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IMPORTANT NOTE AND DISCLAIMER

This guide is an easy relerence, pockel-sized overview of the South Afican Tax Systemn and

immovable praperty in Sauth Africa,

*  The infarmation contained in this guide is a swmmary of curnent property retated
infarmaticn, Dus2 to limitatians in length, anly key points on each topic are addressad, Words
imparting the masculine shall include a refenence to the leminine and vice wersa,

+ We suggast that you do not act solely oo matenial contained in this guide as the nature
of the infermation contained herein is ganaral, and in summarised format, and may
in certain circumstances be subject to misinterpretation. The information is provided
with the understanding that na legal or pralessional advica is being rendened in this
gusde, We recommend that pur advice be sought when encountaring these patantially
problematic ansas.

+ While every cara has been taken in the compilation of this guide, no responsibaity of any
nature whatsoever will be accepted for any inaccuracies, armrs, or omissions.

1




TRANSFER DUTY ON IMMOVABLE PROPERTY

Calculated an the value of immavalde property

Payable within six months after the transaction is entered into

Exemptions apply with the most notable when the seller is a VAT vendaor

Whene a VAT vendor purchases property from a non-vendor, the notional input tax is
calculated by multiplying the tax fraction (15, 115) by the lesser of the consideration
paid or market valueg

The acquisition of a cantingent Aght in & trust that holds & residential property or the
shares in a company ar the members interest in a chose carporation, which owns
residential property, comprising more than 50% of its assets, is subject to transfer duty
at the applicable rate

Transfer duty, with effect from 1 April 2025, is calculated as follows:

Rl -R1 210 000 0%

k1210001 - R1 663 800 3% of the value above R1 210 000

R1 663 801 - R2 329 300 R13 614 + 6% of the value above R 1 663 800

R2 329 301 - B2 994 800 R53 544 + 8% of the value above R 2 329 300

R2 994 801 - R13 310 000 | R106 784 + 11% of the value above R2 %84 800

R13 310 001 = R1 241 456 + 13% of tha valua over R13 310 000

The most notable exemptions from transfer duty are the follewing:

*
*

If the purchase price/value is B1 210 000 or less.

If the transaction is subject to VAT {i.e. where tha seller is a VAT vendor).

In the event of immovable property being transferrad to a person (including a close
corporation, company o trust), in terms of a Last Will and Testament, or &5 a result of
intestate succession.

The transfer of any property to & surviving spouse, or divorced person, who acguires
sole awnership of the whale or any portion of praperty registerad in the name of his
or her deceased or divoreed spause whera that praperty or partion is transfered o
that surviving or divorced spouse as a result of the death of his or her spouse ar
dissolution of the mamiage o union




NATURAL PERSON TAX RATES: 28 FEBRUARY 2027

TAXABLE INCOME

RO - R245 100

+ 15% ol each R1

R245 101 - R383 100

R44 118 = 26% of the amount above R245 100

R3&3 101 - RH30 200

R72 998 = 31% of the amount above R3S3 100

R530 201 - RIS BOO

R125 599 + 36% of the amount above RS30 200

RE95 801 - REAT 000

R185 215 + 39% of the amount above REAS SO0

REET 001 - R1 878 600

R259 783 + 41% of the amount above REST 000

R1 &72 601 and abowe

REGE 339 + 45% of the amount above R1 878 600

NATURAL PERSON TAX RATES: 28 FEBRUARY 2026

TAXABLE INCOME

RO - R237 100

+ 158% of each R1

R237 101 - R370 500

R4Z GT8 = 26% of the amount above R237 100

R3TO 501 - RB1Z BOO

R7T 362 = 31% of the amount above RITO 500

R512 801 - RE73 000

R121 475 + 36% of the amount above R512 B0O

RET3 001 - REST 900

R179 147 + 39% of the amount above RE73 000

REST 901 - R1 817 000

R251 258 + 41% af the amount above REST 900

R1 &17 001 and abowe

RE4E 489 + 45% of the amount above R1 817 000




NATURAL PERSON TAX RATES: 28 FEERUARY 2025

TAXABLE INCOME RATES OF TAX
RO - R237 100 + 18% of each R1
R237 101 - R370 500 R42 678 + 26% of the amount above R237 100
R3TO 501 - R512 BOO RTT 362 + 31% of the amount above R3T0 500
R&12 801 - RGTI 000 R121 475 + 36% of tha amount abowe RE12 BOO
RET3 001 - RBST 900 R179 147 + 39% of the amount above REG73 000
RA5T 901 - R1 817 000 R251 258 + 41% of the amount above RBST 900
R1 817 001 and above RE44 489 + 45% of the amount above R1 817 000

Rebates: Natural persons 2025 2026 2027
Primary R17T 235 R17 235 R1T 820
Secondary (Persons 65 and older) R9 444 R9 444 R9 765
Tertiary (Persons 75 and older) B3 145 R3 145 R3 249
Threshalds: Natural persons 2025 2026 2027
Below ags 85 ROS 750 ] R93 000
Age 65 to below 75 R148 217 R148 217 R153 250
Age 75 and over R165 689 R165 689 R171 300
Interest Exemption: 2025 2026 2027
Natural persons

Below age 65 R23 BOO R23 BOOD R23 BOD
Age 65 and abowe R34 500 R34 500 R34 500




CAPITAL GAINS TAX & YOUR PROPERTY

IMMOVABLE PROPERTY SUBJECT TO CGT

COGT is payabde on disposal of immavable properdy 1o the extent that the capital gaing anse

after 1 October 2001, Persans ane subject to CGT on the following immovable proparty:

+ Residents: On all assets (including immovable) disposed of including overseas assats,

+  Non-residents: are subject to CGT on immovable progerty or any fight or interest in a
progerty situated in South Africa and any asset of a pesmanent establishment through
which a trade is caried on in South Africa (S4).

Mote: Any right or interes! in a property inciudes a direct or ingdirect interesl of af least
20% held alone or fogether with any connected parson in the equity share capifal of 2
company, where at least 80% of the value of the net assets of the company is, at the time
of the disposal, stinbutable to immovable property in South Africa.

CGT CALCULATION AND INCLUISION RATES
The capital gain or loss is the difference between the proceeds on disposal and the base
cost of the praperty.

Events that trigger a disposal include a sale, donation, exchange, loss, death, vesting of
property in @ beneficiary of a trust and emigratien.

Proceeds are egual to the amount received by the taspayer in respect of the disposal.
The base cost s calculated as follows for property bought after 1 October 20:01:

+ The purchasa price; plus

+  Allawable capital expenditure,

The base cost is calculated as follows for a praperty bought before 1 Octaber 2001:

+ The valuation date value of the property on 1 Deteber 2001; plus
+  Allowable capital expenditure incurred after 1 Dotober 2001.




The valuation date value is calculated as follows:

*

The market value on 171072001 as determined by a waluation; or

20% of the proceeds after daducting the allowable capital expenditure incurred after
valuation date; or

The time apparticnad base cost, a5 determined by a foemula,

Alipwable capital expenditure includes the fallowing:

The cost of acguiring, creating or improving the asset (excluding any borrowing costs),
The cost for valuation of the property for CGT purposes.

Cost incurred in respect of disposal of the property (including sales commissian,
advertising, valuation costs, accounting and legal costs, removal cast ete.).

A capital gain or loss is calculated separately in respect of each assat disposed. Once
detarmined, gains or lsses are combanad for that year of assessment and if it is:

An assessad capital loss, it is carried forward to the following year; ar

A net capital gain, it is multiplied by the inclusion rate and included in taxable income,
Annual exclusion of RS0 000 (R40 000 before 1 March 2026} capital gain or capital
Ioss s granted W individuals and special trusts.

Instead of the annual exclusion, the exclusion granted to individuals is R440 000
[R300 000 befare 1 March 2026} for tha yvear of death.

The inclusion rates are as follows:

PERSON 2025 2028 2027
Natural person and special trust 40% 40% 40%
Compary 0% 50% &0%
Trust B0% &0% B0%




PRIMARY RESIDENCE EXCLUSION

When a primary residence is disposad of capital gains up to B3 million (R2 million befare
1 March 2026) is exempt from CGT, The follpwing are the main provisions relating to
primary residences:

+ The exemption is applicable to natwal persons and special trusts,

+  Dnly ane residence at a time may be a primary residence of a persan.

+  The exemption 5 applicable if a person marely has an interest in the residence, As a
result a share in a share block company and a usufruct may qualify (subject to further
provisions).

+  |f the residence is hedd by more than one person &s a primary residenca an
apportionment of the B3 million must be made in relation to their interest.

