NOTES ON THE

PROPERTY & TAX GUIDE

This Booklet is an easy reference, pocket-sized overview of the
South African Tax System and residential property, incorporating
announcements made in the Budget delivered on 21 February 2007.

IMPORTANT NOTE

* The information contained in this Booklet is a summary of current
legislation, budget proposals and property related information. We
suggest that you do not act solely on material contained in this
Booklet as the nature of the information contained herein is general
and may in certain circumstances be subject to misinterpretation.
In addition, the budget proposals may not include all legislative
adjustments which could be made in the near future. The information
is provided with the understanding that no legal or professional
advice is being rendered in this booklet. We recommend that
our advice be sought when encountering these potentially
problematic areas.

¢ While every care has been taken in the compilation of this
Booklet, no responsibility of any nature whatsoever shall be
accepted for any inaccuracies, errors, or omissions.
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2007/2008 BUDGET REVIEW

GROWTH, BUSINESS DEVELOPMENT AND JOB CREATION
REFORMS TO THE TAXATION OF DIVIDENDS

Government proposes to phase out the secondary tax on companies and
replace it with a dividend tax.

This reform will happen in two phases. During the first phase and in line with
previous reforms, the proposals reduce the rate and broaden the base. The
dividend tax will apply at a rate of 10 per cent, down from the current 12,5
per cent rate on the secondary tax on companies. This will apply to all
distributions regardless of profits. The base of taxable dividends will broaden
beyond the current narrow interpretation of profits.

Phase two, commencing in 2008, will entail conversion to a dividend tax on
shareholders, with administrative enforcement through a withholding tax at
company level. The implementation of this phase will depend on the
renegotiation of several international tax treaties.

Phase one will become effective from | October 2007, except for certain
immediate anti-avoidance measures taking effect as of 21 February 2007.
Phase one will apply to all distributions made on or after the general effective
date, even if those distributions stem partly or wholly from pre-effective
date profits.

TAXATION OF GAINS ON LONG-TERM EQUITY INVESTMENTS

The gains realised on the sale of shares can be taxed either as ordinary
income or capital gains, depending on facts and circumstances. However, the
facts and circumstances test is problematic. It results in some large institutions
receiving capital gains tax treatment on the sale of shares, and many other
players paying ordinary income tax. In order to provide equitable treatment,
all shares disposed of after three years will trigger a capital gains tax event.
The above proposal will be effective from | October 2007.
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DEPRECIATION

The tax regime related to depreciation of fixed and moveable assets will be
reviewed to ensure a greater degree of consistency. The following interim
amendments are proposed.

Commercial buildings

The Income Tax Act provides for the depreciation of buildings used for
manufacturing and similar processes. However, it does not provide for tax
depreciation for certain commercial buildings. It is proposed that tax
depreciation allowances for the economic wear-and-tear of newly constructed
commercial buildings (and upgrades) be implemented. It is envisaged that the
rate will be 5 per cent per year.

Environmental capital expenses

Environmental capital structures (such as dams and tanks) are often not
depreciable. In addition, environmental clean-up, restoration and decommissioning
are often seen as non-deductible capital expenditures. It is proposed that the
above capital expenditures qualify for depreciation allowances or immediate
deductions, depending on the circumstances.

CORPORATE REORGANISATION AND BEE TRANSACTIONS

An important issue for black economic empowerment (BEE) transactions is
the ability of BEE partners to raise financing. Amendments to the Income Tax
Act are proposed to ensure that BEE and other similar restructurings do not
encounter undue additional tax costs that could undermine necessary
financing. Discussions with key role players have revealed the following six
areas of concern:

Share cross-issues

Share buybacks of listed shares

Anti-avoidance financial instrument company provisions
Intra-group transfers

Connected person sales of depreciable property

* & 6 0 0+ o

Broad-based share incentive schemes

5



RELIEF FOR INDIVIDUALS

PERSONAL INCOME TAX

The primary rebate is increased to R7 740 from R7 200 a year for all individuals,
increasing the income tax threshold for taxpayers below 65 years to R43 000.
The secondary rebate is increased to R4 680 a year for individuals age 65
and over.

The proposed tax schedule eliminates the effects of inflation on income tax
liabilities and results in a reduced tax liability for taxpayers at all income levels.

ADJUSTMENTS IN MEDICAL CAPS

As mentioned in the 2006 Medium Term Budget Policy Statement, the monthly
monetary caps for tax-free medical scheme contributions will be increased
with effect from | March 2007, from R500 to R530 for each of the first two
beneficiaries, and from R300 to R320 for each additional beneficiary.

SAVINGS AND RETIREMENT REFORM

ABOLITION OF RETIREMENT FUND TAX

Retirement Fund Tax (RFT) on interest and rental income will be abolished
with effect from | March 2007.

SIMPLIFYING RETIREMENT FUND THRESHOLDS

To streamline the tax administration process, withholding taxes on lump sum
retirement fund payments to persons with taxable income of less than
R43 000 per year (the revised income tax threshold) will be abolished.

