assessment.”;

by the deletion of subsections (4), (4A)

ch resident in such

by the substitution for subsecti of the following
subsections:

“(6) The amount apportion f ar the provisions of
this section, shall be converted [ak a the end of

the financial ye;:}oﬂ"t'he\k m rrency of'the Republic on
the last day of the financiakye e xontroled foreign entity and the
ruling exchange \r\a';e@ t:}i afe, or ah_dverage exchange rate
determined}fg?\sqc y¥ar ihsuch mdnheras the Commissioner may
approve, e i de i

included i t.
(7) Any r y time during any year of assessment,
has a [participa ation right contemplated in subsection (2)

or a vested right contemplated in subsection (3) [or makes any
donation, settle t or other disposition as contemplated in
subsection (4)], shall disclose such fact to the Commissioner in writing
when submitting his return of income for such year and at the same
time furnish such information as may be required by the Commissioner
for the purposes of this section.”;

by the deletion of subsection (8);

by the substitution for subsection (9) of the following subsection:

“(9) The provisions of this section shall not apply—

@ in respect of [investment income] receipts and accruals, other
than [income] receipts and accruals from foreign dividends
contemplated in section 9E, 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
any country other than the Republic, relating to the
proportional amount contemplated in subsection (2) or (4)]
receipts and accruals, after taking into consideration any




(b)
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deductions or allowances under the taxation provisions of such
other country [determined at the ratio as contemplated in
subsection (2) or (4) as the case may be, is more than 85
per cent of the normal tax payable in the Republic] have
been or will be subject to tax on income in a designated country
at a statutory rate of at east 27 per cent 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 for the purposes of the
determination of the tax payable in the Republic on such
proportional amount, such tax shall be an amount which
bears to the total normal 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];
where the [investment income ari

of a substantive

connected to the businm' iti
business enterprise] net inedme rolled foreign entity

which is a company |\& a(ﬁributable& t})\ any business
establishment  of h" cantrolled \ foreign  entity
[conducted through\a pe tablistnneyt as defined

and is effectively

in section 9 d foreigl’ entity] in any
country ublic \|wkere such permanent
establish for conducting the
priaci substantive  business
enterprsel: rovisions of this paragraph shall

notapply t an\q?ecém\&and\,\aéruals%

() \dexived kol aay Sale or service transaction by such
on\n\oj)ed \for\eiq/n entity with any connected person who
is\a residgnt, unless the consideration in respect of such
tran\&agﬁ6n reflects an arm’s length price that is
consistent with the provisions of section 31; or

(ii) derived from—

(aa) any sale of goods by such controlled foreign entity
to _any connected person who is a resident,
unless¥a
(A)  such controlled foreign entity purchased

such goods from an unconnected person
within _the country of residence of such
controlled foreign entity;

(B) the labour, overhead, leasing, machinery
repair, depreciation, and similar production
costs incurred by such controlled foreign
entity to extract, produce, or assemble such
goods amount to 20 per cent or more of the
total costs; or

(C) _ such controlled foreign entity sells goods of
the same or a similar nature to unconnected
persons at comparable prices (after




(bb)
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accounting for transportation and other
bona fide costs of delivery) and such sales
to _unconnected persons constitute more
than 50 percent of the total sales of such
goods by such entity; or

any sale of goods by such controlled foreign entity

to a person (other than a connected person who is

a_ resident), where such controlled foreign entity

initially purchased such goods or any materials,

parts or ingredients thereof from one or more
connected persons who are residents, unless¥

(A)  such goods, materials, parts or ingredients
thereof purchased from connected persons
who are residents amount to 20 percent or
less of the total cost of such goods;

(B) the labour, overhedd\ leasing, machinery
repair, deprecLatﬁ)n ané similar_production
costs _incurred\by _sush controlled foreign
entity to-€xtrack Mrogducs, or assemble the
goods aMou«ﬁ to.20 p\e\r c\e\nt or more of the

tﬁal\_eosts,gor\/) \\‘
(C) t products arg” sold by sphich controlled

forgighn, entity\to \unconnected persons for
elixery Within the\country of residence of
@ suich\controlled Yaieigh entity: or
n

serice yerfefmed-by such controlled foreign

\e\titydq a\dnn\ected person who is a resident,

ukldss \stich ¥érvice is performed outside the

Republicand™—

A)\ Nor the case of any service other than
commission sales or other selling services,
such service relates to the creation,
extraction, production, assembly, repair or
improvement of goods utilised within one or
more countries outside the Republic; or

(B) in the case of any commission sales and
other selling services, such services relate
to _goods of a connected person who is a
resident and such goods are sold to
unconnected persons for delivery within the
country of residence of such controlled

foreign entity:

Provided that¥

(a)

the Minister may by way of general notice

published in the Gazette—

(i) treat one or more foreign countries as one
to the extent such foreign countries reflect a
single economic market and such treatment
will not lead to an unacceptable erosion of
the tax base; or




[(©)

[(d)

(€)

14

(ii) waive the application of this paragraph to
the extent the application of this paragraph
will unreasonably prejudice national
economic _ policies or  South  African
international trade and such waiver will not
lead to an unacceptable erosion of the tax
base; and

(b) the Commissioner may by way of general notice
published in the Gazette waive application of this
paragraph for any form of transaction which is not
exempt under this paragraph, to the extent that the

Commissioner is_satisfied that the form of the

transaction will in all probability not involve pricing

that will be inconsistent with the provisions of

section 31;

(iii) __in the form of dividends, interesL/(o\QaIties, rental income,
annuities, insurance or income of a sjiilar nature (as well
as receipts and accruals Mdealin& in shares, securities
and other properties (iving> ¥ée\to \such receipts and
accruals, to the exteﬁ{ tha{ sych cbntrblled foreign entity
does not deal {7 Such properfies\as itS principal business,

other than receipts and acttuals¥ \2
(aa) iC do\ao&exée\ea\'i r}er cent of the total receipts
and actruals of suchwcontrolled foreign entity; or

wkich alise\from any a¢tivé banking, insurance or
ental busingss «As\defined in subsection (11),
Xcluging am\ sich _receipts _and _accruals _from
a 4
A)\C k@ted person who is a resident; or
B) person who is a resident to the extent that such
eceipts and accruals are effected as part of a
scheme for the purposes of avoiding the
liability for any tax, duty or levy imposed in
terms of this Act or any other Act administered
by the Commissioner;
in relation to the proportional amount of any investment
income attributable to any natural person, arising from any
asset acquired by a controlled foreign entity in relation to
such natural person, before such natural person became
ordinarily resident in the Republic for the first time, in
respect of the first three consecutive years of assessment
ending on or after 28 February 1998;
to any particular class of investment income which is
taxable in a country which the Minister has identified by
notice in the Gazette as a country whose tax on income is
determined on a basis which is substantially the same as
that of the Republic;]
to [investment income] the net income of any controlled
foreign entity [which is—




