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The Cape High Court sets aside a judgment of
the Tax Court in relation to plantation
farming

The decision of the Full Court of the Western Cape

High Court in Kluh Investments (Pty) Ltd v CSARS

[2014] ZAWCHC 141, where judgment was handed

down on 9 September 2014, involved an appeal

against the Tax Court decision of Davis J in ITC 1860

(2013) 75 SATC 329.

The High Court judgment of

Rogers J (Treverso DJP and Allie 

J concurring) goes further than

merely reaching a different

conclusion on the facts, for it

clarifies the inter-relationship

between section 26(1) of the

Income Tax Act 58 of 1962 and

para 14 of the First Schedule –

key provisions in the taxation of

the proceeds of the disposal of a

plantation.

The disputed assessment 

The disputed assessment had

included in gross income the

amount derived by the

appellant, Kluh Investments

(Pty) Ltd (‘Kluh’), from the

disposal of a plantation, on the

basis that this amount, though

inherently of a capital nature,

was deemed to be income in

terms of para 14 of the First

Schedule to the Income Tax Act

58 of 1962.

The central issue in the appeal

was whether para 14 of the First

Schedule was applicable to the

proceeds of the disposal in the

particular circumstances of this

case. If it was not applicable, the

proceeds in question would

retain their character as capital.

The relevant statutory
provisions

Section 26(1) of the Income Tax

Act provides that –

The taxable income of any person

carrying on pastoral, agricultural or

other farming operations shall,

insofar as it is derived from such

operations, be determined in

accordance with the provisions of

this Act but subject to the provisions

of the First Schedule.

Para 14(1) of the First Schedule

provides that –

Any amount received by or accrued

to a farmer in respect of the disposal

of any plantation shall, whether such 

plantation is disposed of separately

or with the land on which it is

growing, be deemed not to be a

receipt or accrual of a capital nature

and shall form part of such farmer’s

gross income.

In this regard, para 16 of the

First Schedule defines a

plantation as –

any artificially established tree as

ordinarily understood (not being a

tree of the nature described in

paragraph 12(1)(g)) or any forest of

such trees and includes any natural

extension of such trees.
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The factual background

Companies in the Thesen group

(for brevity, ‘Thesen’) had

previously owned property in

Knysna on which they conducted 

forestry, timber-growing and

plywood manufacturing

businesses. The plantation in

issue had once been owned by

Thesen.

In May 2001, Steinhoff Southern 

Cape (Pty) Ltd (‘Steinhoff’)

purchased Thesen’s Knysna

assets as a going concern for R45 

million, but the transaction in

this form was vetoed by

Steinhoff’s board of directors

because they did not want their

company to own fixed property

in South Africa. Steinhoff

therefore looked for a third party 

to acquire the fixed property to

enable the transaction to go

ahead. 

In the event, Kluh was that third

party, and it bought the land and 

the plantation on it.

Within two years, in the light of

escalating timber prices and the

scarcity of plantation resources,

Steinhoff changed its policy and

decided that it wanted to acquire 

ownership of the plantation and

the land after all, which it duly

bought back from Kluh. 

The subject of the sale was

described as ‘the plantation

business’, defined in the

agreement as the machinery,

equipment, plantation contracts

and immovable property as a

going concern. The purchase

price of the plantation (defined

in the agreement as the standing

timber on the land, including the 

plantation business) was R144

million.

In the additional assessment

issued by SARS, the R144

million was treated as part of

Kluh’s gross income in terms of

para 14 of the First Schedule. In

other words, SARS did not

regard the proceeds of the

disposal of the plantation as a

capital transaction, contending

instead that section 26(1), read

with para 14 of the First

Schedule, deemed the proceeds

of the disposal of the plantation

to be gross income when it

accrued to Kluh.