TAX-FREE SAVINGS THRESHOLDS

It is proposed to increase the interest and dividend income tax-free threshold
for individuals younger than 65 years from R16 500 to RI8 000 and for
individuals aged 65 years and older from R24 500 to R26 000. It is also
proposed to increase the threshold for the tax-free income of foreign
dividends and interest from R2 500 to R3 000 per year.As part of the overall
package of encouraging savings, the annual exclusion threshold for capital
gains or losses will be increased from R12 500 to R15 000.
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ESTATE DUTIES, DONATIONS TAX AND CAPITAL GAINS TAX

The exemption threshold for estate duty is to increase to R3,5 million in
2007. It is also proposed to increase the monetary threshold below which no
capital gains tax is imposed at death from R60 000 to RI20 000; and the
threshold below which no donations tax is payable from R50 000 to R100 000
per annum.

LUMP SUM DEATH BENEFITS

It is proposed that payments in respect of death while at work be tax-free up
to a monetary cap of R300 000.

CUSTOMS AND EXCISE DUTIES
EXCISE DUTIES: ALCOHOLIC BEVERAGES

Excise duties on alcoholic beverages will be increased in accordance with the
policy decision to target a total tax burden (excise duties plus VAT) of 23, 33
and 43 per cent on wine products, malt beer and spirits, respectively. No
increase in the excise duty on traditional beer is proposed. The proposed
increases vary between 8,0 and 10,5 per cent.

EXCISE DUTIES: TOBACCO PRODUCTS

Excise duties on tobacco products will be increased in accordance with the
policy decision to target a total excise burden (excise duties + VAT) of 52 per
cent for all categories of tobacco products. The proposed increases vary
between 5,3 and 10,7 per cent.

FUEL LEVIES

GENERAL FUEL LEVY

The general fuel levy is an important source of tax revenue for government.
It is proposed to increase the general fuel levy by 5 c/l for both petrol and
diesel, taking the levy on these products to 121 ¢/l and 105 c/l, respectively.
The increase in the general fuel levy will become effective on 4 April 2007.
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ROAD ACCIDENT FUND LEVY

It is proposed to increase the RAF levy on both petrol and diesel by 5 ¢/I, from
36,5 c/l to 41,5 c/l, with effect from 4 April 2007.

PUBLIC BENEFIT ORGANISATIONS

The Income Tax Act allows individuals and companies to deduct donations
made to qualifying public benefit organisations (PBOs) up to a maximum of
5 per cent of their taxable income during the tax year. It is proposed that the
threshold for tax-deductible donations be increased to 10 per cent for both
individuals and companies.. Given the important role played by many PBOs, it
is proposed to increase the R50 000 tax-free income threshold to R100 000.

STAMP DUTIES

Two sets of transaction taxes currently apply to trading in investment
securities: stamp duty in the case of unlisted shares, and uncertificated
securities tax (UST) in the case of exchange-traded securities. To simplify
administration and to eliminate anomalies created by this dual treatment, it is
proposed that all secondary trade in shares (listed or otherwise) be subject
to a single securities tax. Amendments are proposed to simplify exemptions
and clarify the impact on derivative products and partial disposals. It is
proposed that the stamp duties on short-term leases (less than five years)
be abolished.

TAX REFORM MEASURES UNDER REVIEW

subsidy and social security tax reform

Small business development

Flow-through shares

Property investment vehicles

VAT treatment of internationally traded services

RATE OF TRANSFER DUTY, 2007/8

* 6 0 00

Property value Rates of tax

RO - R500 000 0%

R500 001 - RI 000 000 5% on the value above R500 000

R1 000 001 and above R25 000 plus 8% on the value over
R1 000 000

Transfer duty rate for companies and trusts is 8%.
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SARS INTEREST RATES

2007/2008
Rates of interest Rate
Effective from 1 September 2006
Fringe benefits — interest-free or low-interest loan 9% p.a.
Effective from | March 2007
Late or underpayments of tax 12% p.a.
Refund of overpayments of provisional tax 8% p-a.
Refund of tax on successful appeal or where the
appeal was conceded by SARS 12% p.a.
Refund of VAT after prescribed period 12% p.a.
Late payments of VAT 12% p.a.
Customs and Excise 12% p.a.
2006/2007
Rates of interest Rate
Effective from 1 September 2005
Fringe benefits — interest-free or low-interest loan 8% p-a.
Effective from | November 2004
Late or underpayments of tax 10,5% p.a.
Refund of overpayments of provisional tax 6,5% p.a.
Refund of tax on successful appeal or where the
appeal was conceded by SARS 10,5% p.a.
Refund of VAT after prescribed period 10,5% p.a.
Late payments of VAT 10,5% p.a.
Customs and Excise 10,5% p.a.