(m)

(f)

(fA)
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0] deemed to have accrued to the entity from a source
in the Republic in terms of section 9(1)(b) or (bA); or
(i)] to the extent that such income is included in the taxable
income of the entity;
in relation to the proportional amount of [investment income
relating] 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 © have been declared to a
controlled 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 investment income which has been
included in the income of such resident in terms of the
provisions of this section] which is a company by any other
company which is a controlled foreign entity in relation to such

resident; or /m/k
in relation to the proportional amaunt of net income of a

[(@)

by the addition oftoe

controlled foreign entity which Ls/é&(rlbuiab to any resident, to
the extent that it relates to_any interést\ which is paid to such
entity by any other controlléd er/eiqn ent\lw ﬁ\ relation to such
resident; N

to the proportional §

investrneny income] the
listed\on a stock exchange as
changes Control Act,
subsidiary of such

rindirectly holds less than 10 per
share capital in such company or

following subsections:

“(10) The provisions of subsection (9)(b), (f) and (fA) shall not apply in

respect of any resident, where such resident fails to fully comply with

the provisions of section 72A(2).

(11) For the purposes of subsection (9)(b)¥

(@)

(b)

‘active_banking, insurance or rental business’ means an active

business which¥

(i) is licensed or registered to perform as such within the
country of residence of any controlled foreign entity
carrying on such business;

(i) generates more than 50 per cent of its total receipts and
accruals from persons who are not connected persons in
relation to the controlled foreign entity carrying on such
business; and

(i) in_the case of insurance business, would have been
taxed in terms of the provisions of section 28 or 29A, if
such business had been performed in the Republic;

‘interest’ means¥

() interest as contemplated in section 24J;




Amendment of section 9E of Act 58 of 196

(@)

(©)

(d)
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(i) an amount as contemplated in section 24K; or
(i) any other income which, by the laws of the Republic
administered by the Commissioner, is subjected to the
same treatment as income from money lent;
‘rental income’ means any amount received by or accrued to
any person as consideration for the use of, or the right to use,
any movable or immovable property;
‘royalty’ means any amount received by or accrued to any
person as consideration for the use of, or the right to use, any
copyright of literary, artistic or scientific work (including
cinematograph films and films, tapes or discs for radio or
television broadcasting), any patent, trade mark, design or
model, plan, secret formula or process, or any other property or
right of a similar nature, or for information concerning industrial,
commercial or scientific experience.”.

. (1) Section 9E of the Income Tax Act, 19 ded¥a
by the substitution for the @vorg ) (@) of the
definition of “foreign dividend” i SECti » following
words:
“foreign dividend [ reseived by or which
accrued to : tp-the extent that the
dividend A1 profitsdexivéd by such company
from a Sourge i which are not deemed to
be from a\sod epMlic, or from profits which are
deemed to\be ouxce-within the Republic which have
not been subject [ e Republic] which is¥
()] a foreign’entity ag defined in section 9D; or
(i) a resident\to-the extent that the dividend is declared from

(b)

profits derived by such company before such company
became a resident,

and includes the following amounts which shall be deemed to be a
dividend declared by such company to such person¥s”;

by the substitution for paragraph (a) of the definition of “foreign
dividend” of the following paragraph:

‘@)

any amount deemed to have been distributed as
contemplated in_section 64C(3)(a), (b), (c) or (d) by any
company Wwhich is a controlled foreign entity [as
contemplated in section 64C(3)(a), (b), (c) or (d)] to such
person or any resident who is a 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




(©

(d)
()
(f)

(9)
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64C(4) apply: Provided that the provisions of this paragraph
shall not apply in respect of any amount distributed by any
company which is being wound up or liquidated or whose
corporate existence is finally terminated, out of profits of a
capital nature (other than profits of a capital nature derived
from the disposal by such company, on or after the effective
date, of any interest in any other company with retained
profits which were available for distribution by such other
company to such company which would not have been
excluded from the provisions of paragraph (b) had that
paragraph applied); or

by the substitution for the words preceding the proviso to paragraph

(b) of the definition of “foreign dividend” of the following words:

“(b) any amount derived by any person from the disposal by such
person of any share or interest in the fixed capital in a
company which is a controlled foreign-éntity as defined in
section 9D, to the extent that mpany or any
subsidiary of such company basd\any. undistributed profits
[which were derived from z ougside the Republic

within the Republlc whick_have not'been sipjest to tax in

% indirectly “available for

\‘resident™ i subsection (1);

' e p ion3¥ot sections 11(a) and 23(q)374
€) there\shall be a\}{o\veﬁ\to\b/e deducted from any income of a
reS|der\1t\ thléh |\$ defived during any year of assessment
from taxable foréign dividends, an amount of any interest
actually ir\lwnéd 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
(b) any amount whereby such interest contemplated in
paragraph (a) 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 vyear of assessment which are not included in the
taxable income of such resident, and the balance shall34
(i) be carried forward to the immediately succeeding year
of assessment; and
(i) be deemed to be an amount of interest actually
incurred by such resident during such succeeding
year of assessment in the production of income in the
form of foreign dividends.”;
by the deletion of paragraphs (a) and (b) of subsection (7);
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(h) by the substitution for subparagraph (ii) of paragraph (d) of subsection

(7) of the following subparagraph:

“(if)  are or will be subject to tax at a statutory rate of at least 27 per
cent 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); or”;

() by the deletion of the word “or” at the end of paragraph (d) of

subsection (7);

()] by the substitution for subparagraph (i) of paragraph (e) of the following
subparagraph:

“) 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”

(k) by the addition of the word “or” at the end of paragraph (e) of
subsection (7); and
() by the addition to subsection (7) of the followirig paragraph:

“(f) any company out of profits deriyed\\oy such company by way of
any foreign dividend which is”exempt frsm tax in terms of the
provisions of this subsection.™

(b) Subsection (1)
into operation op

Insertion of sectio

. The following sectio
Act, 1962:

is hereby inserted after section 9E of the Income Tax

“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 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).

(3) Where it is established to the satisfaction of the Commissioner that any
amount, or any portion of such amount¥
(@) received by or accrued to any person which is required to be included
in the gross income of such person; or
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(b) which is required to included in the income of any resident in terms of

the provisions of section 9D,

during any vear 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.”.

