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1. Legal Quotes
"Any society that produces twice as many lawyers as it does poets and preachers is doomed." [John
Fogarty]
“The trouble with laws these days is that criminals know their rights better than their
wrongs." [unknown]
"Politicians are like warts on the body of society. And the only thing worse than warts are lawyers and
lobbyists." [Jarod Kintz, Who moved my Choose?]
2. Legal short
A golfer hooked his tee shot over a hill and onto the next fairway. Walking toward his ball, he saw a man
lying on the ground, groaning with pain. "I'm an attorney," the wincing man said, "and this is going to
cost you R5000."
"I'm sorry, I'm really sorry," the concerned golfer replied. "But I did yell 'fore'."
"I'll take it," the attorney said.
3. Inspiring quotes
"The best day of your life is the one on which you decide your life is your own. No apologies or excuses.
No one to lean on, rely on or blame. The gift is yours - it is an amazing journey - and you alone are
responsible for the quality of it. This is the day your life really begins." [Bob Moawad]
"Be who you are and say what you feel because those who mind don't matter and those who matter don't
mind." [Dr Seuss]
"No matter how you feel, get up, dress up, show up and never give up." [unknown]
4. Buying a second property
A lot of us are hedonists at heart: we aspire to good food, fine wine and holiday houses near the sea.
William Gilmore Simms said a long time ago: “Tears are the natural penalties of pleasure. It is law that
we should pay for all that we enjoy.” The same holds true today. With certain exceptions, it has become
expensive to eat and dine out in Cape Town, and buying a second property is certainly going to cost
more than it did a few years ago.
To drive home this point, it is indicative that the latest Rode Report on the SA Property Market indicates
house prices to be accelerating and Cape Town has recorded the strongest growth in this regard in the
country.
In addition to the increase in property prices, conveyancing tariffs were increased in September
2014 and on 1 March 2015 transfer duty tariffs were raised (transfer duty is exempt to
R750 000.00, but rises steeply thereafter). [To give some indication, conveyancing fees on a purchase
price of R2 250 000.00 amount to R20 350.00 plus VAT-excluding bond fees (if applicable), deeds office
fees, which were also increased recently, posts and petties and incidentals – and transfer duty amounts
to R85 000 plus 11% of the value of the property above R2 250 000.00].
The inclusion rates for Capital Gains Tax were also increased by the Minister of Finance in
February 2012 as follows:
• Individuals: the 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: the inclusion rate was increased from 50% to 66,6,% (the effective tax rate increased
from 14% to 18,6%);
• Trusts: the 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).
Whilst with your primary residence it is nearly always better to buy in your personal name (to qualify for
the R2 million primary capital gains tax exclusion), it is worth considering how best to hold a second
property.
The first question to ask is what you intend to do with the property. If you intend to speculate,
make sure you don’t do this too regularly, as SARS might classify you as a property developer – you will
pay tax of 40% on the profits of transaction/s. Other considerations are the length of time you intend
holding the property and whether your primary concerns are protection from creditors or limiting the
estate duty in your estate.
The considerations are not so much the cost on acquisition of the property, as conveyancing fees and
transfer duty are the same irrespective of whether you acquire the property in your personal name, a
company or a trust (a few years ago it was cheaper to buy in your personal name, as transfer duty on
companies and trusts were levied at a flat rate higher than the sliding rate applicable to individuals), but
rather on sale of the property.
When selling a second property held in your own name, the following are disadvantages:
• no protection from creditors;
• estate duty, in that the asset falls inside the individual’s estate (estate duty is charged at a rate of
20% of the portion of the estate exceeding R3,5 million);
• No R2 000 000.00 exemption for CGT.
The possible advantages are:
• The CGT will still be lower than if the property was held in a company or a trust;
• No annual costs of administration;
• Easy to sell (no external permissions/resolutions are required from directors/shareholders/trustees).
When selling a second property held in a company, 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);
• 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 the individual’s estate.
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%]);
• 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.
Summary: A second property should either be acquired in the Buyer’s personal name or in the
name of a trust, depending on what the concerns are of the Buyer at the time of purchase of
the property.
It is advisable consulting a property professional before making a decision as to how to acquire a second
property.
I am available on 063 2632887 or fritz@sonnenberg.co.za.
All newsletters can be obtained on our website: www.sonnenberg.co.za.
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