CAPITAL GAINS TAX &

YOUR PROPERTY

¢ Should your property be sold for an amount in excess of its original
purchase price (plus everything you have done to make the asset more
valuable, e.g. additions to your house), then this gain will be subject to CGT,
(but only if this gain has been realised after October I, 2001).
¢ The capital gain or loss is thus the difference between the base cost of the
property and the selling price. The base cost is calculated as follows for
property bought after | October 2001:
The purchase price plus allowable expenditure
¢ The base cost is calculated as follows for a property bought before
|_October 2001:
The valuation date value of the property on | October 2001, plus
allowable expenditure. The valuation date value is calculated as follows:
a) The market value on 1/10/2001 as determined by a Valuation, or
b) 20 % of the proceeds after deducting the additional expenditure
incurred after valuation date, or
c) The Time apportioned base cost, as determined by the formula in 8th
schedule of the Income Tax Act.
¢ Allowable expenditure is as follows: the cost of acquisition or creation of the
asset (excluding interest cost), the cost for valuation of the property for CGT
purposes , remuneration payable to a surveyor, valuer, auctioneer, agent or
other professional adviser in connection with the acquisition or disposal of a
property, transfer cost including stamp duty, advertising cost in finding buyer
or seller, the cost for improving or enhancing the value of the property.
¢ This tax will apply to SA residents who dispose of their property held
inside South Africa, (and also overseas), and non-residents that own
properties in SA.
¢ In the event that you are a South African resident and a natural person or
special trust*(see definition on page 12), and the property is your primary
residence, then up to RI.5 million of that gain (or loss) made on the
disposal of your property is exempt from CGT, and should be disregarded
when calculating your aggregate capital gain (or loss) on the property.
(Note: where the residence is more than 2 hectares in size, the exemption only applies
to the gain made on the residence, and 2 of the hectares it is on, provided that the
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land is used mainly for domestic or private purposes together with the residence, and
the land is disposed of at the same time and to the same person who buys the
residence - this land could be unconsolidated land next to the residence to qualify).

+ Any gain over and above the R1.5 million exemption would be taxed as per
formula in the highlighted block on this page*.

¢ In all other cases, for example, in the case of an ordinary trust, close
corporation (CC) or company owning a property (even if it is a primary
residence), the exemption does not apply, and the entire profit made on
the property when it is disposed of (i.e. the increase in value after
| October 2001), is taxed as CGT, as follows: 50% of the capital gain must be
included in that entity's taxable income.The income tax rate for a company is 29%,
and these entities will therefore pay 14.5% of the capital gain in CGT, while ordinary
trusts, whose income tax rate is 40%, will pay 20% of the capital gain.

+ Only one residence at a time may be a primary residence of a person to
qualify for the exemption.

¢ The person need only hold an interest in that property to qualify, for example,
a natural person who holds a usufruct in the primary residence (a right of
use), or a share in a share block company which owns that person's
primary residence. In these cases the person would qualify for the full CGT
exemption (provided other requirements are also met).

+ The property that qualifies could be a house, boat, caravan or mobile home, as
long as it is used as a place of residence by that person, and is used mainly for
domestic purposes. Thus, if 30% of the property is used for a trade, then the
maximum exclusion that person would be entitled to on the sale of the
residence is R1,050 000 of the gain (R1.5 million less 30% of R1.5 million).

ABSENCE FROM PRIMARY RESIDENCE

Should a property be held in your personal name, yet be a holiday home or
secondary property subject to a lease, or for any other reason, not qualify as a
primary residence, then the exemption will not apply and the entire profit made
on the property when it is disposed of, is taxed as CGT. It is taxed as follows:

*25% of the profit made on disposal of the property must be included
in your taxable income for the year of assessment in which the property
is disposed of, and then taxing that income at an individual's marginal
rate of income tax. The present maximum marginal rate of income tax
for individuals is 40% (reached at taxable income levels of R450 00| and
above). Therefore you would pay a maximum of 10% of the capital gain.
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¢ In the 2007/8 tax year, it is proposed that for natural persons and special
trusts, the first R15,000 of their capital gain (or loss) in any year
of assessment will be exempt and thus disregarded. In the case of
a natural person the figure is proposed to increase in 2007 to
R120,000 in the year in which he/she dies.

+ If a capital loss is made on the disposal of a property, it may be set
off against any capital gains made in that year of assessment, and, if
no capital gains have been made, the loss may be carried forward
to subsequent years of assessment.

* Non-residents do not qualify for the exemption if their primary
residence is not in South Africa. Non residents are liable for the
payment of CGT on the disposal of any immovable property owned
by them in South Africa or on the disposal of an interest of at least
20% in the share capital of a company, where 80% or more of the net
asset value of the company is attributable to immovable property.

* the use of the word "person" in this section should be read to include natural
person and special trust, as defined:

* definition of a special trust: a trust created under the following
circumstances:

< solely for the benefit of a person who suffers from (i) any mental illness as
defined in Section | of the Mental Health Act, 1973 (Act no.18 of 1973; or
(ii) any serious physical disability, where such illness or disability incapacitates
such person from earning sufficient income for the maintenance of such
person or from managing his or her own financial affairs.