Amendment of section 10 of Act 58 of 1962

(@)

(b)

(©

. Section 10 of the Income Tax Act, 1962, is hereby am€

the following subparagraphs:

“(iii)  the salary and emolument
office in the Republic as aN_ official.of aNy government, other
than the Governmentof\the Republic, uch person is

(iv)

company contemplated in paragraph (a) 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:”;

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 where such person has his or her or its
place of residence, 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




(d)
(e)

(f)

(9)

(h)

(i)
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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;”;

by the deletion of paragraph (dA) of subsection (1);

by the insertion of the following paragraph after paragraph (gB) of

subsection (1):

“(aC) any%

()] 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;”;

by the substitution for subparagraphs (i) and (ii) of paragraph (h) of

subsection (1) of the following subparagraphs:

“() any person (other than a compaMrdinarily resident
nor carrying] who is not a residentand who does not carry on
business in the Republic; or M\e

(i) [an external] a company whiCh is a tesident and which does

not [carrying] carry on business it the Repuklicy;

by the substitution for the St yrovi of subsection
(1) of the following proviso:

“Provided that, if in uck_steck or securities issued in
respect of a loarkfais Republic, the Treasury
has, with the e, given an undertaking
that the jnte erson [not ordinarily] who
is not a or\by any external company] shall
be exemp public, the interest received by or

accrued to

securities as werg dcquired Ay such person [or company] outside the

Republic and pajd for by such person [or company] in the currency of

any country othenthdn the Republic shall be exempt from normal tax

even if that person [or company] carries on business in the Republic:”;
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 resident:”;

by the substitution for subparagraphs (i) and (ii) of the proviso to

paragraph (hA) of subsection (1) of the following subparagraphs:

“()  the exemption under this section shall not apply to any natural
person who was at any time [ordinarily] a resident [in] of the
Republic if such person has during the year of assessment
carried on business in the Repubilic;

(i) for the purposes of this paragraph [the expression “Republic”
shall include] any person who has his or her place of residence
in any country which has for the purposes of applying any
regulation made under section 9 of the Currency and Exchanges
Act, 1933 (Act No. 9 of 1933), been included in the common




@)

(k)

(1)

(m)

(n)
(0)

()
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monetary area, shall be deemed to be a resident of the
Republic;

by the substitution for subparagraph (v) of the proviso to paragraph

(hA) of subsection (1) of the following subparagraph:

“v) the exemption under this paragraph shall not apply to any
interest received by or accrued to a company which is
[managed and controlled outside] not a resident of the
Republic, if such interest is effectively connected with the
business carried on by that company in the Republic;”;

by the substitution for paragraph (iA) of subsection () 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]
income [or foreign dividends contemplated in section 9E]
received by or accrued to such unit portfolio as has been
distributed, or as the Commissiong satisfied will be
distributed, by way of a dividend gra portjen of a dividend, to
persons who have become entiflet\to such\dividend by virtue of

paragraph (k) of subsection (1) of the fo
“(A) out of [interest™ ~

paragrap

“(aa) to \

capital naturs ‘ ceived by or accrued to or in favour of
any perso ordinarily] a resident of, nor carrying on
business\ i ¢ Republic) distributed by a fixed property
company as @éfined in section1 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 addition of the word “or” at the end of item (cc) of the proviso to

subparagraph (i) of paragraph (k) of subsection (1);

by the substitution for item (dd) of the proviso to subparagraph (i) of

paragraph (k) of subsection (1) of the following item:

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

by the insertion after paragraph (k) of subsection (1) of the following

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);

()] any amount received by or accrued to any person which has
been subject to withholding tax in terms of the provisions of
section 35;%;
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(o)) by the substitution for paragraph (o) of subsection (1) of the following
paragraph:

“(0)

any remuneration derived by%
(i) any person as an officer or crew member of a ship
engaged¥s
[(D](aa) in the international transportation for reward
of passengers or goods; or
[(i1)](bb) in the prospecting (including surveys and
other exploratory word) 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

of assessment;or
(ii) any person in Yespe

Republic_ by s&ct\\pe\so?}\ fbr or _on  behalf of any
emplByerAf %uch\péréon\wa\s\ oﬁ{&de the Republic for a

ntiquoys Y petiod\ of 183 Ways” or longer during the
reldvahnt vear %of assesément and such services were
mde}e}i\dur\mg shsl\ pé)’iod: Provided that the provisions
of this \paradraph skall not apply in respect of any
re}nuhera\ichq d&rived from services rendered for or on
behalf) of \any employer, or holding of any office, as
contemplated in section 9(1)(e);";

n by the substitutionaragraph (p) of subsection (1) of the following
paragraph:

“(R)

any amount received by or accrued to any person who is not
[ordinarily] a resident [in] of the Republic, for services
rendered or work or labour done by him outside the Republic for
or on behalf of any employer in the national or provincial
spheres ~ 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 80 per cent
or more of the expenditure of such entity is defrayed directly or
indirectly from funds voted by Parliament, if such amount is
chargeable with income tax in the country in which he is
ordinarily resident 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] or such public entity;”.
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Amendment of section 10A of Act 58 of 1962

. 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:

“(4) The valuator 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

(@) by the substitution for thg

“For the purpose
person from_carryi

(b)
(©

by the additioR following subparagraph to the proviso to
paragraph (e):
“(iX) __where any such machinery, plant, implement, utensil or article
was 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 from 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 diminished;”;
(d) by the substitution for subparagraph (ii) of paragraph (gA) of the
following subparagraphs:
“(i)  in obtaining any patent or the restoration of any patent under the
Patents Act, 1978, or the 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; or”;
(e) by the substitution for the words preceding subparagraph (A) of
paragraph (cc) of the proviso to paragraph (gA) of the following words:




(f)

(h)

(@)
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“(cc) 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 from any other person
who is a resident of the Republic or who is ordinarily resident in
a neighbouring country (or, in the case of a company, [a
domestic company or a company] is incorporated [managed
or controlled] or has its place of effective management in a
neighbouring country), i—

by the substitution for paragraph (dd) of the proviso to paragraph (gA)

of the following paragraph:

“(dd) 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 [a] who is ordinarily resident in a
neighbouring country (or, in the c of a company, [a
domestic company or a companyt’is incorporated [managed
or controlled] or has its place“wf effective management in a

neighbouring country), an i i

relation to the taxpayer, t

ark, copyright or other

exXpenditure which has qualified in whole
i or allowance under any of the other
section) actually incurred by the taxpayer
during the ear” of assessment in obtaining the extension of the
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), or 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;”;
by the deletion of paragraph (gC);
by the substitution for the words following subparagraph (vii) of
paragraph (o) and preceding the proviso thereto of the following words:
“which have been scrapped by such taxpayer during the year of
assessment, such allowance to be the excess of the original cost to
such 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, plant, implements, utensils,
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articles, transmission line or cable or railway line over the total amount

arrived at by adding%a

(aa) all the allowances made in respect thereof under the provisions
of paragraph (e) of this section, or section 12(1), or section 12(1)
as applied by section 12(3), or section 12A(2), or section 12B, or
section 12C, or section 12D, or section 13(1), or section 13(1)
as applied by section 13(4) or (8), or section 13bis(1), (2) or (3),
or section 13ter(2) or (3), or section 14(1)(a) or (b), or the
corresponding provisions of any previous Income Tax Act, or
section 14bis(1)(a), (b) or (c), or section 24F, or section 24G, or
section 27(2)(b) or (d); or