In its grounds of appeal (see the

judgment at para [41]), Kluh

alleged that its intention had

been to acquire and hold the

land and the plantation as a

long-term investment; that, by

agreement, Steinhoff was

entitled to conduct the

plantation operations for its own

benefit; and consequently, that

the proceeds of the disposal of

the plantation by Kluh were

capital and not subject to tax

(since the capital gains tax

regime had not yet come into

force) and that these proceeds

did not fall within the scope of

para 14 of the First Schedule.

The arguments and
counter- arguments in the 
Tax Court and the High
Court

SARS‘s first line of argument

(see the judgment at para [43])

was that the mere disposal of an

operating plantation by Kluh

was sufficient to trigger the

provisions of para 14 of the First

Schedule, and that it was not

necessary for the requirements

of section 26(1) to be fulfilled

before para 14 could apply.

In the alternative, SARS argued

(see para [44]) that, although

Steinhoff may have functioned

as an independent contractor

and not as Kluh’s agent in

performing plantation

operations, those activities were

not only being conducted on

land owned by Kluh, but that

Kluh retained a direct interest in

the operations, inter alia because 

Steinhoff was required to

comply with agreed standards

and to restore the plantation to

Kluh on termination of the

arrangement with the same

volume of timber. SARS argued

that there was therefore –

‘a sufficiently close connection’

between the proceeds of the disposal

of the plantation and the conducting

of the plantation operations over the

intervening two year period to

trigger the operation of section 26(1) 

and para 14 of the First Schedule.

The onus of proof

The onus was on Kluh to prove

on a balance of probability that

the proceeds from the disposal of 

Cape High Court sets aside a judgment of the Tax Court in relation to

plantation farming
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the plantation in 2004 were not

subject to tax. The onus of proof

in this regard was laid down in

section 82 of the Income Tax Act,

subsequently substituted by

section 102 of the Tax

Administration Act 28 of 2011. 

As was noted above, SARS had

put forward two alternative bases

on which s 26(1), read with para

14 of the First Schedule, would

apply to the proceeds.

The judgment of the Tax
Court

The High Court judgment (see

para [46]) records that the Tax

Court found in favour of SARS on

the alternative basis put forward

by SARS (namely that Kluh had

retained a direct interest in the

plantation operations and that

this was sufficient to trigger the

application of section 26(1) and

para 14 of the First Schedule) and 

that the High Court therefore did

not need to consider the first basis 

for the assessment, namely that

the mere disposal of an operating

plantation was in itself sufficient

to trigger those statutory

provisions.

The Tax Court (see para [47])

had been unpersuaded by oral

testimony that Kluh was not

conducting a plantation

business and had set great

store by the references in

contractual documentation

and directors’ resolutions

recording the appointment of

Steinhoff to manage the

plantation for Kluh and that

what had been sold to

Steinhoff in 2003 was a

plantation business as a going

concern.

The approach of the Full 
High Court on appeal

On appeal, the Western Cape

High Court regarded the

critical question (see para [49] 

Cape High Court sets aside a judgment of the Tax Court in relation to

plantation farming
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Cape High Court sets aside a judgment of the Tax Court in relation to

plantation farming

of the judgment) as being

essentially a legal one that arose

from the undisputed facts,

namely the import of the oral

arrangement by which Steinhoff

was permitted to conduct the

plantation operations and the

further undisputed fact that Kluh

retained the ownership of the

land and had a commercial

interest in the plantation’s being

restored to it in due course in

good condition and with the same 

volume of growing timber.

Kluh, for its part, could not

dispute that it had retained

ownership of the land on which

the plantation stood (that is to

say, the bare dominium) and that

it had a commercial interest in the 

restoration of the plantation to it

in due course in good condition.

Rogers J held that two
distinct issues had been
conflated

Giving the unanimous judgment

of the High Court, Rogers J said

(at para [53]) that SARS’s

argument, which was based on

the closeness of the connection

between the proceeds of the

disposal and the conducting of

farming operations, erroneously

conflated two separate issues – as

did the judgment of the Tax

Court. 