< by or in terms of the will of a deceased person solely for the benefit of
beneficiaries who are relatives in relation to that deceased person and who
are dlive on the date of death of that deceased person (including any
beneficiary who has been conceived but not yet born on that date) where the
youngest of those beneficiaries is on the last day of the year of assessment
of that trust under the age of 21 years.




THE DEED OF SALE

After all the preliminary steps have been concluded, the agreement
must then be drawn up and signed.A verbal sale agreement in respect
of immovable property is unenforceable and void in South Africa. The
following are some important clauses to be borne in mind:

DESCRIPTION OF THE PROPERTY AND PARTIES

The property and parties must be properly defined, so as to be capable
of identification from the very wording used in the agreement.

PURCHASE PRICE & PAYMENT

* The price offered must be clearly stated, written both numerically
& alphabetically.

+ A deposit is not always paid and is not a legal requirement.As the
purchaser, you may elect to put down a deposit, and you may
stipulate the size thereof, upon signing the contract, reflecting your
good faith and financial ability. You may stipulate that it be allocated
to transfer costs or towards reducing the bond finance required. It
is usually, upon instruction, invested by the conveyancer/estate
agent, in an interest bearing trust account.Your agreement ought to
stipulate that interest be paid to you as the buyer.

+ The balance of the purchase price may be paid either in cash or in
instalments. Recent legislation requires the transferring attorney to
disclose the identity of a purchaser that pays the price in full in
cash. Alternatively the balance may be settled by means of
mortgage bond finance, usually a home loan account. A mortgage
bond is the security registered in the Deeds office in favour of the
financial institution advancing the loan, which debt is secured by
mortgaging the debtor's property.

THE "VOETSTOOTS" CLAUSE

This is a standard inclusion in all deeds of sale, in terms of which the
property is bought and sold as it stands, with all defects, patent or
latent.The seller thus does not take the risk of any defects, but would
still be liable for misrepresentations (fraudulent and negligent).
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A defect is patent if it is obvious and easily discernable, for example,
a broken window or sliding doors. A defect is latent if it is there at
the time the buyer inspects the home, but is not obvious, for example
a leaking pool. If the seller knew of such a defect and failed to
disclose it to the buyer, then generally speaking, if the buyer can prove
knowledge of such a defect on the part of the seller at the time of
entering into the agreement, and that he/she deliberately concealed
it, then the seller will not be protected by the voetstoots clause, and
the buyer can have the agreement set aside and/or enforce specific
performance, and claim damages, (depending on the seriousness of
the defect).

THE "FINANCIAL INTELLIGENCE
CENTRE ACT NO 38 OF 2001" (FICA) CLAUSE

The transferring attorney is required to request the following documents
from both the seller & the purchaser, in compliance with FICA:

The conveyancer will then submit the income tax number(s) to
SARS, as and when the transfer duty is paid. If applicable, the bank
granting the bond may require the same documents as listed below.
The documents required in regard to legal entities are as follows:

Trust

> Verification of all authorised Trustees (income tax & identity
numbers)

= Letters of authority to act as Trustees

=» Copy of the Trust Deed

> Resolution authorising Trustee to act on the Trust's behalf in the
property transaction

= Income tax number of the Trust

VAT number of the company/CC (where applicable)

= For bond registrations, financial institution may require financial
statements and/or personal suretyship from the Trustees

04

14



Company / Close Corporation

> Verification of all Directors & shareholders/members(income
tax & identity numbers)

» Memorandum & Articles of Association/Founding Statement (&
amended where applicable)

> CM29-Directorships (company)

» Resolution authorising Director/Member to act on entity's
behalf in the property transaction

= Income tax & VAT number of the company/CC (where applicable)

= For bond registrations, financial institution may require financial state-
ments and/or personal suretyship from the shareholders/members.

Natural person

= |dentity document(s)

> Income tax registration number (latest tax return submitted to SARS)

=» Marriage certificate & antenuptial contract (if applicable)

> Either a utility bill (like water or lights), or a levy account that
is addressed to you at your current address

These lists are not exhaustive and are intended to give an idea of the required
documentation for FICA compliance.

STAMP DUTY ON LEASES OF

FIXED PROPERTY

+ Stamp duty on a lease is 50c per R100 or part thereof, i.e. 0,5%
of the dutiable amount.

¢ The period for stamping is 30 days (calculated from the date of
the execution of the lease).

¢ It is proposed that stamp duties on short-term leases (less than five
years in duration) be abolished.