(bb) in the case of any 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,
plant, implements, utensils, articles, trapsmigsion line or cable or
railway line, which was during any” previods financial year or
years used by the taxpayer in the"xgurse ofany trade carried on
by such taxpayer, the receipts and>a€crals\of which were not
included in the income of Suchtaxgayer\duking such year or
years, all the allowanges\which codld have been\made in terms
of the provisions refefred to\in dem ¢4a) as if such receipts and
accruals beepinchuded in Suchtaxpayex's income?”

building, shipbuilding
#;, permanent work, road
plant, implements, utensils

. Section 11bis 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:

“(i) 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 paragraph (a) of subsection

(4) of the following words:

“(4) For the purposes of subsection (3) the marketing expenditure on

which the marketing allowance is to be calculated shall 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—"*;
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(c) by the substitution for the words following paragraph (e) of subsection
(4A) of the following words:
“so much of such expenditure as the Commissioner is satisfied was in
effect borne by any producer of any pastoral, agricultural or other
farming produce exported by the said Association or by any such
committee, board, society or company or by some other person under
marketing arrangements controlled by the said Association or by such
committee, board, society or company, shall for the purposes of this
section be deemed to be marketing expenditure incurred by such
producer, provided such expenditure, had it been incurred directly by
such producer, would have ranked for deduction from his income under
section 11 [or 17], and, where such expenditure was incurred by any
such co-operative agricultural society or company or farmers’ special
co-operative 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 thi

Amendment of section 12B of Act 58 of

. Section 12B of the Income T, ct, 196
insertion of the following subsection gfter subsecti
“(4B) Where any asset in pespect o WNCh deduction is €laimed in terms
of this section was duriad any previolis financial \eahk brought into use for the
first time by the taxaayé( fcﬁ fhe \murbosl{s of é@\%de carried on by such
taxpayer, the receipts™and accruals fiom xfhich”were not included in the
income of suck_taxpayerdiingcsuch™year,\any deduction which could have
been allowed ir\teﬁ*ms\of\th{s \s\éotion%inq such previous year or any
subsequent year that\such asSet Wwas“used by such taxpayer shall for the
purposes of this s\e\ctibn)be\déeiﬁed 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\s\y;zt{ taxpayer.”.

=)

Amendment of section 12C of Act 58 of 1962

. Section 12C of the Income Tax Act, 1962, is hereby amended¥
(@) by the insertion of the following subsection after subsection (4):
“(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 from 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.”;
(b) by the substitution for subsection (5) of the following subsection:
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“(5) The deductions which may be allowed or deemed to have been
allowed in terms of this section and section 11(0) in respect of any
asset shall not in the aggregate exceed the cost to the taxpayer of such
asset.”.

Amendment of section 12D of Act 58 of 1962

. Section 12D of the Income Tax Act, 1962, is hereby amended¥

(@)

(b)

(©)

by the substitution for subsection (2) of the following subsection:
“(2) In respect of any new and unused affected asset which %

@ is owned by the taxpayer and is brought into use for the first

time by such taxpayer on or after the effective date; and
(b) is used directly by such taxpayer¥s
[()  inthe production of hisincome; gnd
@i)]  inthe carrying on his sole busines ;
[(@a)](i) the transportatj ons, goods, things

or natural
[(bb)](ii) the tr iSst Iectricity or any

the cost actually inc rre%\

acqwsmogglc/uc%%?s t t\th nt hat such affected asset is
used in the{production of his\neome.

by the inser IIo |2§sed€‘sect|o aftersubsection (3):

“(3A) wm cted sp of which any deduction is
claimed ¥ _teqms, ofthis s&ttion Was during any previous financial year
brought |n\tQ u\&e \for fhé\flré(\’me/B/ the taxpayer for the purposes of
any trade carried oh by Such\taxpavyer, the receipts and accruals from
which were ndt inclidetl itY'the income of such taxpayer during such
year, any dedu\(slion Wﬁich could have been allowed in terms of this
section during sughr’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 taxpayer.”;

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.”;

Amendment of section 13 of Act 58 of 1962

. Section 13 of the Income Tax Act, 1962, is hereby amended¥

(@)

by the insertion of the following subsection after subsection (1):

“(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




(b)
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trade carried on by such taxpayer, the receipts and accruals from
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.”;

by the substitution for subsection (2) of the following subsection:

“(2) The aggregate of the allowances allowed under subsection (1) or
the corresponding provisions of any previous Income Tax Act, or
deemed to have been allowed as mntemplated in subsection (1A), in
respect of any building or improvements shall not exceed the cost
(after the deduction of any amount referred to in subsection (3) or the
corresponding provisions of any previous Income Tax Act) of such
building or improvements, as the case may be, less the aggregate of
any allowances made to the taxpayer in re L of such building or
i : 2ction (7) or section
11(g) or the corresponding provisions”x revious Income Tax
Act.”.

. Section 13bis of the la€ome Tax Ack, 1 N amended¥4

(@)

(b)

by the insertion of gubsection (3):

“(3A) Where an ich any deduction of an
aIIowanée |S<da[méd\m ters bf\fhls\sectlon was during any previous
financial year\or Yeats \used by the taxpayer for the purposes of any
trade carried oq Dy such tsxpayer, the receipts and accruals from
which were ﬁQt h\cjhde\j invthe income of such taxpayer during such
year or years, wny deduction which could have been allowed during
such _previous y\eavl%r 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.”;

by 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 thirteen, 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
as contemplated in subsection (3A), in respect of the cost of any
building or portion thereof or any improvements or portion thereof shall
not exceed such 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

. Section 13ter of the Income Tax Act, 1962, is hereby amended¥

(@)

by the insertion of the following subsection after subsection (6):



(b)

Amendment of section 14 of Act 58 of 1962

(@)

(b)

(©
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“(6A) 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 used by the taxpayer for the purposes of any trade
carried on by him or her the receipts and accruals from which were not
included in the income of such taxpayer during such vyear, any
deduction which could have been allowed during such previous year in
terms of this section shall for the purposes of this section (excluding
the provisions of subsection (7)(a)) be deemed to have been allowed
during such previous year as if the receipts and accruals of such trade
had been included in the income of such taxpayer.”;

by the substitution for subsection (10) of the following subsection:

“(10) The aggregate of the allowances allowed or deemed to have
been allowed under the preceding provisions of this section in respect
of 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.”.

anuary 1974 any [South African

company] assoyj poration or company contemplated in

paragraph (a) f the definition of ‘company’ in_section 1 (being a

[person referred\t/g/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

that3.*;

by the substitution for the definition of “South African ship” in

subsection (2) of the following definition:

“South African ship’ means¥

@ a ship which is owned by a [person referred to in section
9(1)(c)] resident who carries on any business as owner or
charterer of any ship, 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]
association, corporation _or _company contemplated in
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paragraphs (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

. 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:

(@)

(b)

“(0)

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 such
[person] resident on or after the first day of April, 1965,
concludes a contract for the acquisition by him of a new aircraft
(whether built or still to be built), or of-an\aircraft which is not
new and is proved to the satisfaCtion of the Secretary for
Transport at all times since #S\\construction to have been

type, and such person sa¥sfie
aircraft in question is©r Wll be\registered by

o~ forty per cent. of the
at” aircraft, or, if at the time at
paragraph has to be made, the
" not yet been determined, of the

years, or, if the Commissioner agrees, three years after the end
of that year of assessment or, if the said person does not so
satisfy the Commissioner, an allowance in respect of any year of
assessment equal to forty per cent. of the portion, if any, of the
adjustable cost price of the aircraft paid by him during that year
of assessment: “;

by the substitution for subparagraph (iii) of the proviso to paragraph (b)
of subsection (1) of the following subparagraph:

“(iii)

if in respect of any year of assessment the Commissioner is no
longer satisfied that an aircraft in respect of which an allowance
has been made under the preceding provisions of this
paragraph (whether in the current or any previous year of
assessment) will be registered in the Republic or will be used by
the taxpayer as aforesaid, or if in any year of assessment any
such aircraft which has been registered in the Republic or has
been used by the taxpayer as aforesaid, ceases to be so
registered or used, or if in any year of assessment the taxpayer
ceases to be a [person referred to in paragraph (c) of
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subsection (1) of section nine] resident, so much of the
amount of the said allowance as is not in terms of subsection (4)
of section eight required to be included in the taxpayer’s income
for the current or any other year of assessment and is not in
terms of paragraph (a) of subsection (2) of this section required
to be deducted from the cost or estimated cost price of a further
aircraft acquired to replace such aircraft, less such amount as
would, if this paragraph had not been enacted, have been
allowed to the taxpayer by way of deductions (in addition to
those actually allowed) under paragraph (a) of this section or
paragraph (o) of section eleven, either in the current or any
previous year of assessment, shall in terms of this proviso be
included in the income of the taxpayer for the current year of
assessment;”;
(c) by the substitution for subparagraph (i) of paragraph (c) of subsection
(1) of the following subparagraph:
“()  the person is a [person mentioneg-An secgton 9(1)(c)] resident
who carries on _any business_ds\owner\or charterer of any

(d) by the substitution for the wg
(3) of the following words:
“If during any year

included in
assessment th
the sum of—".

income in such first-mentioned year of

amount (if any) by which the said allowance exceeds

Repeal of section 17 of Act 58 of 1962

. Section 17 of the Income Tax Act, 1962, is hereby repealed.

Amendment of section 18 of Act 58 of 1962

. Section 18 of the Income Tax Act, 1962, is hereby amended by the
substitution for paragraph (a) of subsection (1) of the following paragraph:

“(@) any contributions made by him during the year of assessment to any
medical scheme registered under the provisions of the Medical
Schemes Act, 1998 (Act No. 131 of 1998), or any fund which is
registered under any similar _provision contained in the laws of any
other country where the medical scheme is registered,”.
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Amendment of section 20 of Act 58 of 1962

. Section 20 of the Income Tax Act, 1962, is hereby amended¥a

(@)

(b)

(©)

by the substitution for the words preceding paragraph (a) of subsection

(2) of the following words:

“For the purpose of determining the taxable income derived by any

person from carrying on any trade [within the Republic], there shall

be set off against the income so derived by such person¥s”;

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

paragraph:

“(b) any assessed loss incurred by the taxpayer during the same
year of assessment in carrying on [in the Republic] any other
trade either alone or in partnership with others, otherwise than
as a member of a company the capital whereof is divided into
shares.”;

by the substitution for the proviso to s

proviso:

“Provided that there shall not be set

(a)

(b)

e carrying on within the Republic

of an?\tra}ie hny%\>

)] ésse\sz)ed Ibss incurred by such person during such vear;

(i) any\bana/nce of assessed loss incurred in any previous
year of assessment,
in carrying on any trade outside the Republic.

Amendment of section 23F of Act 58 of 1962

. (1) Section 23F of the Income Tax Act, 1962, is hereby amended¥

(@)

(b)

by the substitution for paragraph (c) of subsection (1) of the following

paragraph:

“(c) it is shown by him that by reason of the loss or destruction of
such trading stock or the termination of the agreement in terms
of which such trading stock was acquired by him or for any other
reason, such trading stock will neither be disposed of nor held
by him, to the extent that such expenditure was actually paid.”;

by the deletion of the words following paragraph (c) of subsection (1).

(2) Subsection (1) shall be deemed to have come into operation on 23
February 2000.
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Amendment of section 23H of Act 58 of 1962

. (1) Section 23H of the Income Tax Act, 1962, is hereby amended by the
substitution for paragraph (a) of subsection (1) of the following paragraph:

@)

which is allowable as a deduction in terms of the provisions of section
11(a), [(b)] (c) or (d) or section 28(2)(c); and”.

(2) Subsection (1) shall be deemed to have come into operation on 23
February 2000, and shall apply in respect of any expenditure incurred on or
after that date.

Amendment of section 24F of Act 58 of 1962

. Section 24F of the Income Tax Act, 1962, is hereby amended¥

(@)

(b)

(©)

by the substitution for the words preceding paragraph (a) of subsection
(7) of the following words:
“The amount of any print cost arketing expenditure

contemplated in section 11bis w gy Xe \allowed under the

on (7) of the
following proviso:
“Provided furth {nt cost or marketing
of this subsection shall
e purposes of [sections]

punt of print cost or marketing

subsection (9) okthe following paragraph:

“(b) any amourt o6f such marketing expenditure which has been
allowed as a deduction in terms of subsection (7) and which has
not been taken into account in the calculation of the marketing
allowance by reason of the provisions of paragraph (a) or (b) of
this subsection shall be deemed for the purposes of section
11bis to be an amount of marketing expenditure incurred in the
succeeding year of assessment and allowed as a deduction in
that year under the provisions of section 11 [or 17].”.