+ An apportionment of the profit muest be done if the person used the house as a
primary residence for only part of the time it was owned. If a person was absent
from the residance for lass than 2 wears as a result of the residence being offerad
Tar sake and vacated due to the intendad acquisition of a new primary residence, the
rasidance being erected on land acquired, the residenca being accidently rendared
uninhabitable or the death of thet person, it will nat be seen as an absence from the
residence,

+ When the residence I used partially for residential and partially for business purpeses
an apportignment must be dene.

+ | a persan is absent Trom his residence for a continuows period of 5 years or less and
lets the premises during this time, the absence will be ignored if the parson stayed
in the residence for & period of at least one year before and after the periad it was
let, no ather residence was treated as & primary residence during this peried and
the person was absent from the residence due to being absent from South Afdca or
was employed o engaged in a business in South Africa at a location more than 250
kilarmeters fram the residence.

+ Whena the residence is more than 2 hectares in size, the exemption only apglies to the
gain made on the residence and 2 hactares, provided that the land is used mainly for
domestic or private purposes tgether with the residence and the land is disposad of
at the same time and to the same persen who buys the residence {this land could be
unconsolidated and neat 1o the residence to gualify).




WITHHOLDING TAX ON ACQUISITION OF PROPERTY FROM NON-RESIDENT

The purchaser must withhold CGT an the purchasa phice whera assets amn purchasad from
a nan-resident except where the amownt peyabde by the purchaser is lass than R2 millian,
The amaunt withheld iz an advance tax in respect of the sellers” liability for CGT, This
withholding tax is not a final tax and is merely a prepayment of the expected CGT.

If the purchaser is a resident withholding tax must be paid within 14 days from the date
on which the seller was paid and if the purchaser is a non-residant, within 28 days,

The follpaing withholding tax rates ane applicable and are based on the procesds an
dispasal:

WON-RESIDENT SELLER 2025 2026 2027
Matural person 7.5% 7.5% 7.5%
Compary 10% 10% 10%
Trust 15% 15% 15%

The seller may apply 1o SARS far a directive in ordar o reduce the amaunt 1o be withhald.

PRIME OVERDRAFT RATES

26 lanuary 2023 10.75%
30 March 2023 11,25%
25 May 2023 11.75%
19 Seplember 2024 11.50%
21 Movermber 2024 11.26%
30 January 2025 11.00%
30 May 2025 10.75%
01 Awgust 2025 10.50%
20 Movernber 2025 10.25%
20 May 2026 10.50%




Individual, under B5 years of age, primary residence, valued at Rim at 1 Detober 2001, sald
T March 2026 for REm, costs to dispese asset were RS0 000*
Taxable income for year ended 28 February 2027 was R500 000

R
Proceeds 5 D0a 0ao
Less Base Cost -1 080 000
Capltal Gain 3050 000
Less peimary residence exclision 'ﬁ

B50 000
Less annual gclusion findi) -50000
ket Capital Gain %00 000
At inclusion rate of 40% 360 000

R360 D00 a5 taxable capital gain is included in the taxable income of the individual and tased a1
the normal tax rates appicable, as follows:

Taxable income 500 000
Taxable capital gain 360 000
Total Tanabke income BE0 00
-]
Calculation:
Tax par 2027 Tables 249 253
Leas Rebate -17 820
231 433
-]
Ta paryable 231 433

R3GO O00/REE0 000 = R231 433 = ROE BT9
Therefore RS BT relates to the capital gain. As such the CGT % on the capital gain &
ROG 874/R3 950 000 = 100 = 2.45%

*can Include estate agents commission, costs, certificates of compliance (electrical, beetle,
plumibing. gas and electrical fence com@liance certificates, hut not selling posts).




THE DEED OF SALE

A written agreement must be drafted and signed, A verbal sale agreement in respect of
immovable propesty is unenforceable and void in South Afnca, The fallowing are some
impotant clauses to be bame in mind:

DESCRIFTION OF THE PROPERTY AND PARTIES

The property and paries must be properly defined, 50 as to be capabla of identification
from the very wording usad in the agreement.

LINFAIR CONTRACT TERMS PROHIBITED

In tarms of the Consumer Pratection Act (68 of 2008), or “the CPA", unfair cantract

tesms are to be prohibited in deeds of sale to which the Act applies. Note that it is still
ambiguous as to whether the CPA applies at all to residential progerty sales, as a seller

in these “once off” pdvate sales, may not be deemed 1o be a supplier selling goods in

hiss her ordinary course of business, as defined in the Act. Where the CPA does apply,
each case will be datermingd on its merits as to what is deemed to be fair or unfair
contract terms, Motwithstanding the abave, the general view is that Section 49 of the CPA
should be taken cognisance of in &l cases- and provision should be made that any waiver
of liability, assumpticn of an obligation, or waiver of & right Is drawn specifically to the
attention of both parthes to the agreement in a consplouous mannes.

PFURCHASE PRICE & PAYMENT

+ The price offered must be clearly stated, written both numescally and alphabetically.

+  Sellers normally do and shouwld require the payment of a deposit, which shows good
faith, and the financial ability on the part of the purchaser and alsa provides secunty
far the sallar 1o cover 5 lossas should the purchaser breach the agreamant. As a
purchaser, it is advisabla to stipulate that the depasit be held in trust in an interest-
bearing account, for the purchaser's benefit pending transfer by the corveyancer [and
dealt with in accordance with Section 86(4) of the Legal Practice Act (28 of 2014)),
of “the LPA".
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+ The balance of the purchase price is normally sacured by a bank guarantze, usually
caupled with a morgage bond to be rgstered aver the propeny. The saller's
cormeyancer must maks sure that guarantess are provided timegusly, and the
purchaser must ensure that the contract provides sufficient time to arrange finance
and prowide guarantees,

LEGAL PRACTICE ACT (LPA)

Saction BE{4) of the LPA allows legal practitioners to invest client monies in a separate
trust savings account where there is an underying transaction with an explicit mandate
from the client to do s0. 5% of the interest eamed will automatically be paid monthly to
the Legal Practitioners Fidelity Fund by the bank {which has been approved by the LPFF).
In addition, the Act requires an attamey who receives written instructions from a client,
b set aut the intended scape of the engagement with clarity and in writing, including
estimated casts far the services to be provided,

In erder 1o imvest funds, the requirement of disclosure of wordd-wide tax ragistration
i5 required in terms of the LIS Foreign Account Tax Compliance Act, and an Inter-
Govemmental Agreement (IGA).

OCCUPATIONAL INTEREST

Where occupation takes place an a particular date and transfer takes place after the
date of occupation, occupationsl interast is paid at an agread amount for the period

of occupation until transfer, In most cases this is paid by the purchaser, who may take
occupation paor to transfer being registered. The terms should be stipulated in the deed
of sale. In some cases, it is the seller who i the ane who has to stay on In the popery
he ar she has sald and whera transfer has been registened. In this case, the sellar will be
required 1o pay occupational inferest to the purchaser. In ganeral, on occupation, risk
passes to the purchasar, Clauses dealing with occupationzl interast and risk (who is at
risk while the purchaser is in occupation) should be included in the deed of sale.
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COMPLIANCE CERTIFICATES

The cantract of sale is required 1o include clauses which deal with the Electrical,

Beetle, Gas and Plumbing Cartificate (where applicable), The City of Cape Town: Water
Amendment By-law, 2018 provides that the seller must, before the transfer of a property,
submit & plumbing Certficate of Compliance from & registered plumber {who must be
reglstened with CoCT), cenifying that any water installation {including altemative water
cannictions) conform 1o the by-law and any Natienal Building Regulations and Standards.
Canveyancers attanding to the transfer of a propedy are required to ensure that the
requisite compliance certificates are received well before registration at the Deeds Office,

ELECTRIC FENCE REGLILATIONS

Regulation 12 of the “Blectrical Machinary Regulations™ require that you have an “electic
fenca systemn certificate of compliance™ if you install, add to, or alter an electric fence after
1 Detober 2012, or where there is a change of pwnership of the premisas on which the
system exists, if the change of ownership takes place afier 1 October 2012,

DISCLOSURE OF LISTED INVASIVE SPECIES

The National Environmental Management Biodiversity Act (10 of 2004) reguires that

the seller of an immovable property must, prior to the conclusien of the relavant sale
agreement, notify the purchaser of such immovable propery, in witing, of the presence
of listed invasive species on the progerty. The obligation and the duty to remove could be
negatiated between the seller and the purchaser.