¢ VAT is not included in the amount on which the stamp duty is
calculated. The penalties of twice or three times the duty are now
replaced with interest, penalties and additional duty.
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PURCHASING VIA LEGAL ENTITIES - PRO’S & CON’S

COMPANY

ADVANTAGES

1. CC, trust, company can be shareholders

2. Strictly controlled by legislation (Companies
Act no 61 of 1973)

DISADVANTAGES

1. Financial assistance is not permissable (Section 38)

2. All secondary trade in shares subject to a single
securities tax

3. Subject to formal annual audit

4. Formal registration complex & costly

CLOSE CORPORATION

ADVANTAGES

1. Inter vivos trusts & natural persons can be member

2. May provide financial assistance for purchase
of member's interests

3. Transfer of member's interest not subject to
stamp duty / single securities tax

4. Simplified management, no audit required

5. Formed easily and inexpensively

DISADVANTAGES

1. Membership limited to 10. If a trust is a member,
the number of beneficiaries on the trust, plus the
individual members may not be more than 10

2. Unique to SA, not readily recognised internationally

3. May be phased out in near future

TRUST

ADVANTAGES

1. The trust is treated as a body separate from the
individuals

2. Requirements for registration relatively simple

3. Good estate planning device

4. Assets don't form part of the insolvent estate in the
event of sequestration

5. Strict controls -Trustees accountable to Master of
the High Court

6. May protect property owner against creditors as
long as the trust property is not offered as security
against a loan

7. Special trusts will be allowed CGT exemption if primary
residence (& meets other requirements to qualify)

8. Special trusts-taxed at individual rates

9. Trust deed can be set up so as to determine the
manner in which Trustee administers the fixed property
and the Trustee is dutybound to obey these wishes

10. Perpetuity-the trust ordinarily continues to exist
as an entity, despite the death of the founder, a
trustee or beneficiary

DISADVANTAGES

1. Not acknowledged as a separate legal entity or
juristic person

2. Cannot be sold as an entity

3. The beneficiaries normally have discretionary rights
which are not assets that can be sold like shares

APPLICABLETO ALL ENTITIES

ADVANTAGES
1. Separate legal personality (CC's and Companies)
2. If shares held in trust, may protect property

owner against creditors as long as not offered as
security against a loan (CC's & Companies)
May be able to write off costs such as upkeep
and maintenance on property against tax
(CC's,Companies & Trusts)

Shares/Members interests can be sold
Continues to exist as an entity even in event

s

S

of death or resignation of member/shareholder/
director/trustee

DISADVANTAGES

1. Capital gains tax-no exemption,even if property
held in Company/CC or Trust (inter vivos), is
primary residence.

2. w.e.f 1/10/07 (proposed): Dividend Tax (CC's and
Companies) 10% on all distributions (broadened base)

3. Registration and administration costs (CC's &
Companies)

4. Transfer duty is 8% (CC's, Companies and Trusts)




COSTS OF BUYING

& SELLING PROPERTY

TYPICAL COSTS OF BUYING:
PURCHASE PRICE

+ A deposit of the gross purchase price to the estate agent or conveyancer
payable usually on signature of the deed of sale by both parties or within
7 to 14 days from signature (usually 10%) (if applicable).

+ The balance of the purchase price is lodged prior to transfer, or is secured
by way of a bank guarantee.

+ Over and above the purchase price, the purchaser should have the cash available
to cover the transfer costs (if this is not included in the bond) as follows:-

TRANSFER COSTS

+ Transfer duty - calculated on a sliding scale for the joint and individual
buyer - between 0% to 8% of the gross purchase price payable. (RO to
R500 000 is exempt). If the property purchased is registered in the name
of a CC, company or inter vivos trust, transfer duty at rate of 8% of the
gross purchase price, is payable to SARS, as government tax.

+ If the seller is a VAT vendor, then VAT is payable at 14% of the purchase
price.As the seller is liable for payment, it is important to add the VAT to
the purchase price. The transaction may be zero-rated only when an income
generating entity, which is also a going concern, is sold from a VAT vendor to
a VAT vendor. If VAT is payable, the purchaser will not pay transfer duty.

¢ Transfer duty on property in the event of divorce has been scrapped
since the 2006/7 tax year.

+ Conveyancing fees - of the transferring attorney, may vary slightly according
to rates set by the conveyancer who attends to the transfer, but are based
on tariffs from the law society (plus VAT).

* The legal and registration costs are payable about 4 weeks prior to the
date of transfer, so that lodgment can be effected in the deeds registry of
the relevant transfer documents for examination.
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+ Bond registration costs - the purchaser normally pays the transfer and
bond registration costs (plus VAT).

+ Deeds office/registration fees - a fee which varies between R55 and R1000
(plus VAT), dependent on value of property.

¢ FICA costs - usually R300 per FICA investigation

¢ Sundry charges - posts and petties and telephone calls (plus VAT) payable
to the transferring attorney (usually about R500), and valuation certificates
- a disbursement to the local authority to obtain a valuation certificate -
which varies and is based on the valuation of the property, usually between
R30 and R100 (plus VAT).

¢ Occupational rental/pro rata rates & taxes - payable against registration
of transfer, the occupational rental (if applicable), and share of current
years' rates and taxes (levied by the local authority). The buyer will pay a
pro-rata share of rates in advance from date of occupation until the end of
the current rateable year (which is from | July to 30 June).The buyer
may be paying anything from 1/12th to 11/12ths of the annual rates,
depending on date of transfer.