Rogers J said that section 26(1)

does not apply merely by virtue of 

the fact that there has accrued to

the taxpayer income that has been 

‘derived from’ farming

operations; the section applies to

a person carrying on farming

operations to the extent that his

income is derived from such

operations. 

Rogers J said that two questions

must therefore be answered: (i)

Was the person whom SARS

wished to tax a person who was

carrying on farming operations

during the year of assessment in

question? (ii) If so, did the

particular item of income in

dispute derive from those farming 

operations?

Rogers J said (at para [55]) that

where the first of these two

questions was placed in issue, it

was not permissible to proceed

directly to the second question as

though it would provide an

answer to the first. Thus, he said –

The question is not whether the

accrual to the taxpayer of a particular

item of income is directly connected to 

the farming operations of any person

but whether it is directly connected to

(i.e. derived from) the farming

operations of the taxpayer himself.

Rogers J said (at para [56])

that some Tax Court decisions, 

such as ITC 166 (1930) 5

SATC 85 and ITC 1630 (1996) 

60 SATC 59, had erred in

conflating these two

questions. He said that the

anterior question is whether

the taxpayer to whom income

has accrued is a person who

was carrying on farming

operations.

The interpretation of
section 26(1) in the
High Court judgment

The analysis of Rogers J of the

language of section 26(1)

throws into doubt the

long-established and widely

held view that income derived

by the owner of a farm who

leases it in terms of a

partiarian lease (that is to say,

a lease in which the rent is

expressed as being a stipulated 

proportion of the produce of

the land, or a proportion of the 

proceeds derived from a

disposal of the produce)

invariably constitutes, in the

hands of the land-owner,

‘income derived from farming

operations’ for the purposes of 

the Income Tax Act. 

Rogers J took the view that

this conclusion overlooks the

The High Court judgment goes further than merely reaching a different conclusion on the
facts, for it clarifies the inter-relationship between section 26(1) of the Income Tax Act 58 of
1962 and para 14 of the First Schedule – key provisions in the taxation of the proceeds of the 
disposal of a plantation.
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fact that, for income to be farming 

income in the hands of the

land-owner as envisaged in

section 26(1), the land-owner

must be the person carrying on

farming operations. This, said

Rogers J (at para [59]), would

indeed be the case if a partiarian

lease constituted a partnership,

but would not be so if such an

arrangement was no more than a

lease. 

In the view of Rogers J, there can

thus be no fixed rule that the

consideration accruing to a

land-owner in the form of a share

of crops or a share of their

proceeds is always income from

farming operations and not

simply rent.

It followed, said Rogers J, that the 

real issue in the present case was

not the secondary one (whether

there was a sufficiently close

connection between the income

and the farming operations) but

the threshold enquiry, namely

whether Kluh had been carrying

on farming operations at all.

From this it followed that SARS

could succeed in its argument

that the proceeds of the disposal

were deemed to be gross income

in terms of para 14 of the First

Schedule if, and only if, Kluh had

been carrying on farming

operations. Rogers J said (at para

[62]) that –

I thus consider that there must be

conduct by the taxpayer apart from

disposing of a plantation previously

acquired by the taxpayer in order to

constitute the carrying on by him of

farming operations. (Emphasis added)

As to the alternative basis of the

assessment issued by SARS in

respect of the farming operations

on Kluh’s land carried on by

Steinhoff, Rogers J said (at para

[70]) that it was clear that

Steinhoff was not engaged in

these activities as an agent for

Kluh, but was doing so for its own 

account.

The mere fact, said Rogers J, that

Steinhoff was obliged to maintain 

the plantation and return it at the

end of the arrangement with the

same volume of timber, did not

suffice for Steinhoff’s farming

operations to be attributed to

Kluh. Nor (see para [74]) was the

oral arrangement between Kluh

and Steinhoff a lease, because no

rental was payable. Moreover,

there was no question of Kluh’s

having any share of the profits

from the farming operations

conducted by Steinhoff.