Amendment of section 241 of Act 58 of 1962

. Section 241 of the Income Tax Act, 1962, is hereby amended¥

(@)

by the substitution for the definition of “foreign currency” in subsection

(2) of the following definition:

“foreign currency’ means in_respect of any trade carried on by any

person¥s

€)) within _the Republic, any currency which is not legal tender in the
Republic, or
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(b) in_any country autside the Republic, any currency which is not
legal tender in such other country;”;
(b) by the substitution for the words preceding paragraph (a) of subsection
(2) of the following words:
“(2) In determining the taxable income of any person derived from
carrying on any trade by him [within the Republic] in respect of any
year of assessment ending on or after 1 January 1994, there shall be
included in or deducted from the income so derived, as the case may
be, any transitional exchange difference (but subject b the provisions
of subsection (3)) and any exchange difference¥s*;
(c) by the substitution for paragraph (b) of subsection (2) of the following
paragraph:
“(b) arising from a loan or advance owing by such person or a debt
incurred by such person, where such loan or advance has been
utilized or such debt has been incurred in order to finance

(d) by the substitution for the words pre

following section:
“Income of trusts and\penefigiaries of trusts.3
Any loss, assessed loss et balance of assessed loss as contemplated in
section 20, incurred in the year of assessment or in _any previous year of
assessment, as the case may be, by any person in his capacity as trustee of a
trust shall not be allowed to be deducted or set off against any amount in
respect of which any beneficiary of such trust has a vested right in terms of
the trust instrument, as defined in the Trust Property Control Act, 1988 (Act
No. 57 of 1988), in terms of which such trust is created (whether or not such
vested right is obtained by virtue of the exercise of any discretion by such

trustee).”.

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

Insertion of section 25D in Act 58 of 1962

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

“Determination of taxable income or losses in foreign currency.%



35

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 determined with reference to
the ruling exchange rates during such year as the Commissioner may
approve, 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

. Section 27 of the Income Tax Act, 1962, is hereby amended by the
substitution for paragraph (a) of subsection (2) of the fghowing paragraph:
“(a) e specified period in

or the year of
deductions under this

¥ard from a previous year of
assess 3 aggregate value of the business
conducted [culurs gperative with its members during
value of all business conducted by it
during such year;”

Amendment of section 28bis of Act 58 of 1962

. Section 28bis of the Income Tax Act, 1962, is hereby amended by the
substitution for paragraphs (a) and (b) of subsection (1) of the following
paragraphs:

“(@) that any company (hereinafter referred to as the subsidiary) which is
[incorporated, managed and controlled in the 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 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

(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
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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

. 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

. Section 31 of the Income Tax Act, 1962, is hereby amended¥
(@ by the substitution for the definition of “international agreement’ in
subsection (1) of the following definition:

international agreement’ means a transactior

entered into between—
(@)(i) a [person who, in the case o Rerson, is ordinarily

pperation or scheme

(i) any oth_er pers

ordinarily res

3l person, is
the case of a
, IS managed or
resident; or

ral person, is ordinarily

(b)(i)

(i) '
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,

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
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
(inany other 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] is 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 outside the Republic; and”; or
(d) (i) a person who is a resident; and
(i) any other person who is a resident,
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where either of such persons is as a result of the application of the
provisions of any agreement entered into by the Republic for the
prevention of double taxation, not subject to tax in the Republic;”;

(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

in subsection (1), whether directly or indjre&t
(1) any connected person (in refation

person, is manage
resident; or
(i) any other
other than

Amendment of section 33 of Act 58 of 1962

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

. Section 35 of the Income Tax Act, 1962, is hereby amended¥

by the substitution for subsection (1) of the following subsection:

“(1) Any person [(not being a person who is ordinarily resident in
the Republic or a domestic company) to] (other than a resident) by
whom any amount [referred to in paragraph (b) or (bA) of
subsection (1) of section 9 is deemed to accrue from a source
within the Republic] is received or to whom any amount accrues by
virtue of%

(@)

(@)

(b)

the use or right of use in the Republic of, or the grant of

permission to use in the Republic¥s

(i) any patent as defined in the Patents Act, 1978 (Act No.
57 of 1978), or any design as de'fﬁe\d in the Designs Act,
1993 (Act No. 195 of 1993), af any trade mark as defined
in the Trade Marks Act_ 1993 (Act No. 194 of 1993), or

any copyright as def'u'éd ir]/f’ﬁé Chpyﬁqht Act, 1978 (Act
no. 98 of 1978), or any odek pattern\plan, formula or

process or any other praperfy oh right\of & similar nature:

or
(i) any mofﬁﬁpic&e\ﬁ{rx,oxmgilm or \M tape or disc
for @se _in_donneckop  With\ television, or any sound
ing_or advektising mattextsed or intended to be
us&i\ conneéﬂon\wlth/stotlon picture film, film or
<video Yabe oKuisc,
whetessevar shch patent, design, trade mark, copyright, model,
patte?n, Nar\ fc\)rr?\ula\ process, property, right, motion picture
film, fillg, Wcfeo ‘tape”or disc, sound recording or advertising
matter h\as bee,?{ produced or made or such right of use or
permission\ha§ 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
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 out of the Republic,

shall [(apart from taxable income derived by him from other
sources) be deemed to have derived from that amount a taxable
income equal to thirty per cent of that amount] be liable for tax, to




(b)

(©)

(d)
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be known as the withholding tax o royalties, which shall be 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
person (other than a person who has his or her or its place of
residence in a neighbouring 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.”;

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
being 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(1)(b) or (bA)]
subsection (1), or who receives payment of apy“stich amount on behalf
of such other person, shall within 14 day e end of the month
3 e said payment is
received, as the case may be, g withip>such futher period as the
[ which shall be

[deemed to be an advance] g fi el behalf of such
other person) to the Commigsiona( i » other person’s
[obligation to p ] \iabili the year of
assessment d S J_amount accrues to or is
received b '

cent of

to the

such form

for the pyrposes/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;”;

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

“(c) The general provisions contained in Parts 1to VIof [subsection (2)
of section five] 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

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

“Levy of donations tax%
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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 referred 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

. 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:

“()  before the donor [being a person other tha
[ordinarily] a resident [in] of the RepublicA
case of a company, became for1
company]; or’.

a company] became
irst time [or, in the
time, a domestic

Amendment of section 64B of Act 58 0k196

#hg subsection:
e benefit of the National

)96 by awy” company [on or after 14 March 1996]

which is a resideqt.”:

(b) by the substitutio f 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 (f) 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 (e)(ii) or (iii) or (f), which have during
the dividend cycle in relation to such firstmentioned dividend accrued to
the company:”;

(c) by the deletion of paragraph (h) of subsection (5);