BUILDING PLANS

The seller must ensure that all the buildings and stuctures on the propedy are approved
by the relevant local authonty befare he places his heme on the manket for sale. It is best
practice ta include a clause in the sale agreement which deals with the building plans
specifically. The clause may state that the propery is sobd subject to the condition that
plan approval is obtained and provided to the purchaser prior to transfer, or that the
purchaser acknowledges the absence of approved plans and accepts the liability for the
risks associated thenewith expressly, of a warranty clawse that plans have been approved
by the local authorty. The seller cannat rzly on the voatstoots clause 1o protect him in

the event that plans are not appraved, and he fails to disclose, &s this will be deemed

to be a latent defect knawn to the seller. When & new residential property is still under
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constructon as at the date that the deed of sale is signed, draft specifications with

the builder for the complation of the house should be attached to the sale agreement.
Insart a special clause which statas that the saller underfakeas to complete the dwelling
in accordance with the specification and local building by-laws, and that the seller
underakes o complete the dwelling for occupation on or before & specified date, In
addition, ensure that the builder is registered with the National Home Builder Registration
Cauncil (NHBRC).

An Occupation Certificate is a reguirement in terms of the National Buikding Regulations
and Building Standards Act {103 of 1977), and s Issued by the local authority. It ensures
that, a building iz fil fer human occupatian, by stating that the roof has been inspected

by a truss installer or enginger and is sate, that the plans were properly apgroved, that

all drainage and plumbing work has been cedified, that the windows were appraved by

a Glazing Certficate, that there is an electrical certificate of comgliance, that any zoning
or similar amendments have been completed, that an engineering completion certificate
from a stuctural or civil engineer stating the progerty is safe, hag been issued, and that,
if the propedy has a thatch rool, that a Fire Cartilicate has been obtaimed. The Occupatian
Certificate is essential, when applying for insuranca on a prapery, or for a home

lnan / martgage bond,

PROFERTY DISCLOSURE REPORT: CONSUMER PROTECTION

While it has always been best practice for sellers to provide a praperty defects disclosure
document as part of the sale agreement, the Propery Practitioners Act (22 of 2019)
makeas this obligatory. The Regulations provide the prescribed fom for the report. it must
be signed by all relevant parties and forms an integral part of the agreement, The sale
agreement should expressly state which of the parties will be responsible for the costs
incurred to comeet any defects listed in the report. A property practitiener must not accept
a mandate unless the seller has pravided him with a fully signed mandatory diselosure,
in the prascribed farm. The propesty practitioner must provide a copy of this form to any
prospective purchaser who intends to make an offer for the purchase of the property.
Failure to comply may result in the property practitioner being held liable by an affected
consumer, and the Regulatory Authority may take action against a property practitioner or
impose an appropriate sanction.
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THE FICA CLAUSE

Cash transactions and FICA:

The Financial Intelligencs Centre Act {38 of 2001}, a5 amended, provides that
Accountable institutions (Al's), which include attomeys and estate agents, are required
to file a report with the Financial Intelligence Centre in regard 1o any cash transactions
Invalving domestic and foreign notes and coins, and travellers cheguas above

R49 999,99 or an aggregate thereod (.2 smaller amaunts that when taken together at
the same time amaunt to aver R49 999.99), In sddition, the transfarmng attemey and
the estate agent are required to request certain documents from both the seller and the
purchases, in comgpliance with FICA, If applicable, the bank, and the bank's attomeys
granting the bond will also require documents, some of which ane listed below:

Matural Person

+  |dentity document{s) and Ineome tax registration nurmber [latest tax retum submitted
o SARS and VAT number - whena applicabla)

+  Proaf; marital status:mariage cerificate, antenuptial contract, divarce orders, consant
pepers

+ Either a wtility bill {water or lights), o & levy accownt that is addressed o the natural
perzon at his or her residential address, not older than 3 months

Estate agent
+ VAT datails, income tax datails of agency and agent involved in the transaction
Trust

+ Verification of all authodzad Trustees and Beneficiaries {income tax, identity numbers
and proof of residential addresses not obder than 3 months)

+  Letters of authority to act as Trustes and copy of the Trust Dead

+ Resolubion authorsing Tristee to act on the Trests behalf in the propesty ransaction

+ Income tax and VAT number (where applicable]. of the Trust

+  For bond registrations, the financial institution may require financial statements and;
or persanal suretyship from the Trustess
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Company, Close Corporation

+ Verfication of all Directors and shareholders members {income tax, idantity numbers
and proot of rasidential addresses nat obder than 3 months)

+  Memorandum of Incorparation/Founding Statement {and amended where applicable)

+ [oR 39 Cenificate (Cenificate of Director amendments)

+  Resolution authorising Director/ Member to act on entitys behalf in the property
transaction

+ Income tax and VAT number of the company/ CC (whese applicable)

+  For bond registrations, the financial instiution may require financial statements
and,or parsonal suretyship from the shargholders, members

Companies and CC's

+ Forbond regisrations and transfers, a Factual Findings Report of the Auditar/
Independent Reviewer; Accountant, and Certificate For A Transfer for 2 company, CC/
signed by the Directors members (whichever Is applicable).

Al's are reguired to conduct greater and enhanced due diligence when dealing with
persons who are “prominent and influential domestically™, or are “forgign prominant public
officials™ (or their immedizte family members, or known choss associates), Thesa lists ana
not exhaustive and are intended to give an idea of the raquired documentation for FICA
compliance,

DEVELOPER'S RIGHT OF EXTENSION

A right of extensian, in tarms of Saction 25 of the Sectionzl Tiles Act {95 of 12936), allaws
the developer of a sectional title scheme to reserve a nght in its favour, o erect further
phases o the development, within & stipulated period and for its personal account, further
buildings or extensions on a specified section of the comman property, and to divide

theza buildings into sections. This clause should be specifically dealt with in the deed of
sale, The purchaser needs to be advisad and made aware as to whether the developer has
or does not have a right of extension in terms of the sale agreement,
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THE PROPERTY PRACTITIONERS ACT

The Propearty Practitioners Act (22 of 2019) aims to regulate &l property practiioners
(nat just estate agants), incleding estate agents and agencies, property brokers, home
Inspectors, providers of bridging finance, bond brokers, maketers, awctionaers, property
managers, sellers of tme share, developers, rental agents, home owner associations
[whera a service i provided as intemediary primarily (o sell/lease propery in that home
owner's association), digital partals that publicly exhibit properies, and amployees of
attarneys who act &s estate agents, The Act specifically excludes & person who does

not camy out any of these functions in the erdinary course of business, and a natural
perzon who sells their own propesty (esen if it is in the ondinary course of business), as
well as attomeys, candidate attorneys and the Sheriffs of the Courl. The Act applies to
the marketing, promotion, managing, sale, letting, financing and purchase of immovabbe
property, Sama of its provisions include:

+ The Property Practitioners Regulatory Authority {PPRA)

+ The Estate Agency Affairs Board (EAAB) has been replaced by the PPRA, known as
the Board of Authority, which governs the property practitioners profession (not just
astate agents), It is also required to conduct campaigns to educate and inform the
general public of their rights and the oblizations of progerty practitioners.

+  Transformation of Property Sectors

+ When procuring property related goods and services, all organs of state must
utilise the services of property practitioners who comply with the broag-based
black economic empowerment and amgloyment aquity legislation and policies.

+  The PPRA must, within & months of its establishment, epen a Property Sector
Transformation Fund, into which grants are paid- with the aim of benefiting
previously deadvantagad individuals (small Mack-owned progerty practitioners).

+ The Board must also consult with the services SETA to develop special
dispensation for training and development of the historically disadvantaged.

+  The Minister may prescribe maasures Lo promate economic transformation by
facilitating the accassibility of finance for property ownership, developmant
and irvastment in order to enable meaningful participation of histoncally
disgdvantaged individuals including wamen, youth and the disabled.

+ A purchaser/seller/tenant/lessor can request the agreement to be in any of South
Africa’s official languages, and this must be supplied by the seller,
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+ Exemptions in respect of accounting records and trust accounts

+ These exsmplions are intraduced to assist ransfarmation within the industry.

+  Section 23 pravides that a property practitionar, whoss tumaver is below
R2.5 millipn, may not require an audit, but must cause his, her or its accounting
records to be subjected to an independent review by & registerad accountant,
subject to the provisions of section 54{1)-(7) applied with the necessary changes.
All property practitioners whose wrnover is above B2.5 million must cause their
accounting reconds 10 be audited within & months of their linancial year end,

+  The Minister may by natice in the Govarnment Garatte, determine circumstances
whera & property practitioner may be exempted fram kaeping trust sccounts, and
determine a different dispensation for the raview of the accounting records for
those property practitioners, The Regulations state thet a property practitioner is
exempted from keeping a trust account i he has never recelved any trust monles,
ar 0 longer recedes the same, and e submits an aflidavit 1o this effect to the
Board af Authority.

+ A managing agent shall not be required to operats a trust account in respect of a
body corporate where the funds of thet body comorste are held in a bank account
opened in the name of the body comporate in terms of Section 21(4)(a) of the
Sectional Titkes Schemes Management Act (8 of 2011).