Indeed, Rogers J held (at para

[83]), Kluh had not even begun

conducting plantation operations

and had, from the outset, made

the plantation available to

Steinhoff so that the latter

could conduct plantation

operations for its own profit

and loss.

The conclusion of the
High Court

Rogers J concluded (at para

[83]) that section 26(1) was

not applicable in the present

case. It followed that the Tax

Court had erred in applying

this provision together with

para 14 of the First Schedule,

and the appeal against the

assessment should have been

decided in favour of Kluh.

In short, the finding of the

High Court was that Kluh had

not been carrying on farming

operations, and that the

threshold requirement

anterior to the application of

para 14 of the First Schedule

had not been satisfied.

From this it followed that the

proceeds of the disposal of the

plantation that accrued to

Kluh were capital in its hands,

and were not an accrual of

deemed income in terms of

para 14 of the First Schedule.

Cape High Court sets aside a judgment of the Tax Court in relation to

plantation farming

We had commented critically on the Tax Court judgment in our September 2013 edition of
Synopsis. The High Court decision has, in our view, clearly identified that the operations of
Steinhoff were not those of an agent for Kluh, but those of a principal.
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Miner or manufacturer? The plot thickens

A recent decision in the Johannesburg Tax Court

(Case No 13410 – judgment delivered on 4 August

2014) has served to add to the confusion that

surrounds the question of whether a person is

carrying on mining activities or manufacturing

activities.

The facts

In this matter, the taxpayer (a

company) carried on mining

operations on property which it

did not own. It extracted

mineral ore from the earth and

transported this to its

concentrator plant on the

property. At the concentrator

plant, the ore was smelted,

which separated the mineral

content from the rock, after

which the minerals were

recovered by means of a

flotation process.

The contract for the sale of

mineral concentrates provided

that payment for concentrate

delivered would only be

determined some four months

after delivery, due to various

factors related to market prices

and rates of exchange. The

contract provided further that

the moisture content of the

concentrate should not exceed a 

specified level, and if it

exceeded such level, the

taxpayer would be liable for the

costs of drying the concentrate.

In its returns of income for the

2007, 2008 and 2009 years of

assessment, the taxpayer

excluded the value of sales of

product made in the last four

months of the year of

assessment from the current

year’s income. In terms of

section 24M of the Income Tax

Act (the Act), where a person

disposes of an asset during a

year of assessment and the

amount of the consideration

cannot be fully quantified in

that year of assessment, so

much of the amount as cannot

be quantified is deemed not to

have accrued to that person in

that year of assessment.

The taxpayer’s filing position in

respect of its income was

accepted by the South African

Revenue Service (SARS).

However, SARS disallowed a

portion of the operating

expenditure incurred by the

taxpayer in the relevant year of

assessment, in terms of section

23F(2) of the Act.  This section

provides that a deduction for

expenditure incurred during a

year of assessment in the

acquisition of trading stock is to

be disregarded to the extent that 

it exceeds the proceeds for the

sale of such trading stock that

has accrued to the taxpayer.

The taxpayer objected to the

assessments disallowing the

expenditure, and, its objection

having been disallowed,

appealed the matter to the Tax

Court.

The arguments

The taxpayer raised two

principal arguments against the

disallowance of expenditure.

First, it argued that the

mineral-bearing ore mined by it

did not constitute trading stock.

Second, it contended that there

was no acquisition of the

mineral-bearing ore. For these

reasons, the provisions of

section 23F(2) of the Act do not

apply.

SARS, on the other hand,

contended that the mineral-

bearing ore was trading stock

and that it had been acquired by 

the taxpayer. It argued  that the

purpose of section 23F(2) was

to achieve a matching of taxable 

income and deduction, such

that, where the accrual of

income is deferred, the

deduction of expenditure

related to that deferred income

should also be deferred and

allowed as a deduction in the

year in which the income

accrues.