TYPICAL COSTS OF SELLING:

+ Estate agent's commission - the tariff commission is currently
recommended at 7.5% of the gross purchase price by the Estate Agency
Affairs Board. These commission amounts attract VAT at a rate of 14%, if
applicable. Commission rates may vary from region to region, and per
agreement (negotiation with the agent).

+ Beetle inspection, electrical inspection certificates - usually around
R250 each. The Seller will be responsible for any repairs required before
such a clearance certificate can be issued. The beetle inspection certificate
may be required by inclusion in the contract of sale.The electrical inspection
certificate is required to be obtained by the seller in terms of legislation
(Occupational Health & Safety Act no 85 of 1993).

+ Bond cancellation fees - to settle an existing bond.

+ Rates & taxes - the seller is normally liable to pay rates up to the date
of transfer. This may involve paying a few months' rates in advance, payable
before registration of transfer.
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PITFALLS & RECOMMENDATIONS

Delays - the transfer process normally takes approx 6-12 weeks, however
various factors can cause delays e.g. the municipality requiring additional
documentation/funds when rates clearance is applied for, either party
delaying payment of the required funds, either party being out of town.The
funding of rates, levies, transfer duty and VAT is critical. Finance needs to be
readily available from the appropriate party(s), on demand, to prevent delays.
Title deeds - onerous conditions - the conditions of title and any servitudes
over a property are reflected in the title deeds. For example, where there
is a pedestrian way, any form of servitude or an open space alongside the
property, it is well worth inspecting the title deeds to avoid any dispute at
a later stage.

Beacons - if the buyer is not happy with the various beacons defining the
boundaries of the property, insert a clause to say that the seller is responsible
for locating and flagging the beacons, within a stipulated period.

Fixtures and fittings - normally if of a permanent nature, these will
remain in the property, and form part of the purchase price. Any items in
doubt, such as a TV aerial, chandelier, garden Wendy house-ensure is
referred to in the agreement of sale as a fixture which should remain.
New residential property under construction - when buying a new
home which still has to be completed, draw up a specification with the
builder for the completion of the house and attach to sale agreement.
Insert a special clause which states that the seller undertakes to complete
the dwelling in accordance with the specification and local building by-laws,
and furthermore, that the seller undertakes to complete the dwelling for
occupation on or before a specified date. In addition, ensure that the
builder is registered with the National Home Builder Registration Council
(NHBRC).

Voetstoots - ensure that all patent defects that are noted by yourself are
stipulated as a special provision in your offer to purchase, and that there is
a clear understanding and insertion in regard to which party will be responsible
for the repair thereof. Should the seller have any knowledge of any hidden
or latent defects, he/she would need to disclose such defect in the deed of sale,
in order to release him/herself from any liability in regard to the repair thereof.
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EXCHANGE CONTROL

A "FOREIGN BUYER" IS A :

¢ non-resident (natural or legal entity) whose normal place of residence,
domicile or registration is outside of SA;

¢ A SA resident who has lived abroad for more than 5 years, regardless of
whether or not he/she has emigrated, is treated as non-resident (for
purposes of obtaining finance to purchase property in SA);

¢ lllegal aliens are prohibited from buying immovable property in SA;

¢ All other non-residents are not restricted from owning property in SA, however,
they are subject to certain restrictions in regard to obtaining finance to buy
property in SA, in that a non-resident may borrow up to 50% of the purchase
price on application to the SA Reserve bank. However, if a non-resident has
brought money in to the country over an extended period of time, this criterion
may be waived subject to Reserve Bank approval.

FOREIGN SELLERS

¢ All funds introduced from outside SA to acquire fixed property within SA
may be repatriated together with any profit on resale of the property,
provided that:

¢ The title deed of the property has been endorsed "non-resident".

¢ The required CGT deduction is made; (non-residents will not qualify for
the R1.5 million exemption if their primary residence is not in SA);

+ Recent legislation imposes an obligation on any purchaser who purchases
a property from a non-resident, to retain a % of that purchase price and
to pay it over to SARS within 14 days from the date on which the
amount was so withheld (where the purchaser is a resident),

+ Aim: to ensure the efficient collection of CGT from non-residents who
are often not registered as SA taxpayers and whose connection in the
country is often tenuous.Acts as an advance against the non-resident's
income tax liability for the year of assessment in which the property
is sold.
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YOUR WILL & YOUR PROPERTY

SOME POINTS TO CONSIDER:

+ If you bequeath your fixed property to your surviving spouse, then
no tax is payable, as all bequests to spouses are exempt from
estate duty and/or CGT;

+ If the value of your estate is more than R3,5 million, estate duty
will become payable on the balance in excess of R3,5 million.
Sufficient cash should be made available to pay this duty in order
to avoid selling any fixed property;

+ If your property is subject to a mortgage bond, and you leave your
property as a specific bequest, you may wish to make the bequest
subject to the provision that your legatee takes over the bond
liability. Alternatively, you may wish to secure the bond by life
assurance, the proceeds of which would clear the debt on
your death;

+ If your children are still minors, (under 21 and unmarried), you may
wish to set up a testamentary trust in your will, which would come
into effect should both parents pass away before they reach majority;

+ If you bequeath your fixed property to a number of heirs in equal
shares, this may give rise to impracticalities due to the indivisibility
of the bequest, and may give rise to a redistribution agreement
being drawn up between your heirs;

¢ There may be specific provisions in your antenuptial contract in
regard to your fixed property, which may override your wishes in
terms of your will;

+ If you bequeath your fixed property to an heir/legatee in your will,
no VAT or transfer duty will be payable.