+ Property Practitioners Fidelity Fund and Fidelity Fund Certificates

+ The Estate Agents Fidelity Fund is now known as the Properly Practitioners Fidelity
Fund {FFFF). It has the purpess of reimbursing consumers who suffer financial
loss by rasan of theft of trust money committed by & property practitioner.

+  Every praperty practiticnar must have a valid Fidelity Fund Certificate, and is
prohibited from rendedng services without it. He will nat only be reguired to
possess a valed Fidelity Fund Certificate, but also a Tax Clearance Certificate, and
avalid BEE Centificate.

+  The praperly practitionar rmust apply o the Board of Autharity for a Fidelity
Fund Certificate every 3 years, and must display the Certificate in every place of
business from whese he conducts property transactions, to enable consumers to
aasily inspect it. The Board must issue the Certificate within 30 days. Failure to
do so will result in the application being deemed to have been approved and the
Boand must upon written request by the applicant, praduce the Certificate within
10 days.

17




*

A valid Fedelty Fund Certificate must be held for all propeny practitioners within
the agancy or business. If an entity is a comparry, close carporation, trust ar
partnership, then every director, member, trustes and partner in that business
must be issued with a Fidelity Fund Certificate, and failure to do 5o constitutes

an offence.

The Regulations provide that a property practitioner, who, ¢n 1 February 2022
halds a Fidelity Fund Certificate issued under the prestous Act shall be entitled to
continue acting as a Property Practitionar under the Act, using such existing Fidelity
Fund Certificate, until the end of the year during which the effective date falls.

+ Consumer protection - Property Defects Disclosure

¥

It is mandatory for sallers or lessors to provide a comprehensive propeny defects
disclosure dacument as part of a property transfer or laase, which will farm part
of the sabz or legse agreement, and no mandate may be acozpted by a propenty
practitioner from & seller or lessor without this document, and & copy thersof must
e provided to & prospective purchaser or lessee of the property.

+ Inspectors, Compliance Notices and Record Storage

Inspectors may be appointed by the CED of the Board of Authonty, They may, at
any regsonable time, and without peior notice, waming or a warrant, conduct

an Inspection at the business premises of any property practitioner in order 1o
detenminge whether the provisions of the Act have been complied with. If the
praperty practitionar conducts his business at his private residenca, the inspectar
must notify tha property practitionar in advanca &nd in writing, The inspector

may issue compliance notices- which could include the imposition of a fine, The
property practitioner is reguired to keep reconds, including correspondence, legal
agreements, copies of advertising and marketing matedals, for 5 years, These can
b stoned elactronically.

+  Mediation, Adjudication and Appeal
+ The Board of Authority may consider complaints by members of the public against

properly practitieners in respeet of financing, marketing, managing, letting, hiring
and the sale and purchasa of property, and may refer the complaint far mediatian.
Shoukd a property practitioner have been served with a compliance notice and
has failed to comply, o to pay the fine stated thersin timegusly, or mediation has
failed, the Board of Authornity may cause & notice of adjudication to be served

on that person. Ary person aganeved by the decesion of adjudicator may appeal
againsl such a decision to the Adjudication Appeal Commitlee.
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+  Remuneration

+ Inarder for a propesty practitioner to enfarce the collection of remunaratian
{comrmissian], & valid Fidality Fund Cerdificate must be held for all propesty
practitioners within the agency or business - and failure to have it may raquire the
property practitioner to refund any commission paid by the seller. Agents may only
recelve commission from & property sale on registration {and this requirement
cannat be amended by agreement). A conveyancer may nat gay any remuneration
ar other manies o a praperty practiionar unless that prapery practitionar has
pravided the conveyancer with a cerified copy of his, her or its Fidelity Fund
Certificate, valid during the peripd, or on the date of the transaction to which the
payment relates.

THE ELECTRONIC DEEDS REGISTRATION SYSTEMS ACT

The Electronic Deeds Registration Systems Act {19 of 2019) is in full operation as
from 2 Agel 2025, The Act aims to facilitate the development of an Electronic Deeds
Registration Systerm, known as e-DRS - which will enable the electranic processing,
pregaration, ledgement and registration of deeds and documents by conveyancars and
the Registrar of Deeds aver the intemet.

A dugl registration process will be in place aver the next five years, allowing for both
manual and electranic lodgement and registration at the discretion of the conweyancer,
Once registration is completed electrenically, manual registration will no longer be
permitted. The manual registration procedure will be phased aut gradually and will
ultimately be raplaced by the electranic system.
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THE PROTECTION OF PERSONAL INFORMATION ACT

+ The Protection of Persanal Informatian Act (4 af 2013), ethersise knawn as POPIA,
promotes the pratection of persenal information by public and private bodies,

The Information Regulator (IR) is the body responsible for education, monitarng,
enforcement and comgliance, as well as the handling of complaints, performing
research and facilitating cross-border co-aperation.

+  Esfate agants, intermedianies, property companies and other institutions conducting
business in the progerty sector, are required to comply with the Act and its
Regulations, which includes obtaining consent from client before any of their prvate
infarmation ks used, and collecting and stodng client information in such a way
that only Individuals with the necessary authorsation ane able to access it Meither
estate aganls nor coneyancers may share a client’s information or pass it an 1o
anather organisation or body without the dita subject's writtan consent, and have
suitable systems and rules in placa so as to properdy safeguard the client’s personal
infarmation, Estate agents will alsa not be allowed to hand over the information of
tenants and interested purchasers to landionds and sellers without the necessary
policies having been set up and permissions obtained. A breach may expose the
Ibider of the information o a damages claim, and/or prosecution for a criminal
offence - attracting a possibda fing or & period of imprisonment, or bath.

+ Esfate agants will need fto be cognisant of the strict limits imposed by POPIA ralating
o direct marketing. They will need to obtain the necessary permissions in arder to
continue communications to clients such as sending newsletters and campaigns,
online marketing, bulk emalling, special offers and latest listings.

+  The POPIA Amendment Regulations were published on 17 April 2025 and took effect
imrmediately. Thess Regulations have brought about, inter alia, the expansion of data
subject rights in regard to the pracassing of their parsenal information.

+ The IR is also working on & Guidance Mote on direct marketing,

20




TAX IMPLICATIONS ON THE LEASING OF PROPERTY

For the landlord:

+ Al income received from rental of a property is of a revenue nature and has to be
declared as part of a landlord's gross Incame.

+ Deductions are available, such as: interest on bond repayments, repairs and
maintenance, municipal rates and tazes letting agent's fees (if applicable), and
expenses not recovered fram the tenant, such as secunty, ulilities or garden senices,
In the case of a sectional title scheme, the levy is also deductible,

+ In oader for the deductions to be allowed the expenditure must have been actually
incurred in the production of inceme and not be of & capital nature, The landlord must
effectively be able to satisfy SARS that he ks carrying on a bona fide trade through the
ranital af his propeny.

+ The cost of improvemeants, reconstructions or additions to the propery cannot be
deducted, &5 these expenses are of a capital nature. Improvements made o keasehold
progerty in terms of a lease agresment by the tenant must be included in the income
of the landlord. Either the stipulated amount or a fair and reasenable value will be
included. There may be relief available for the landiord, in terms of Section 11{h) of
the Income Tax Act.

For the tenant:

+ The tanant can claim the rental expense as a dedwction for tax purposes if the rental
payment or expenditure was actually incumred in the production of incame,

+ | improvements are made 1o leasehold property in terms of a lease agreement by the
tenant, these must be included in the income of the landiond. Either the stipulated
amount of a Tair and reasonable value will be ingluded.

+  Tha tanant may deduct suech axpenditure over the peripd of the laase, The landlond
may be entitled to discount the value of the improvements over the peripd of the lease
or 25 years, whichever is the shorter.
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THE RENTAL HOUSING ACT

The Rental Housing Act (30 of 1999), as amanded, zims to regulate the ralationship
between tenants and landlords of residential property {utifised for dwelling purposes) in
South Africa - by setting out general requirements relating to leases, laying down general
principles and governing conflict resolution. The Rental Housing Tribunal's function s 1o
e that unfair practices betwean landionds and tenants are eliminated and hence

it inferprats bath the Act and the Pracedural and Unfair Practice Regulations, where

applicabde, in its defiberations, The senice is free to bath tenants and landlords. A lease

will be deemed 1o include a number of terms, which cannat be waived by either party,
some of which are listed below:

+  The landlord must furnish the tenant with written receipts for all payments received by
the landlord fram the tanant.

# |fan the axpiration of the leasa, the tanant remains in tha dwelling with the axprass or
tacit consent of the landlard, the landlard and tenant are deemed, in the absanca of
& further written lease, to have entared into a penodic lease, on the same terms and
conditions as the expired lease, except that at least one month's written notice must
be ghven of the intentien by either party to tesminate the bease,

+ A deposit must be irvested by the landlord in an interest beanng account, swuch
imtarest not to ba less than the rate applicable 10 a savings account, During the period
of the leasa, the tenant is entitled to request prood from the landbord in respect of
intarest accrued.