The judgment

The judgment of Victor J is

difficult to follow and to

reconcile to other decided

judgments. That said, the

The judgment of Victor J is
difficult to follow and to
reconcile to other decided
judgments. That said, the
judgment seeks to deal with 
the two principal issues.
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judgment seeks to deal with the

two principal issues.

The trading stock argument

The taxpayer’s argument was

based on the fact that section

15A of the Act was not in force

in the relevant years of

assessment. This section

provides that mineral-bearing

ore constitutes trading stock. It

therefore argued that the

mineral-bearing ore was not

trading stock. Further, it was

argued, the ore was not

acquired for purposes of

manufacture, sale or exchange,

and, as such, did not fall within

the scope of the definition of

‘trading stock’ in the Act. The

concentrate was trading stock,

and therefore the costs of

acquisition of the trading stock

must be limited to the costs

attendant upon acquiring the

concentrate from the ore.

This elegant argument severed

the continuum of the mining

activity into two separate

processes, namely the mining of 

the ore and the extraction of the 

concentrate. By dividing the

process into discrete elements,

the impression is created that

no trading stock arises in the

first element, because what is

severed from the earth is not yet 

trading stock, and only the

second element gives rise to

trading stock. Victor J appears

to have accepted this argument.

That Victor J was persuaded by

this argument is not altogether

surprising, given that there are

judgments of the Supreme

Court of Appeal which have

seriously blurred the law in

relation to trading stock, in

particular insofar as the

distinction (if any) between

mining and manufacturing is

concerned. Victor J concluded

Miner or manufacturer? The plot thickens

One is left with the inescapable
impression that this matter will 
proceed on appeal to the
Supreme Court of Appeal. The
amount of tax involved is
significant, and the principles
deserve clarification.
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that the ore could not be trading 

stock by reason that it was not

stockpiled at any time, relying

on the decision in CIR v Foskor

Ltd 72 SATC 174 (SCA), which

held that mineral ore stockpiles

were trading stock which must

be taken into account for

purposes of section 22 of the

Act, as authority for this

conclusion. Further, she found

that the decision in Richards Bay 

Iron and Titanium (Pty) Ltd &

Another v CIR 1996 (1) SA 311

(A) dealt with mineral

stockpiles in the context of

manufacturing rather than

mining. 

These two decisions in the

Supreme Court of Appeal have

been severely criticised for

ignoring the difference between 

mining and manufacturing, and

it is unfortunate that our courts

of lesser jurisdiction are

compelled to apply and

reconcile the decisions.

Victor J concluded that only the

concentrate met the

requirements for the application 

of section 23F(2) of the Act,

because it was trading stock,

whereas the mineral-bearing

ore was not trading stock. 

This line of reasoning, it is

submitted, is questionable. A

mining operation is undertaken

to win a mineral from the soil or 

a constituent thereof. The

mineral that is finally available

for sale is the only item of

trading stock that is acquired

and disposed of. The process by

which it is acquired is a

continuum that commences

when the ore is severed from

the earth and ends when the

mineral is recovered in saleable

form. All costs attendant upon

winning the ore and extracting

the mineral are arguably costs

in respect of the acquisition of

the trading stock. To simply

ignore part of the continuous

process by an artificial division

into separate stages leads to a

conclusion that is questionable.

The acquisition argument

Victor J was urged by the

taxpayer to find that the

taxpayer had actually acquired

the minerals at the point that

the mineral-bearing ore was

severed from the earth. All

other costs incurred in respect

of the various mining processes

leading to recovery of the

concentrate in saleable form, it

was urged, were incurred after

the acquisition, and therefore

did not fall within the scope of

section 23F(2) of the Act. This

argument was rejected.

However, Victor J took the view

that, since the mineral-bearing

ore was not trading stock, the

costs attendant on its

acquisition fell outside the

scope of section 23F(2). She

was therefore concerned only

with the expenditure incurred

in respect of the acquisition of

the concentrate. In this regard

she ruled further that any costs

incurred in reducing the

moisture content to meet the

requirements for sale were

incurred after the acquisition of

the concentrate and were not

incurred in respect of the

acquisition of the concentrate.

