Dear friends, colleagues and clients
SONNENBERG & ASSOCIATES PROPERTY & LEGAL ADVICE NEWSLETTER # 5:
1.

Legal Quotes

"Law: the only game where the best players get to sit on the bench." [unknown]
"If there were no bad people, there would be no good lawyers.” [Charles Dickens]
“The good lawyer is a great salesman.” [Janet Reno]
2. Overheard in Court
Attorney: “What is your marital status?”
Witness: “Fair.”
3. Amusing quotes
"Politicians and diapers have one thing in common. They should both be changed regularly, and for
the same reason." [Jose Marie de Eca de Queiroz]
"The only mystery in life is why the kamikazi pilots wore helmets." [Al McGuire]
"What the world needs is more geniuses with humility. There are so few of us left." [Oscar Levant]
4. The latest from the Soccer World Cup
There is a higher risk (for his opponents) of being bitten by Luis Suarez (every 147th game, or a 1 in
2000 odds) than by a shark (1 in 3.7 million odds).
Further to the above incident, Uruguayan President Jose Mujica called FIFA bosses "sons of bitches"
for giving a "fascist" punishment of a four month ban to Suarez.
Barcelona have now made an official bid for Suarez. Although not quite the 80 million pound valuation
placed on him by the Merseysiders, the opening offer of 70 million pounds is certainly worth a bite.
5. Definition of the week
Askhole (n) : a person who constantly asks for your advice, yet does the opposite of what you told
them.
6. Sobering thought of the day
In a discussion about estate planning: "Yesterday's work will never pay tomorrow's bills." [Richard
McNamara]

7.

Capital Gains Tax: inclusion and effective rates

From 22 February 2012, the Minister of Finance increased the inclusion rates for Capital Gains Tax
as follows:
• Individuals: inclusion rate was increased from 20% to 33,3% (the effective tax rate increased from
a maximum of 10% to a maximum of 13,3%);
• Companies: inclusion rate was increased from 50% to 66,6,% (the effective tax rate increased
from 14% to 18,6%);
• Trusts: inclusion rate was increased from 50% to 66,6,% (the effective tax rate increased from
20% to 26,7%).
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To offset these increases, certain exclusions applicable to individuals were raised:
•

The annual exclusion was raised from R20 000.00 to R30 000.00;

• The exclusion amount on the death of the taxpayer was increased from R200 000.00 to R300
000.00;
•

The primary residence exclusion was increased from R1 500 000.00 to R2 000 000.00.

Dividends tax was also increased for property owning companies and close corporations from 10% to
15%.
Dividends tax is applicable when property owning companies and close corporations sell their assets
and distribute the proceeds to their shareholders or members.
8.

Close Corporations, Companies and Trusts: how should I hold my property?

When selling a property held in a Company or Close Corporation, the following are disadvantages:
•

CGT of 18,6% of the capital gain;

•

Possible dividends tax of 15% (if the profit is distributed to shareholders/members);

• No R2 000 000.00 exemption for CGT where the property is the primary residence of the
shareholder/member.

• There will be annual costs of administration even if you are not obliged in terms of the new
Companies Act to submit an annual audit to SARS.
The possible advantages are:
• Limited protection from creditors (a creditor can attempt to hold the shareholder/member
personally liable by piercing the corporate veil of the Company or Close Corporation);
• Estate Duty, in that the asset would fall outside of the individual’s estate (Estate Duty is charged at
a rate of 20% in respect of that portion of the estate exceeding R3 500 000.00).
When selling a property held in a Trust, the following are disadvantages:
• CGT of 26,7% of the capital gain (but if the capital gain is distributed to the beneficiaries they will
pay CGT at their own tax rates[between 0% and 13,3%]);
• No R2 000 000.00 exemption for CGT where the property is the primary residence of the
trustee(s)/beneficiary(ies).
•

Annual costs of administration.

The advantages are:
•

Absolute protection from creditors;

• Estate Duty, in that the asset would fall outside of the individual’s estate (Estate Duty is charged at
a rate of 20% in respect of that portion of the estate exceeding R3 500 000.00).
Summary: Unless exceptional circumstances exist, a “primary residence” should be
purchased in your own name (even now that the costs of acquisition of a property (transfer
duty), is the same for individuals, entities and trusts).

Our new website www.sonnenberg.co.za will be up and running next week!

Kind regards

Fritz Sonnenberg
(C) 083 251 5451