+ A tenant has the right, during the lease period, to privacy, and should the landlond wish
to exercise his or her Aght of inspection, the inspection must be done ina reasonable
manner after reasonable notice 0 the Enant.

+ A landlord must pravide a tenant with a dwealling that is fit and suitable to live in,
maintain the existing structure of the dwelling and faclitate the provision of utilities to
the dwelling,

+ The Rental Housing Amendment Act (35 of 2014} addresses some of the
shortcomings of the Act, and will come into eperation on a date yet to be proclzimed.
Until this date ks proclaimed, the changes proposed by the Amendment Act may not be
enforced. Some of the main changes that the Amendment Act aims to bing about are:
+  Leasas must be reducad o writing. The onws will bs on the landlard o make surg

it is in writing,
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+ The deposit and intenest accrued on it must be paid to the tenant within 7 days
of the axpiration of the leasa, however a reasonable cast incurned in repaining
damage to the dwelling may be daducted from the deposit, but rzlevant receipts
reflecting these costs must be made available to the tenant for inspection, Failure
by & landlord to repay the deposit to the tenant is a criminal offence,

+  To clarify the rights and responsibilities of the tenant and the landlord.

+  To strengthen the powers of the Rental Housing Tribunals,

REGULATIONS FOR NEW BUILDINGS AND ENERGY USAGE

The Energy EHiciency Ragulations for energy usage in buildings provide that all new
buildings and building extensions in Seuth Africa must conform to the regulations on
enargy canservatian, including homes, industrial buildings, hotels and schools, Building
plans will not be approved without compliance, and Inspectors are required 1o confim
same, specifically enengy usage requirements. Mo compliance - no Occupancy Cedificate.

TAX ALLOWANCE FOR ENERGY-EFFICIENCY SAVINGS

Regulations on the tax allowance for Enargy-efficiency savings stipulate that any company
holding a certificate that can prove their energy savings are genuing, can submit the
certficate o claim an allowance from SARS. The allowance is as contemplated in

Section 120 (2) of the Income Tax Act, 1962, Section 121 prosides that tax incentives
are available for savings in all energy forms, and not enly electrcity. The enargy-efficsency
savings tax incentive is calculated at & rate of 95¢/kWh and alsa applies 1o cogeneration
projects,
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COSTS OF BUYING & SELLING PROPERTY

TYPICAL COSTS OF BUYING

PURCHASE PRICE

+ A deposit (usually 10% of the gross purchase price) to the estate agent or
cormeyancer payable wsually an signature of the deed of sale by beth pariies or within
7 to 14 days from signatura (if applicable).

+ The balance of the purchase price is lodged with the conveyancer prior to transdes,
or is securad by way of a bank guarantes. Over and above the purchase price, the
purchaser should have the cash availabde to cover the transfer costs (i this is not
included in the bond) and the bond registration costs as follows:

TRANSFER COSTS

+  Transfer duty - calculated on a sliding scale between 0% to 13% of the gross
purchase price, is payable to SARS (RO to R1 210 000 is exempt).

+ i the seller is a VAT vendor, then WAT is payable at 15% of the purchasa price. As the
seller is liable for payment, it is imporant o add the VAT to the purchase prica, and
to state clearly whether the agreed punchase price includes or excludes VAT If nothing
is stated, it is desmed to be inclusive of VAT, and the seller will be liabe for VAT &t the
“ta fraction” (which equates to 13.04% of the grass price).

+ The transaction may be 2ero-rated only when an income genarating entity, which Is
also a going concern, ts sobd from a VAT vendaor 1o a VAT vendor,

+ Conveyancing fees - of the transherring attorney, may vary slightly according to rates
set by the comeeyancer wha attends to the transter, but are based an recommendad
fee guidelines from the law society (plus VAT),

+ Bond registration costs - the purchaser normally pays the transfer and bond
registration costs (phus VAT).

+ Other costs - the bank may alse charge a bond initiation fee - usually a base fee plus
% of the boan amount, which & usually debited off hame loan account. & homeswners
insuranca policy (to cover property and structures on it against natural disasters),
hpme loan pratection assurance (death, disability), moving costs, and telephone and
internet connection costs may also need to be taken inte account
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*

Deeds office /registration fees - a fee which vanes dependent on purchase

price value of proparty.

Sundry charges - may include posts and petties payable to the transfarring attarmey,
valuation certificates - & disbursamant to the local authority to obtain valuation and
rates clearance centificate - which varies depending on the local authority, electronic
documentation generation fee costs, e-VAULT fees, deeds office search fees, a
home-gwners consant fee, FICA costs, and a transactional billing fee.

Occupational rental - where the buyer takes occupation before regstration of transfer
of the praperty takes place, occupational rental is payable as per agreamant and
usially peior to and adjusted on registration of transfer,

TYPICAL COSTS OF SELLING

Estate agent's commission - Carmmission rates are caloulated as a % of the gross
purchase price and should be negliated upfront with the agent, Sellers need to
establish very clearly what commission an agent proposas to charge before awarding
& mandate and to ensure that the % agreed upon after any negotiation is written into
the mandate document (where applicable) and establish whether such % includes VAT,
Beetle inspection, electrical inspection, plumbing and gas certificates - the seller
will be responsible for any repairs required belore such a clearance cedificate can be
issued, The beetle inspaction certificate may be required by inclusion in the contract
of sale (KZN and Cape Pravinces). The electrical inspection certificate is required to be
obtained by the seller in terms of legislation - the Jecupational Health and Safety Act
(B5 of 1993) - all provinces.

Bond cancellation fees - 1o cancel an existing bond. Sellers should be awane that
they need to give their fnancial institution 90 days natice of their intent te sall and in
turm cancel their band finance o avoid early termination penalties.

Rates and taxes - the seller is normally liable to pay rates and taxes and utilities
(lewied by the kocal authorty) up to the date of transfer, This may imvolve paying a

B0 days rates in advance (Cape Town), payable to obtain clearance before registration
of transfer {can vary from agreement to agreement). The seller may then claim a refund
from council for any amount cverpaid, covenng the period after registration of transfer,
Electrical System Fence Certificate - Usually this will be providad far in sale
apreements conclieded after 1 Dctober 2012, which in most casas, will require the
seller to bear the cost of ensuring compdiance with specifications, together with the
cost of obtaining the compliance cartificate
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PURCHASING VIA LEGAL ENTITIES - PRO'S & CON'S

COMPANY

ADVANTAGES & Sharehokders agreement can neatly segulate the:
1. CC.truel, company can be shasholders relatinnship batvaen the shasholders (subjest 1o the
2. Sictly contralied By legslatian Companias A W01 and Bet)

(71 of 3008 a5 amended 7. A bond may be mgiemd subject o the sokency
3. Can kawe moeg than 10 shamhalden anil buidity ssquiremants of Seclion 44
4. Has grealer image value than a CC o & sl as &

business vehicke DISADVANTAGES
5. Ralatheely eacy cak of imerast thicigh & sake ol L. Tha coste of annial aust (wham appicabia)

shams 2. Comples kegislation applies, with ncresssd

complance requirements
CLOSE CORPORATION

ADVANTAGES DISADVANTAGES

1. Managemest 5 alsn epmsenind by mamsars who 1. Membeship imited to 10 (enly natural parsnes or
ol isbarest in ™ O Tnustah
2. Simoe 2011, no new CC's may be mgitered

TRUST
ADVANTAGES 7. The Trust Prapery Cortnal it (no. 57 of 1988),
1. The trust is reaied as as enbity sexarie fom te a5 secendy amended, seis oot guideines for the
incividuals adminisiadon of & e in 54 and inimduces
. Aigals don’t lorm par ol the Rsobem sddale in crepsed respansbiilias and labiites for nstess

the event of sequestration
Strict controds - Tsteas accountabie o Mastarof | DIRADVANTAGES

E = I )

the High Coun 1. Casnot Be sold &5 S0 enlity

. Zpecial tnses formed for mentaly il or serioushy 2, Tre beneficiaries nomaly have dsceetionary nghis
disatled, will be alwad COT esmption H primary which are sat ssets tat can be sold sech a3 shanas
residence (snd Mests alher requismenls o 3. Trestees connol act uidl Lettars of Rulhonily hise
quality] bewn issued

Special nets - 1zed at isdiidusl s

. Trust deed cén be sl up w0 a5 16 detsmne the
manner in which Trusten adminksters the fived
propaiy and the Trastes & dutybound by obay
these wighes