There is apparent conflict in the

reasoning behind the decision,

in the sense that it was stated at

paragraph [36]:

In my view there are similarities

between the Foskor and Appellant’s

case. Some form of transforming

low value raw materials occurred,

resulting in high value finished

goods. The only difference is that

the Appellant was involved in the

entire process, from mining, to

manufacturing and trading. The

purpose of the taxpayer in both

cases is similar, and hence their

treatment should actually be the

same as the raw material was

acquired. The difference will be in

the taxation formula applied in

manufacturing versus mining.

(Emphasis added)

However, the final statement of

the decision at paragraph [49]

reads:

The second phase process of

producing concentrate remains a

mining process and not a

manufacturing process. Accordingly 

the taxation formula to be applied

to the second phase shall be that of

mining.

This begs the question: If the

Court has stated that the

Appellant was involved in the

entire process, from mining to

manufacturing to trading, how

could the Court later conclude

that the second phase was not a

manufacturing process?

The quantum issue

The judgment dealt also with

the amount that was required to 

be disregarded. In this respect,

Miner or manufacturer? The plot thickens
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Miner or manufacturer? The plot thickens

there is also evidence of a lack

of clarity. 

Section 23F(2) of the Act states:

Where a taxpayer has during any

year of assessment disposed of any

trading stock in the ordinary course

of his or her trade for any

consideration the full amount of

which will not accrue to him or her

during that year of assessment and

any expenditure incurred in respect

of the acquisition of that trading

stock was allowed as a deduction

under the provisions of section

11(a) during that year or any

previous year of assessment, any

amount which would otherwise be

deducted must, to the extent that it

exceeds any amount received or

accrued from the disposal of that

trading stock be disregarded during

that year of assessment.

The elements are:

· Trading stock must have been

disposed of and the income

not yet accrued; and

· Expenditure must have been

incurred in respect of the

acquisition of that trading

stock, which is deductible in

terms of section 11(a) of the

Act.

If these elements are present,

the amounts incurred in respect

of the expenditure incurred

under section 11(a) which

would have been deductible but

for the application of section

23F(2) shall be disregarded.

This, it is submitted, is the

interpretation to be applied to

the word ‘otherwise’ in this

context.

The judgment deals with

arguments advanced but does

not appear to conclude on the

proper application of section

23F(2) of the Act.

On a proper interpretation, it is

submitted, the costs incurred in

the acquisition of the trading

stock need to be identified by

reference to the manner in

which a deduction is claimed in

respect of such costs. To the

extent that the costs rank for

deduction in terms of section

11(a) of the Act (whether in the

current or a prior year of

assessment), they should be

taken into account for purposes

of section 23F(2) of the Act.

However, any amounts allowed

as a deduction that fall outside

the provisions of section 11(a)

(e.g. mining capital expenditure 

and prospecting expenditure)

cannot be disregarded.

This argument appears not to

have been advanced or

considered in the course of the

judgment (we stress, however,

that we do not have access to

the case record and make this

supposition on the basis that it

was not addressed expressly in

the judgment). However, it

points to the exclusion of

infrastructural overheads, such

as depreciation, that may have

been absorbed as part of the

cost of trading stock.

Conclusions

One is left with the inescapable impression that this matter

will proceed on appeal to the Supreme Court of Appeal. The

amount of tax involved is significant, and the principles

deserve clarification.

In the event that the matter does proceed on appeal it is to be

hoped that the Supreme Court of Appeal will examine its

earlier decisions on trading stock in the context of the mining

industry critically. It is imperative that we understand what is 

mining and what is manufacturing, as the formula applicable

to the taxation of each of these activities is different. 