(d) 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¥a
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() sources within or deemed to be within the Republic in terms of
section 9 [9C or 9E]; and
(i) sources outside the Republic which are not deemed to be from a
source in 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.”.
(2) Subsection (1)(b) shall be deemed to have come into operation on 23
February 2000, and shall apply in respect of any foreign dividend%a
€)) received by or accrued to any company on or after that date; or
(b) which accrued to the company before 23 February 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%
0] the company declaring the dividend is lisgted on a recognised
stock exchange; or
(i) in any other case, the chief executivedfficer g
(@aa) an external auditor
dividend; or
(bb) S IWdend is situated in a

d¥a
pany declaring the

. (1) Section 64C ofY ax Act, 1962, is hereby amended¥
€)) by the deletlon of the’ word “and” at the end of paragraph (h) of
subsection (4);
(b) by the addition of the word “and” at the end of paragraph (i) of
subsection (4); and
(c) by the addition to subsection (4) of the following paragraph:

“(D to any loan granted to any recipient which is a company by any
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 holds any of the equity share
capital in such other company.”.

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

Amendment of section 72 of Act 58 of 1962

. Section 72 of the Income Tax Act, 1962, is hereby amended by the
substitution for paragraph (b) of subsection (2) of the following paragraph:



42

“(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 is a resident [as defined in section 9C], notify
each shareholder who is a resident of the amount of such taxable
foreign dividend.”.

Insertion of section 72A in Act 58 of 1962

. The following section is hereby inserted after section 72 of the Income Tax
Act, 1962:

“Return as to participation right in controlled foreign entity%

(1) Every resident who¥
@ directly or indirectly holds 10 per cent or morexo{?he participation rights
in any controlled foreign entity as contemplat€d in seetion 9D: and
(b)  together with any connected person ip-félation to\such resident, holds
more than 50 per cent of the total garticipation Nghts in such controlled

foreign entity, \nm x‘ﬂ\
shall submit to the Commissionex/e\retu lecting ch\information as

contemplated in subsection (2) re}atiqu\to s\{ch &6ntro|led\fobeiqn entity, in
such form and within suchAimexas haybe\prescrised by the Commissioner:

Provided that the provisions of this s\Jbéc\e/\gtioﬁ\%\hall\ot apply to any resident
where any person whg is\a resident any who is a>edpriected person in relation

to such resident” holds a gredter percentagé of the participation rights than

such resident.
(2) The return\gf %m%g\mcw in subsection (1) relating to any

controlled foreign ety shay sﬁo\k\fuh\(%
(@) the name, addgess_and \cotritry of residence of such controlled foreign

entity;
(b) a descrlptlon o\ey/lous classes of the participation rights in such
controlled foreign entity;,
(c) the percentage and class of participation rights held by such resident
(d)

whether directly, indirectly or together with connected persons;
the percentage and class of participation rights held by any other
resident (who is a connected person in relation b such resident) who
directly or indirectly holds 10 per cent or more of the participation rights
in such controlled foreign entity;
an_income statement and balance sheet of such controlled foreign
entity prepared in pursuance of the laws of the country of which such
controlled foreign entity is a resident;
(0] a_description of the receipts and accruals of such controlled foreign
entity which are¥s
(i) included in the income of such resident in terms of the
provisions of section 9D;
(i) not included in the income of such residents in terms of the
provisions of section 9D(9);
(g) a description of any amount of tax proved to be payable by such
controlled foreign entity to the government of any other country in

®
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respect of any income contemplated in paragraph (f)(i), including
particulars 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 as contemplated in
subsection (1), shall submit the relevant information referred to in subsection
(2)(a), (b), (d), (e) and (q) relating to any other resident contemplated in
subsection (2)(d) to such other resident.
(4) Every resident who receives any information as contemplated in
subsection (3), shall submit such information to the Commissioner in such
form and in such manner as the Commissioner may prescribe.”.

Amendment of section 89bis of Act 58 of 1962

. Section 89bis of the Income Tax Act, 1962, is hereby amended¥
€)) by the substitution for the words preceding paregraph (a) of subsection
(3) of the following words:
“(3) For the purposes of this sect
comprehended in the definition Q
donations tax.”;
(b) by the deletion of paragraph

means the taxes
1, excluding[%]

reby amended¥

ding paragraph (a) of subsection

donations tax any secopdary tax on companies.”
(b) by the deletion of pardgraphs (a), (c) and (d) of subsection (3).

Amendment of section 89quat of Act 58 of 1962

. Section 89quat of the Income Tax Act, 1962, is hereby amended¥4
@) by the addition of the word “and” at the end of paragraph (c) of the
definition of “credit amount” in subsection (1);
(b) by the addition of the following paragraph to the definition of “credit
amount” in subsection (1):
“(d) 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 6quat;”.

Amendment of section 90 of Act 58 of 1962

. Section 90 of the Income Tax Act, 1962, is hereby amended by the
substitution for the words preceding paragraph (a) of the following words:
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“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¥a”.

Amendment of paragraph 1 of Fourth Schedule to Act 58 of 1962

. Paragraph 1 of the Fourth Schedule to the Income Tax Act, 1962, is
hereby amended%,
(@) by the substitution for paragraphs (b) and (bA) of the definition of

“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 tered office in the
Republic] a resident;

(bA) unless the Commissioner in Nlar case otherwise

directs, any member of a ) {f such member is
[ordinarily] a resident [in th j

(b) by the substitution for wordspreceding ag) of paragraph
(i) of the exclusions to the defiQi ' of the following
words:

“(ii) ) spect of services rendered or to

Reépublic] or an employee

, (©), [or] (d), (e) or () of the

paragraph \a_gerson shall not be deemed to carry on a trade
independently as aforesaid¥4”;
(c) by the substitution for paragraph (d) of the definition of “representative
employer” of the following paragraph:
“(d) in the case of any employer who is not [ordinarily] a resident
[in the Republic], any agent of such employer having authority
to pay remuneration who is a resident,”.
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(2) Subsection (1)(b) shall¥
€) in so far as it inserts the reference to paragraphs (e) and (f) be deemed
to have come into operation on 1 August 2000; and
(b) in so far as it deletes the words “ordinarily” and “in the Republic” come
into operation on 1 January 2001, and shall apply in respect of any
year of assessment commencing on or after that date.

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

. 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
(b) representative _employer in the case of anwérr\mloyer who is not a

resident,
(whether or not registered as an employer upde h 15), who pays or
becomes liable to pay any amount by wa ion to any employee
shall, unless the Commissioner has grante uth ity to the contrary, deduct
or withhold from that amount by wg an\amwyunt which shall
be determined as provided in p 2> whichever is
applicable, in respect of theiab that employee, or, if such
remuneration is paid o 0 is married and such

gtich liability of that spouse,
and shall pay t ; thheld to the Commissioner within
seven days after ¥ he dyring which the amount was deducted

the end of such month, Within $ever days after the day on which he ceased to
be an employer, or\in either case within such further period as the
Commissioner may approye:”.