[=-E1i

Trarstering peopesy im 3 st shoukd be concidansd in g of el tae lew amandments - tists should no
lorger be created o simply limil 1200, but may =6l heve ofer benefits, Each situation should be considersd on ils
o mets (wi the aid of specialists in the deid)

APPLICABLE TO ALL ENTITIES
ADVANTAGES DISADVANTAGES
1. Saperale legal pessonality (CC°2 pad Compasies) L. CGT - wheie propeiy is hald in Company,/CC,
2. If shares hekd in tnst, may protect the shares & ecinary trusl, and special bestamentary s,
Iong as not offerad a5 secunty against a Inan N primary msidence asempian allosad
3. Shaessy Members miensls can ba sl 2. Diwidends tae hewind on the ehenshalder ol & rale
4. Contnues o exist 2% an enlity even in event of of 2% on the amount of any dradend paid by a
death or msignagon of mamber'shassholder! tompany (subject o cartan eemptions). The G s
direcharfinshee 10 B withiel] by the company paping the tasatle
5. Meed nol be in exstence al tme of signng dwidends 2nd paid acmoss o SARS
agreement [0 and Companes) 3, Transher of mamiam isterst, shaws - subjct
Secerities Transfar Taa o1 3 rate of 0.25% on e
transfier of Isted or unlisted Securites
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EXCHANGE CONTROL

ACQUISITION OF FIXED PROPERTY BY NON-RESIDENTS

MNon-residents may invest in the Republic (including the acquisition of fised propery),
provided that suitable documentary esidence is received in ordes to ensure that such
transactions ane concluded at ams’ bkength, at fair market-related pdces, and are
financed in an approved manner. The fellowing provisions relate 1o inancial assistance in
Sauth Africa:

+ Emigrants: Local financial assistance made available to emigrants is subject to the
1:1 ratin.

+  Non-residents: Authodsed Dealers may grant or authorise becal financial assistance
facalities to non-residents in respect of bona fide forelgn direct ivestments inte South
Afrca (including the acquisition of commercial progerty), withoul restrictions. Whene
the funds ane required for the acquisition af residential proparty (or othar financial
transactions) in South Africa the 1.1 ratio will apply.

+  Affected persons (i where non-residents directly or indirectly owns 75% ar more
of &n entity): There is no restriction on the amount that could be bomowed locally in
instances where an affected person wishes to borrow locally to finance a foreign direct
Inestment inte South Affca (including the acquisition of commercial property), or
far damestic working capital raquirements. Whodly non-resident owned subsidianes
may borrow locally up to 100% of the tatal shareholdars' investment in respect of
the acquisition of residential property {gnd ar other financial transactions) in South
Africa.The effect of local participation in non-resident controlled entities is to make the
abovementioned norms mene libesal the greater the local participation, i.e. the ability
o borraw locally increases. This is based on a fermula.

DISPOSAL OF FIXED PROPERTY BY NON-RESIDENTS

Proceeds from the sale of assets, including immovable progerty by non-residents in South
Afnca may be remitted abroad, with submission of proof (records) that fereign funds were
brought into Seuth Africa in order to purchase the propery. & non-rasident who brings
funds into Seuth Africa in erder to purchase property, and wha obtains either permanent
or temperary rasidancy in South Africa, may remit the proceeds of the sale of the property
abroad (with proof) asif he or she was & non-resigent, within 5 years of becoming &
pemmanent or temporary resident, howeser, after 5 years has passed, will be treated as
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a South Afrcan resident for these purpeses. Whene there is a lack of proof, a special
application 1o the Resene Bank can be made. Proceeds on the sale of assets, including
immovable property in South Africa by Emigrants will be subject to the blacked account
provisions, and withholding tae

DECEASED ESTATES AND IMMOVAELE PROPERTY

When a person, who owns immovable propesty registered in his name at the date of his
death, passes away, a number of scenarios may arise, as follows:

WHERE A PERSON DIES LEAVING A VALID LAST WILL AND TESTAMENT:

+  Avalid Last Will and Testament, in most cases, nominates an Becutor to administer
the estate (or a Master's Representative whese the estate value is R250 000 or less).

+  The immovable propery will be transfemed 1o the heir/s or beneficianes as per the
provissons of the Last Will and Testament.

+ If the propery is subject to a mortgage band, and where no mentian is made of a
bond on the property, the Executer is required to settle the bond from the estata
residue, and only then is he able to transfer the property to the heirs or beneficiares,
simultanegusly with the cancellation of the bond.

+ To protect any beneficlaries or helrs who ane minors (under 18 years old), a testator
may wizh 1o set up a testamentary trust i his Last Will and Testament.

+  Whera agricultural progerty is baqueathed, the testator needs to ba aware of
Section 3 of the Subdivision of Agricultural Land Act {70 of 1970), which prevents the
subdivision of agricultwral land, and such land being registerad in undivided shares
in more than one person's name. This is especially relevant when the tastator is
consldenng bequeathing agncuttural land to mone than one beneficiary.

+ | a testator bequeaths his immovable property to a numiber of heirs in equal shanes (or
ptherwise), this may give rise to impractcalities due to the indvisibility of the beguest,
and may give rise 1o a redistibution agreement being drawn up between the heirs.

+ To save costs and time, to protect beneficiaries/heirs, and ensure that a person’s
wishes are carried out, It Is Imperative that he executes a valld Last Will and
Testament.
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WO VALID LAST WILL AND TESTAMENT (INTESTATE}:
Where a person dies without leaving a valid Last Will and Testament:

The estate is intestate, and the Master af the High Court will appaint an Esacutor or
Master's Reprasentative after receiving nominations fram interested parties.

A parent, surdving spouse or child of the testator may be appointed without having
o provide security for the proper performance of his duties. In all other cases, the
Exgcutor will nead 1o provide a band of security to the Master - either issued by the
Legal Practics Cauncil or a financial institution.

The immavable propery will be transfemed to the hair/s or beneficianes in tarms of
the Imtestate Succession Act (81 of 1987).

THE EXECUTOR'S DUTIES IN RELATION TO THE IMMOVABLE PROPERTY:

*

The Executor is the only person wha is lawfully authorised and empowerad to deal with
the assets of the deceasad (inchuding the immavable property), and until such time as
he is appointad, no-one can act on behalf of the deceased estate,

All Powers of Attiomey executed by the deceased person befare he died, will automatically
fall away on his death, and this would include a Power of Attorney 1o register a transfer,
The transher of immavable property which was sold priar 1o the deceased's death, may
praceed, however the Executor will be required to sign new dacuments, including a
new Power of Attornay to register the transfer of the property.

Dnce Letters of Executorship have been isseed, the Executor may, in terms of

the provisions of the Last Will and Testament or in terms of intestate succession
[whicheser is applicabde), either pass transfer of the immovable property to the heir/'s,
or sell the immauable propedy ta a third-pary purchaser, provided consent is obtained
from the heirs.

TRANSFER OF IMMOVABLE PROPERTY TO HEIRS:

*

The transfer of the property 1o the heir's cannod be registerad before the Liquidation
and Distribution Account has lain for inspection without abjection, in terms of Section
35 of the Administration of Estates Act (66 of 1965).

A Comveyancing Attomey will need to be appointed by the Executor, who will need to
certify, in terms of Section 42 (1) of the Administration of Estates Act, that the transfer
15 i terms of the Liquidaticn and Distibution Account which has lain for inspection
withaut abjectian, and that the transler i in accordance with the Liquidation and
Distribution Account.
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A Master's certified copy of the Last Will and Testament and next-of-kin-affidasit (in the
case of an intestate estate) will naed to be lodged at the Deeds Office with the other
documents for registration,

There will be no transfer duty payable,

The deceasad estate will bear the corveyancing costs including disbursements such
as the Deeds Office fee.

The deceased estate will alzo need to bear the cost of abtaining rates and levy
clearanca certificates - valid until after the anticipated date of registration of the
immixable property

If the grass value of the estate is R250 000 or less, the Master of the High Count
may, at his discration, direct that the estate is wound up &5 3 Saction 18{3) estate,
and will issue his written directions to the person charged with the duties (Master's
Represantative) in terms of which he is ordered 1o take control of the estate assets,
pay the liabilities and transfer cwnership af the residue to the beneliciarias. The
remaiming pravisions of the Administration of Estates Act regarding the administration
of the estate are not applicable. A Liguidation and Distribution Account does not
need to be drawn up, there is no requirement for advertisements or @ Section 42(1)
certificate from the Conveyancer,

TRANSFER OF IMMOVABLE PROPERTY TO A SURVIVING SPOUSE:

Where & deceased person was marned out of community of propery, thers may be

specific provisions In his antenuptial contract in regard to his immovable property,

which may everide his wishes in terms of his Last Will and Testament.