In addition, a clear explanation of the application of section

23F(2) of the Act would be most welcome.
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SARS Watch - 21 August to 20 September 2014

 Legislation

22 Aug Notice to increase the rate of Customs duty on
verifiable enamels and similar preparations from
free of duty to 5%, in terms of the Customs &
Excise Act, 1964

The notice was published in Government Gazette No 37916

22 Aug Notice to increase the rate of Customs duty on
wire of iron or non-alloy steel, plated or clad with
other base metals from free of duty to 10%, in
terms of the Customs & Excise Act, 1964

The notice was published in Government Gazette No 37916

25 Aug Notice on rules promulgated under section 255(1)
of Tax Administration Act,2011, in relation to
electronic communication.

The notice was published in Government Gazette No 37940

4 Sep Notice on reduction in customs rate of duty on
graphite electrodes of a kind used in furnaces, in
terms of the Customs & Excise Act, 1964.

The notice was published in Government Gazette No 37959

Binding rulings

1 Sep Binding Class Ruling 25: Income Tax implications
for employees in a Share Appreciation Scheme

This BCR was replaced to provide for textual changes and to
correct "exercise" to "vesting" in the section 8C formulae. The
original ruling issued to the Applicant and the Participant did
not contain the mentioned error

2 Sep Binding General Ruling 24: Section 18A(2) receipt
for purposes of a deduction as contemplated in
section 37C(3) and (5)

This BGR provides certainty on the application of the deeming 
provisions in section 37C(3) and (5) as far as it relates to a
deduction claimed under section 18A.

 Case law

27 Aug TC-VAT 1069 This case was declared not reportable. This case deals with
whether 200% additional tax in terms of section 60(1)(a) of
VAT Act was imposed incorrectly. The  issue was not finalized 
by the time the Tax Administration Act (TAA) came into force.
The TAA imposed a 150% penalty. Tax Court held the TAA
was not applicable.

27 Aug TC- IT13410 The main issue in dispute is whether s23 F(2) of the Income
Tax Act No 58 of 1962 ("the Act") takes away the benefit
which a tax payer may claim in terms of s 11(a) and s24M of
the Act.

1 Sep Huang & Others v C:SARS Application to the High Court for reconsideration of a search
and seizure warrant after an ex parte application in terms of
the Tax Administration Act, which was dismissed.

9 Sep Kluh Investments (Pty) Ltd v C:SARS The High Court ruled that the proceeds on disposal of a
property on which a plantation was established were not
farming income but a capital receipt.

9 Sep Capstone 556 (Pty) Ltd v C:SARS The High Court upheld an appeal that the proceeds on
disposal f certain listed shares were of a capital nature, and a
cross-appeal that costs related to the financing of the
transaction were of a capital nature and could be included in
part in base cost of the shares.

9 Sep TC-IT 12984 The Tax Court found that a fringe benefit scheme involving
the private use of motor vehicles supplied by the employer
should be disregarded and that PAYE was underpaid by the
employer.
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SARS Watch - 21 August to 20 September 2014

 Case law

9 Sep C:SARS v eTradex (Pty) Ltd The High Court refused to grant a preservation order over
assets of a shareholder and associated company as the risk of 
dissipation was low and the nature of the assets was fixed
property.

12 Sep Coltrade International CC v C:SARS The High Court upheld an appeal for concerning the tariff
classification applicable on importation of certain coconut
products. 

SARS publications

3 Sep Guide on the Urban Development Zone Tax
Incentive

The fourth issue was published.

10 Sep Tables A and B of the Average Exchange Rates Tables A and B were updated for Quarter 3 of 2014.

17 Sep Draft Tariff Phase-Downs for 2015 and other
amendments proposed for Schedules Nos. 1,2,3
and 4 

The draft Tariff Phase Downs were published for comment,
which must be submitted no later than 8 October 2014.

18 Sep Draft Interpretation Note (Section 12I) on
Additional Investment and Training Allowances for 
Industrial Policy Projects

The draft Interpretation Note was published for comment,
which must be submitted no later than 14 November 2014.

18 Sep Draft Guide on Taxation of Special Trusts The draft Guide was published for comment, which must be
submitted no later than 17 October 2014.