21



DONATIONS TAX

Donations Tax is payable by any individual living in the Republic

of South Africa, or any South African company or one managed or
controlled in the Republic, on the value of any gratuitous disposal of
property including the disposal of property for inadequate
consideration and the renunciation of rights.

PRINCIPAL EXEMPTIONS :

|. Donations between spouses.

2. Donations to public benefit orginisations, charitable, ecclesiastical
and educational institutions, and certain public bodies in the
Republic of South Africa as approved by the Minister of Finance.

3. Casual donations up to R10 000 per year by donors other
than natural persons.

4. Proposed that donations by natural persons on or after
I March 2007 not exceeding R100 000 (previously R50 000)
per year.

5. The donation of assets situated outside the Republic, subject
to certain conditions.

RATES :

Donations tax is payable within 3 months after the donation at a flat
rate of 20% on all donations on or after | October 2001.
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ESTATE DUTY

The general rule is that if the taxpayer is ordinarily resident in the Republic at
the time of death, all of his assets, wherever they are situated, will be included
in the gross value of his estate for the determination of duty payable thereon.

The dutiable amount is arrived at as follows —

* Value of all property at date of death
(including limited interests such as usufruct)

Deemed property
Gross value of property
Deductions

Net Value of Estate
Abatement

Dutiable Estate (A)
Estate Duty 20% of A

(3.500 00)

0 [0 [0 [ [ [0 [0 [

L 2R JER R 2R 2R 2R 4

Deemed property includes: Insurance Policies on the life of the deceased as
well as property that the deceased was competent to dispose of immediately
prior to his death.

The most important deductions are —
¢ Debts due at date of death
¢ Bequests to various charities / public benefit organisations
¢ Value of property at date of death bequeathed to a surviving spouse

There is relief from Estate Duty in the case of the same property being included
in the estates of spouses dying within 10 years of each other. The deduction
is calculated on a sliding scale varying from 100% where the taxpayers die
within 2 years of each other and 20% where the deaths are within 8 years of
each other.

South Africa has entered into reciprocal agreements with various
countries (eg United States, United Kingdom, Canada) for the avoidance of
double estate duty being payable in respect of the same property.

RATES : Estate duty is payable at a flat rate of 20% for persons dying on or
after | October 2001.




MORTGAGE BOND REPAYMENT FACTORS

INTEREST YEARS INTEREST YEARS
% | 20 25 30 % | 20 25 30
800 | 836 | 7.71 7.33 16.50 | 1429 | 13.98 | 13.85
850 | 867 | 805 | 7.8 17.00 | 14.67 | 14.38 | 14.26
9.00 | 899 | 839 | 804 17.50 | 15.05|14.78 | 14.66
9.50 932 | 873 | 840 18.00 | 1543 | 15.17 | 15.07
10.00 9.65| 9.09 | 878 18.50 | 15.82 | 15.57 | 15.48
10.50 998 | 945 | 9.15 19.00 | 16.21 | 1598 | 15.89
11.00 | 10.32| 9.80 | 9.52 19.50 | 16.60 | 16.38 | 16.30

11.50 [ 10.66 | 10.16 | 9.90 20.00 | 1699 |16.78 | 16.71
12.00 | 11.01 | 10.53 | 10.29 20.50 | 17.38 [ 17.19 | 17.12
12.50 | 11.36 | 10.90 | 10.67 21.00 | 17.78 | 17.60 | 17.53
13.00 | 11.72 | 11.27 | 11.06 21.50 | 18.17 | 18.00 | 17.95
13.50 [ 12.07 [ 11.65 | 11.45 22.00 | 1857|1841 | 1836
1400 | 1243|1203 | 11.84 22.50 | 18.97 | 18.82 | 18.77
14.50 | 12.80 | 1242 | 12.24 23.00 | 1937 |19.23 | 19.19
15.00 | 13.17 | 12.81 | 12.64 23.50 | 19.77 | 19.64 | 19.60
15.50 | 13.54 {13.20 | 13.05 24.00 | 20.17 |20.05 | 20.01
16.00 | 13.91 | 13.59 | 13.45 25.00 | 20.98 |20.88 | 20.85

The table gives a monthly repayment per R1,000 of a loan with an interest rate ranging
between 8% and 25% p.a, over a period of 20, 25 or 30 years. For eg if the loan is
R100 000 at an interest rate of 10% p.a, to be repaid over 20 years, the monthly
repayment is R100 000 divide by R1,000 x 9.65 which is R965.
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SALE OF PROPERTY TIMELINE