Where a deceased person was marned in community of pragerty one hall af his estate

is owned by his surviving spause as a consequence of the mariage. The ather half of

the immovable propery will devohe eithar in terms of the deceased's Last Will and

Testament or according to the rules of intestate succession (wherz applicabla).

If the deceased bequeathed his immovable property to his suniving spouse (either

by wiary of Last Will and Testament or by intestate successien), the following taxation

conseguencas an applicable:

+  Estate duty - Thera is no estate duly payable on all propery accruing to a
surviving spouse |Section dq of the Estate Duty Act (45 of 1955)].

+  Transfer duty: There is no transfer duty payable.

+  Capital Gains Tax {CGT) conseguences: immovable property bequeathed to a
surviving spouse does nol incur capital gaing ta, as this will be subject to roll-over
reliel.
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SALE OF THE PROPERTY BY EXECUTOR TO A THIRD-PARTY PURCHASER

Tha Exgcuter can cause the immovable propery in the astala to be markeated and

sold, before the Liquidation and Distribution Account has lain for inspaction, whers:

+  The Executor deems it beneficial to do so (for liquidity in the estate).

+ The deceased has specifically instriected that the property be sobd in his Last Wil
and Testament.

# The heirs of the beneficiary/'s wish the property to be sold, or have entered into a
redistribution agreement to this effect, and the heirs have cansented 1o the sale
and there i a clause in the agraement of sale stating that the sale is subject to
the approval of the Master of the High Court.

The Executor would sign the sale agreement in his capacity as such and in due course

would sign the transfer documents, alse in swech capacity,

The Comeyancer will need to obtain a Section 42{2) endorsement fram the Master on

the odginal Power of Allomey Lo pass transfer, 1 confirm the Master's approval.

The costs of the transfer, including transfer duty, would be payable by the Purchaser.

The deceasad estate would carry the costs of obtaining rates and levy clearance

certificates valid until after registration, and of cancelling any bonds registerad over

the property.

Where the Executor sells the immovable property during the administration of the

eslate to a third-party purchaser, the value of such propery may Increase or decrease

betwesn the date of death and the date of sale, which may have capital gains tax
implications for tha estate,
Thase CGT implications are discussed in mone detzil below
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CAPITAL GAINS TAX, DEATH AND IMMOVABLE PROPERTY
THE DECEASED PERSON

At death, the deceased person is deemed to hawve disposed of all his assets, including
immaovaile propedy, W his estate, at an ameunt received or accrued egual to the market
value at the time of death. Capital gains tax i activated through this deemed despesal,
The RA40 000 annual exclusion granted in the year of death of the individual will
apply to these disposals made to the decessed estate,

The exclusion for pimary residence may apply (R3 million).

The CGT inclusion rate of 40% applies o the deceased person, and this amaount will
attract tax at the deceased’s marginal rate of income tax.

An axclusion 1o ths provision s provided in Section 9HA(2) read with Section 25(4)
of the Income Tax Act (58 of 1962), which provides that where assets (including
immowable property) are disposed of t0 & surdiving spouse (By means of either
intestate or testate succession, or by way of a redistribution agreement between

the heirs or legateas), the liability for capital gains tax for the deceased person &
pestponed until the death of the surviving spouse or until such time as the surviving
spouse dispasas of it him or hersell. This is known as “roll aver reliel™ and is similar to
the exemption in Section 4g of the Estate Duty Act, where the estate duty liabilty in
raspect of assets inhested by & suriving spouse is postponad,

SALE OF IMMOVABLE PROPERTY BY THE EXECUTOR AND CGT

Whera the Executor sells the immavable property during the administration of the
estate to a thind-party purchaser, the value of such propery may increase or decreass
betwesn the date of death of the deceased and the date of sale of the property, which
may hawve a capital gains tax implication for the estate.

The proceeds would egual the selling pace of the property, less the base cost egual to
the marke! value of the property at date of death, which will resull in either a capital
Eain or loss.

Capital gains tax is levied in & deceased astate &t the same rate as for individieals,
The deceasad estate will be entitled to the same exemptions and exclusions as

would have been availzble to the deceased before his death (the annual exclusion of
RS0 000), howeser It will nat be entitled 1o any assessed capital loss that might have
remained in the estate of the decaasad, or 1o the R440 000 annual eaclusion, nor to
the primary residence exclusion of B3 million, Decaased estates ane not provisional
faxpayers.
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TRANSFER OF IMMOVABLE PROPERTY TO THE HEIRS/LEGATEES AND CGT

In this case, the caloulation for CGT will reflect the proceeds as equal to tha market
value of the property &t date of death of the daceased, less the base cost equal tn
the mankeat value of the property &t date of death, resulting in a tax-newtral transfer of
assets from the deceased estate to heirs or legatees,

Under mast clrcumstances, althaugh capital gaing tax may be paid at the death of the
deceased [in lerms of the deceased persan's linal income Lax retum, as descrbead
abwwe), na further capital gains tax will be payabla when an heir or legatea recaives
the property from the deceasad estate,

Capital gains tax will only anisa again when the heir disposes of the property at a latar
stage, where the calculation will reflect the proceeds s equal to the selling price of
the property, and the base cost equal to the manket value of the propery at the date
of death af the deceased.

TRANSFER OF IMMOVABLE PROPERTY TO THE SURVIVING SPOUSE AND CGT

All assets that pass to a surdiving spouse (either by way of a Last Will and Testament,
or by intestate succession, ar by way of a redistribution agreement between the heirs/
legatees) are subject to “roll over” CGT relief,

This means that capital gains tax is pestpaned until the surviving spause disposes of
the assets dwing his or her Ifetime or at death- the cagpital gain is then determined
from the date of acguesition by the first dying spouse and the base cost at such
disposal is the base cost as incurred by the first dying spouse,

The implication is that the ariginal base eost is relled aver o the surviving spouse, and
when he or she finally disposes of the property, capital gains tax will be levied an the
difference batwaen the procesds and the ariginal base cost,
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TAX RATES

Tax ratas applicable ta trusts ane as follows:

TYPE OF TRUST INCOME TAX RATES CAPITAL GAINS TAX
INCLUSION RATE
Mormal Trast 45% BO%
Special Trust Same & those applicabla to natural persons, ecept A%
that the rebates and interest esemptions do not apply.

Note: & special trust is a trust created solely for the benefit of someons who suffers from

a disability that prevents such person from eaming sufficient income for their maintenance
or from managing thair own financial affairs. A special trust can also be created by way of
a testamentary trust whereby relatives of the testator who are alive on the date of death
are the beneficianes. In order to qualify as a special trust, the youngest of the beneficianes
must, on the last day of the year of assessment of that trust, be under the age of 18 years,

CHECKLIST WHEN BUYING OR SELLING A PROPERTY FROM A TRUST

1. Review the Trust deed: review the clauses pertaining to the powers and authority of the
Trustees to act. They must have the reguisite capacity to contract on behalf of the tust
regarding the acquisition ar disposal of prapery, ar power 10 obtain a maortgage bond
or pass a mortgage bond over any immovable property held in trust by them.

2. Letters of Autharity: trusteas must be duly authorised to act in terms of the most recent
Lettars of Authority issuad by the Master of the High Court, or Master's Certificate, if the
trustees have changed.

3. FICA: obtain all signing Trestees' Identity documents, and other FICA documentation.

4. Board of Trustees: the Board must be propedy constituted. The minimum number of
Trustaes required by the Trust Deed must be appainted.

5. Administrative requirements: provided the Trustees are authorisad by the trust desd
to delegate their autharity to act, they must then issue the necessary autharity for
one Trestee t act on their behalf, failing which, all Trustees are required to sign the
necessary documentation. & prior resolution of Trustees i requined authonsing the
purchase ar sabe ol any immavable propery in the name of the Trust. If this is nat
effected, all af the Trustaes will b2 raquired to sign the Deed of Sale,
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ESTATE DUTY

The ganeral rule is that if the taxpayer is ordinarily rasidant in the Republic at the tima of
degth, all of his assets (including deemed property), wherever thay are situated, will be
included in the gross value of his estate for the determination of duty payable therean.
Estate duty is levied at 20% on the first B30 millen of the dutiable estate, Estate duty will
be levied at 25% on the dutiable estate in excass of R20 million. Estate duty is lavied on
the Sauth African property of non-residents.

Desmed propery incliedes insurance palicies on the life of the daceased, claims in terms
of the matrimonial property &ct as well as propesty 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 public benefit organisatians

+ Baquests to a surviving spouse

The Act gllows for a R3.5 million estate duty abatement. This abatement could rallaver
from the deceased to a suniving spouse, 50 that the suniving spouse can use &

R7 million abatement on death, The pomability of the daduction will apply to the extent
that the first dying spouse did net use the whole abatement.