Amendment of paragraph 9 of Fourth Schedule to Act 58 of 1962

. 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:

“(1) 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 Act, to the rebates applicable in terms of section 6 and section 6quat of
this Act and to any other factors having a bearing upon the probable liability of
taxpayers for normal tax, prescribe 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, 11 and 12, be
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determined in accordance with such tables or where subparagraph (3) is
applicable, in accordance with that subparagraph.”.

Amendment of paragraph 17 of Fourth Schedule to Act 58 of 1962

. 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 Act, to the rebates applicable in terms of section 6(2) and (3)(a) and
section 6quat 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 genérally, for the purpose of
estimating the liability of such taxpayers for notfng and the Commissioner
may prescribe the manner in which such tap \pph

. Paragraph 2 of the }

amended by the sub 2 oIIowing paragraph:

“(3) Any person f(othetr ig’not [ordinarily] a resident
and is not carrying 8SS | Republic [and any company which is
not a South Afxca Ot carrying on business in the

Republic], shall ngt payment of any loan portion: Provided
that any person (otht ypany) who proves to the satisfaction of the
Commissioner that his\businegs operations in the Republic are of a temporary

deemed to be carrying on business in the Republic.”.

Amendment of paragraph 1 of Seventh Schedule to Act 58 of 1962

. 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 following definition:

“official rate of interest’ means¥a

(@) in_the case of a loan which is denominated in the currency of the
Republic, the rate of interest fixed by the Minister from time to time by
notice in the Gazette; or

(b) in the case of a loan which is denominated in a foreign currency, a
market related rate of interest;”.
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Amendment of item 15 of Schedule 1 to Act 77 of 1968

. (1) Item 15 of Schedule 1 to the Stamp Duties Act, 1968, is hereby
amended by the substitution for subparagraph (i) of paragraph (hA) of the
Exemptions under paragraph (3) of the following subparagraph:

“) 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

. Section 1 of the Value-Added Tax Act, 1991, is hereby
substitution for the words preceding the provispA0
the Republic” of the following words:

anended by the
definjtion of “resident of

. Section 1 of the Taxon Ret
@ by the sybstuth
subsection (3
“guaranteed

in

an annuity contemplated in
section [29(4)(a)iii)] 2 of the Income Tax Act, where such
annuity is contractughty 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
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)(a) of the Income Tax Act.”.

Amendment of section 3 of Act 38 of 1996

. 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 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];



(©)

48

“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 deemed to be within the Republic as contemplated in
the last-mentioned sections 9 and 9C]J; and”.

Amendment of section 4 of Act 38 of 1996

. Section 4 of the Tax on Retirement Funds Act, 1996, is hereby amended¥s

(@)

(b)

(©

(d)

by the substitution for paragraph (c) of the following 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
such tax period;”;

by the substitution for subparagraphs (i) and (ii) of paragraph (d) of the

following subparagraphs:

“) representing business of such uptaxed
contemplated (UL
Income Tax Act
paragraph (c));

(i) equal to the [stat

subparagraph:
“() sectign

(ii) of paragraph (1}
“section [29(4)(]
assets—".

Amendment of section 16 of Act 38 of 1996

Section 16 of the Tax on Retirement Funds Act, 1996, is hereby

amended¥.

(@)

(b)

by the substitution for paragraph (k) of the following paragraph:

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

by the substitution for subparagraph (vii) of the following

subparagraph:

“(viii) in respect of the inclusion of any [investment income] amount
in the income of any fund.”.
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Amendment of section 13 of Act 9 of 1999

. Section 13 of the Skills Development Levies Act, 1999, is hereby
amended¥
(@ 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);
(©) by the addition of the following paragraph:
“(1)___jurisdiction of courts as contained in section 105,”;
(d) by the addition of the word “and” at the end of subparagraph (vi); and
(e) by the addition of the following subparagraph:
“(vii) _jurisdiction of courts.”.

Amendment of section 12 of Act 30 of 2000

. Section 12 of the Taxation Laws A 2000, is hereby
amended by the substitution for paragraph wing paragraph:

“(c) the taxable income of any company cofte paragraph 2(b) or

(c) of Schedule 1 to this A : sMment commencing

on or after 1 April 2000 and\endi ' [ b

ending on 31 March

Section 24 endment Act, 2000, is hereby
amended by the\sub or suparagraph (i) of paragraph (b) of
subsection (1) of sextion e Income Tax Act, 1962, of the following
subparagraph:

“(i)  during the year of aSsessment preceding the year of assessment of
such public benefit organisation during which the donation is received,
distributed or incurred the obligation to so distribute at least 75 per cent
of the funds received by [or accrued to] such organisation by way of
donations which qualified for a deduction in terms of this section,".

Amendment of section 35 of Act 30 of 2000

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

“(@) The Minister shall, by notice in the Gazette, determine any activity which
is of a philanthropic [and] or benevolent nature, having regard to the needs,
interests and well-being of the general public for the purposes of this section.”.
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Amendment of section 59 of Act 30 of 2000

. (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
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

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

“(iii)  ‘investment income’ means any [invest
section 9C of the Income Tax Act, 19
(aa) dividends; [and]
(bb) [any] proceeds derived from i ading in financial
\er derivatives),

ome as defined in
udes]¥

(cc)  annuity, other than$
(A) pensionéln cqns\ltier tio mployment; or
(B) payments ?n\a/de \under “the iﬁ)\&\al/secunty system of any

other C
(dd) w@a&hﬂclu% %Lg% &5
(A) Interest s\ MI d in section 24J;

(B) any anount'rs contemplated in section 24K: or

(C) any\other| intome which, by the laws of the Republic
a&ministe/ed by the commissioner, is subjected to the
same tréatment as income from money lent;

(ee) rental income received by or accrued to any person as
consideration for the use of, or the right to use, any movable or
immovable property; and

(N amount received by or accrued as consideration for the use of,
or the right to use, any copyright or literary, artistic or scientific
work (including cinematograph films and films, tapes or discs for
radio or television broadcasting), any patent, trade mark, design
or model, plan, secret formula or process, or any other property
or right of a similar nature, or for information concerning
industrial, commercial or scientific experience;”.

Short title and commencement

. (1) This Act shall be called the Revenue Laws Amendment Act, 2000.

(2) Save in so far a is other wise provided in the Act or the context otherwise
indicates, will come into operation on 1 January 2001, and shall apply in
respect of years of assessment commencing on or after that date.