While the transfer process follows a series of successive stages, the time period
involved varies considerably. Here are some guidelines:

+ Cash transactions may take 6 to 8 weeks

¢ In normal circumstances (including bond approval), approx 2 months

+ If conditional on sale of purchaser’s property (within 30 days), approx 3 months

Buyer and Seller sign agreement Stage 1

Bond approved Stage 2
Transferring, bond & cancellation attorneys instructed

Parties to provide FICA documentation

Transfer attorney requests title deeds & cancellation figures from the bank, and
prepares transfer documents for signature by parties

Bond attorney advises transfer attorney of amount available for guarantees

YV VY

Deposit paid Stage 3
Purchaser pays transfer costs

Rates clearance certificate applied for

Transfer attorney receives title deed & cancellation figures from cancellation
attorneys and sends draft deed to bond attorney

Bond documents prepared once draft deed received

Cancellation attorney is requested to cancel seller's bond on receipt of guarantees
from the new bond attorney

Purchaser signs bond documents and pays bond registration costs

Purchaser signs transfer documents

Seller signs transfer documents

Electrical and beetle certificates arranged

YV v V¥V |V

VYV y

Transfer attorney pays rates/levies & transfer duty to SARS Stage 4
Bond attorneys send guarantees to the transfer attorneys

Transfer attorney send guarantees to cancellation attorneys who obtain consent
from the bondholder to cancel the seller's bond

vy

> Documents prepared for lodgement at Deeds Office Stage 5
= Documents lodged at Deeds Office

> Documents are checked in the Deeds Office (about 10 days)

= Purchaser must have balance of purchase price available

= Financial institution’s attorneys have bond amount available

= Property registered in buyer's name. Seller's bond cancelled




PRIME BANK

OVERDRAFT RATES

EFFECTIVE DATE RATE
17.06. 1998 . ......... ... .. ..., 20,25%
20. 06. 1998 ........... ... .. 21,25%
25. 06. 1998 .............. ... ... 20,25%
01. 07.1998 ........... ... ... .... 22,25%
04. 07.1998 ........... . i 23,25%
14, 07.1998 . ..... ... 24,00%
29. 08.1998 ............ .. ... 25,50%
19. 10.1998 . ... 24,50%
09. 11.1998 ........... ... n. 23,5
07. 12.1998 . ... 23,00%
11.01.1999 . ... 22,00%
05. 02. 1999 ...................... 21,00%
15.03. 1999 ......... ... ... ... ... 20,00%
26. 04.1999 ........... .. ... 19,00%
28. 06. 1999 ........... .. ... 18,00%
14. 07.1999 ...................... 17,50%
23. 07.1999 ...l 16,50%
04. 10. 1999 .......... i 15,50%
25. 01.2000 ............... L 14,50%
18. 06. 2001 ........... .. ..ot 13,75%
16. 07. 2001 ............o .. 13,50%
28. 09. 2001 ... 13,00%
16. 01.2002 ............. ... 14,00%
18. 03.2002 .......... ... 15,00%
15. 06. 2002 ........... ... ... ..., 16,00%
16. 09.2002 ... 17,00%
13. 06. 2003 ...................... 15,50%
15.08.2003 ........... ... ... ..., 14,50%
11..09. 2003 . ... 13,50%
20. 10. 2003 ......... ... 12,00%
15 12.2003 ........... .. ... ... 11,50%
16. 08.2004 ............. ... 11,00%
15. 04. 2005 ........... ... ... ..., 10,50%
08.06.2006............iiuiinnn, 11.00%
03.08.2006............ it 11.50%
13.08.2006 . .......... L 12.00%
08.12.2006.........viinnn, 12.50%




COMPARATIVE

TAX RATES

RATES OF TAX 2008 2007 2006 2005

(A) NATURAL PERSONS:

Maximum marginal rate - 40% 40% 40% 40%
* Reached at a taxable income 450 000 400 000 300 000 270 000
Minimum rate 18% 18% 18% 18%

¢ Up to taxable income of 112 500 100 000 80 000 74 000

(B) COMPANIES:

* Private and Public - {yormal  29% 29% 29% 30%
STC rate/Dividend Tax (w.e.f 1/10/07) 10% 12.5% 12.5% 12.5%
¢ Close Corporation - yormal 29% 29% 29% 30%

STC rate/Dividend Tax (w.e.f 1/10/07) 10% 12.5% 12.5% 12,5%

(C) TRUSTS:
Maximum marginal rate - 40% 40% 40% 40%
* Reached at a taxable income Flat rate Flat rate  Flat rate  Flat rate
Minimum rate 40% 40% 40% 40%

* Up to taxable income of Flat rate Flat rate  Flat rate  Flat rate

(D) SUNDRY:
* Donations Tax 20% 20% 20% 20%
¢ Estate Duty 20% 20% 20% 20%
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