There is relief from Estate Duty in the caze of the same propedy being included in the
estates of taxpayers dying within ten years of each ather. The deduction is calculated on
a sliding scale varging from 100% where the taxpayers die within teo years of each ather
and 20% where the deaths are within 2ight to ten years of each other,

Executor's remuneration

An executor is entitled to the following remunaration:

+  The remuneration fised by deceased in the will, or

+  3.5% of pross assets

+ (% on income aceruad and collectad from date of death

Exgcutor's remuneration is subject to WAT where the executor is registered as a vandor,
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Donations Tax is payabla by any South African resident. The donations tax provisions
do not apply to non-residents even if thay donate Seuth African assets. Donations tax
Iz payable on the value of any gratuitous disposal of progerty (including the disposal of
property for inadeguate conssderation) and the renuncliatien of rights.

FRINCIFAL EXEMPTIONS

+  [onations between spouses

+ [pnations to chantable, ecclesiastical and educational institutiens, and certain public
bodies in the Republic of South Afica (limited 1o cerain threshobds)

+  Donations by natural persons nod exceeding R150 000 (R100 000 befare 1 March
2026} per year

+ The donation of assets situated outside the Repubdic, subject to certain conditions

+ [onations by companies not considered to be public companies up to R20 000
(R10 000 before 1 March 2026) per annum

+ [Donations where the donee will not benefit untl the death of the donor

+ Denations made by companies which are recognised as public companses for tax
pumpasas

+  Donations cancelled within six manths of the effective date

+  Property disposed of under and in pursuance of any frust

+ [onations between companies forming part of the same group of companies

+ Regsonabde bona fide contributions to the maintenance of individuals

RATES

Donations tax is payabla &t the end of the month following the month in which the
donation was made at a flat rate of 20% on the first R30 millien donations. Donatiens tax
on the donations in excess of B30 million will be 25%. Only donatiens from 1 March 2018
will count towards the R30m threshold.
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MORTGAGE BOND REPAYMENT FACTORS

INTEREST YEARS INTEREST YEARS
% 20 25 30 % 20 25 30
200 B35 7.72 7.34 18.00 1543 16517 15.07
BED BER 805 7.5 1825 15.63 1537 15.28
9,00 400 839 B.D5 18.50 15.62 1557 1548
450 432 a.74 Bl 18.75 1601 15,78 15,68
a.75 449 891 859 19.00 16.21 15,88 15.8%
10,00 485 Q.09 878 19.25 16.40 16,16 16,09
10,50 998 9.44 915 19.50 16,60 16,38 16,30
11.00 10.32 9,80 452 19.75 16.79 16,58 16,50
11.50 1066 | 10.16 0.50 20,00 16.99 16,78 16,71
12.00 11.01 1053 | 10,20 X025 17.18 16,99 16,92
12,50 1136 | 10490 | 1067 X050 17.38 1719 17,12
13.00 11.72 11.28 | 11.06 2075 17.58 17.8% 17,33
13.50 1207 | 1166 | 11.45 21.00 17.78 17.60 17,53
14,00 1244 | 1204 | 1185 21.25 1747 17.80 17.74
14,50 1280 | 1242 | 1225 21.50 1817 18.00 17.95
15,00 1347 | 1281 | 12684 21.75 1837 18.21 1815
15,25 1335 | 1300 | 12.84 22.00 1B.57 18.41 18.36
15,50 13654 | 13.20 | 13.05 22.25 1E.77 18.62 18.57
15.75 1373 | 1339 | 13.25 .50 1E87 18.82 18.77
16.00 1391 1359 | 1345 22.75 1817 18,03 18.08
16.25 14,10 13.79 | 1365 23.00 1937 18,23 18,18
16.50 1429 1398 | 1385 23,25 19,57 15,44 18,38
16.75 14,48 14.18 | 1405 2350 18,77 15,64 18,60
17.00 14.67 1438 | 1426 3375 19.97 159,85 158,81
17.25 14.86 1458 | 14.46 .00 2017 20,05 20,01
17.60 1608 | 1478 | 1466 1425 2034 20,26 20,22
17.75 15.24 1497 | 14.87 3500 2098 20.8E 20,85

The table giees a monthly repayment per R1,000 of a loan with an interest rata ranging
betwaen 8% and 25% p.a, over & period of 20, 25 or 30 years, For axample, if the loan
is R100 000 at an interest rate of 10% p.a, to be repaid aver 20 years, the manthly
regayment is R100 000 divide by R1,000 = 9,65 which is RIE5, Monthly repayments
of approaimately RIG5 will be reguired to liquidate capital and interest on a bond of
R10G 000
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SALE OF PROPERTY TIMELINE

Whikz the transfer process follows a senes of succassive stages, the time pariod involvad
vanes cansiderably, Here are some guidelines:

&

Cash transactions may take 6 to 8 weeks,

In narmal circumstances, from date of approval of conditions, approx 2 manths.
Thare will be a 4-6 weak delay in the evant that an apphication for a lost or destroyed
Dead or Band i5 raquired, incleding an additional axpensa in regand to the advartising
raquirement ralating thereta.

Purchaser and Seller sign agresment

Seller tn atvise bank of mbantion to cancel bond o mwoid S0 day cancelation penalty Stage 2
Band approved

Fulliment of other suspensive conditions

Daposit paid

Transfeming, bond and canceliation atiomeys instructed

Paities 1o provide FICA documentstion and copy of rsles apcoun

Transfer athomey requests title deeds and cancelation fpuses from the bank, and prepares iansfer
documents for signature by parties

Band attorey acvises rangler attomey of amount available for guarantens

*
*
*
L]
*
*
L]

*

L

Purchager pays ransher costs Stage 3
Rates tearance and walsation cestificates apphed for |seller pays rates and utilities to transfesting
Aty

+  Transfer almomey receives title deed and canceliation figures fom cancellation Stomeys sad sends
draf deed 10 bond atfomey

Bond doeements prepared once draft deed moeived

Canceliation attorney & requested to cancs selers bond on recspt of gearantsss fam the new
bond atiomey, of purchasers bankems

Purchaser signs bond documants and pays bond registration costs

Purchaser signs tmansfer documents:

Seller sgns eamsler documents

Electrical, beatle, gas and eleciric fence certificabes amanged {and plumbing, where appropeiate)
Elnctrical carficate mquired by bond athormeys

* W

LR 2 O

Transfer attomey pays rabésTevies and ansler duty 1o SARS {elactronicaly) Stage 4
Bond attormeys send guaraniees to e wansfer or cancalation stomeys
Transfar athomey obtains consant from the bondholder ko canced the sellar's bond

-

*  Doouents lodged at Deeds Ofics

*  Dopuwents are checked in the Desds Office (+ 10 days, regulation: 7 days - dependent on doseres
of the Deads Ofice due tn Covid-19)

*  Purchasar must pay the balance of the purchase price tn transfer attomey before Indgement, or when
calied for in terms of e sgreemes]

OM REGISTRATION:

*  Financial mstitution’s atiomeys have bond amount availabe

*  Property regislered in purchaser’s name. Selers bond cancelied. Purchasers bond registensd




COMPARATIVE TAX RATES

CATEGORY 2025 2026 2027
NATURAL PERSONS

®  Bagimum marginal rate 45% 45% 45%

®  Reached at a taxable Income 1 B17 000 1817 000 1878 60O
= Minimum rate 18% 18% 18%

& Up to taxable income of 237 100 237 100 245 100
& CETinclusion rate A40% 40% 40%

COMPANIES & CC's

® MNomal tax rate 27% 27% 2T%
® [ividends Tax 20% 20% 20%
& CGT inclusion rate 20% a80% BO%
TRUSTS [other than special trusts)
= Flat rate 45% 45% 45%
& CGTinclusion rate 0% 80% BO%
DOMNATION TAX
® [First R30m cumulative donations 20% 20% 20%
® Cumulative donations in excess

of R30m 25% 25% 25%
ESTATE DUTY
® Dutiable estate up o R30m 20% 20% 20%
® [Dutiable estate in excess of R30m 25% 25% 25%
VAT 15% 15% 15%
SMALL BUSIMESS CORPORATIONS
® Maximum marginal rate 27% 27% 27%
®u Reachad gt a taxable income 550 000 S50 000 550 000
® Minimum rate 0% 0% 0%
® Up to a taxable incams of 95 750 95 750 9% 000
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ATTORNEYS, NOTARIES AND CONVEYANCERS

SERVICES

Banking
Building Engineering & Construction
Conveyancing & Property
Corparate & Commercial
Competition
Constitutional & Administrative
Employment
Erwironment
Estates & Trusts
Insalvency & Business Rescua
Insurance
Intellectual Froperty
Litigation
Matrimonial & Family
Mediaticon
Mining
Spart
Sugar
Tax
Town Planning
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