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In brief 

On 19 July 2017, the draft Taxation Laws Amendment Bill, 2017 (“TLAB”) and the draft Taxation 

Administration Laws Amendment Bill, 2017 (“TALAB”) were released by National Treasury 

(“Treasury”) and the South African Revenue Service (“SARS”) for public comment. 

These draft Bills generally give effect to proposals announced in the Budget in February this year. 

In detail 

This Tax Alert highlights some of the main 

proposals in the draft Bills.

Draft TLAB 

The most significant income tax proposals 

include the following: 

 Repeal of the exemption available to South 
African residents in respect of foreign 
employment income 

South African residents are entitled to an 
exemption in respect of employment income 
earned while outside South Africa, provided 
that certain requirements relating to absence 
from South Africa are met. It is proposed that 
this exemption be repealed from 1 March 
2019.  

 Refinement of the rules introduced in the 
2016 legislative cycle to address avoidance 
associated with the use of trusts 

Section 7C of the Income Tax Act, 1962 (Act 
No. 58 of 1962) (“the Act”), was introduced in 
2016 with the aim of preventing avoidance 

arising from the tax-free transfer of wealth to 
trusts through the use of low interest or 
interest-free debt.  

It appears that certain schemes have been 
devised to circumvent the application of 
section 7C. Amendments to address this 
circumvention are proposed. 

In addition, it is proposed that (subject to 
certain requirements) employee share 
incentive scheme trusts be excluded from the 
application of section 7C.  

 Clarification of rules relating to share-based 
remuneration schemes 

Amendments to these rules in the 2015 and 
2016 legislative cycles have given rise to 
unintended anomalies and uncertainties. 
Amendments are proposed to address these 
anomalies and uncertainties. 

 Expansion of rules relating to debt waivers 
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The debt waiver rules in the Act currently do 
not apply to mining companies. Moreover, 
while relief from the application of the rules is 
granted in respect of debt waivers between 
group companies, this relief only applies for 
purposes of capital gains tax (and not for 
purposes of normal income tax). The draft Bill 
includes proposed amendments that will 
expand the rules so that they also apply to 
mining companies, and so that normal income 
tax relief is granted for debt waivers between 
group companies. 

In addition, rules to prevent avoidance arising 
from the artificial repayment of debt are 
proposed. 

 Addressing the circumvention of anti-
avoidance rules dealing with share buybacks, 
dividend stripping and contributed tax 
capital (CTC) 

The draft Bill contains a number of 
amendments that address tax avoidance 
mechanisms used in transactions involving 
share buybacks, dividend stripping and the 
abuse of the CTC provisions. 

 Addressing avoidance arising from abuse of 
the common law “in duplum” rule 

An amendment is proposed that is aimed at 
preventing taxpayers from making use of the 
in duplum rule to avoid the application of 
rules aimed at preventing tax avoidance 
through the use of low or interest-free loans. 

 Contingent liabilities to be regarded as debt 
for purposes of the corporate reorganisation 
rules 

For purposes of the corporate reorganisation 
rules (and the Act as a whole), liabilities that 
are contingent do not constitute debt. This is 
on the basis that contingent liabilities are only 
anticipated obligations that will only become 
debts on the occurrence (or non-occurrence) 
of a future event. This creates difficulties in 
the application of the corporate reorganisation 
rules. It is therefore proposed that contingent 
liabilities be regarded as debt for purposes of 
the corporate reorganisation rules.  

 Strengthening anti-avoidance rules relating 
to mining environmental rehabilitation funds 

It appears that certain mining companies are 
withdrawing amounts from mining 
rehabilitation funds, and are using these 
amounts to fund activities unrelated to the 
rehabilitation or closure of the mine. 
Amendments aimed at facilitating improved 
enforcement of the relevant penalty provisions 
are proposed. 

 Extension of window period for application 
for approval of industrial policy projects 

Section 12I of the Act provides for additional 
investment and training allowances in respect 
of industrial policy projects. Applications for 
approval of projects must be made before the 
end of a window period, which ends on 31 
December 2017. It is proposed that this 
window period be extended to 31 March 2020.  

 Extending the application of controlled 
foreign company (CFC) rules to interposed 
foreign trusts and foundations 

National Treasury has previously expressed 
concerns relating to the use of foreign trusts 
and foundations being used to hold interests 
of South African residents in foreign 
companies, thereby avoiding the application 
of the CFC rules. Amendments are proposed 
to address these concerns. 

Draft TALAB 

 Assisting micro businesses transitioning 

into small business corporation system 

Section 48(4) exempts a micro business 

which has been deregistered due to it 

exceeding the threshold from under 

payment penalties as a result of it now being 

taxed under section 12E small business 

corporations. 

 Application of the cap on deductible 

retirement fund contributions 

From 1 March 2018 the capped amount can 

be spread over 12 months for employees’ tax. 

 Taxation of interest payable in respect of 

normal tax by SARS 

The Act has been amended by inserting 

section 7D, Timing of accrual of interest 

payable by SARS which states that interest 
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payable by SARS is deemed to accrue to the 

taxpayer on date of payment. 

 Transitional arrangements regarding 

processes before commencement of new 

Customs Act. 

The Customs Control Act No. 31 of 2014 as 

inserted section 942A enables the 

Commissioner to exercise certain powers 

before the effective date of the new Customs 

Act. These powers exercised are effective 

from date of the new Act or from the date 

prescribed by the Commissioner
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