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Amendment of section 13quat of Act 58 of 1962, as inserted by section 33 of Act 45
of 2003 and amended by section 12 of Act 16 of 2004 and section 19 of Act 32 of 2004

23 Section 13quat of the Income Tax Act, 1962, is hereby amended—

(a) by the substitution in subsection (1) for the words in the definition of “cost”
preceding paragraph (a) of the following words:
“ ‘cost’ means the costs (other than borrowing or finance costs) actually
incurred in erecting or extending, adding to or improving a building or
part thereof and includes any costs incurred—";

(b) by the substitution in subsection (1) for paragraph (c) of the definition of “costs”
of the following paragraph:
“(c) in respect of structures or works directly adjoining the building or
part so erected, extended, added to or improved, for purposes of
providing—
(i) water, power or parking with respect to that building or part;
(i) drainage or security for that building or part;
(iii) means of waste disposal for that building or part;
(iv) access to that building or part, including the frontage
thereof;”;

(c) by the insertion in subsection (1) after the definition of “cost” of the following
definitions:
“‘developer’ means a person who—

(a) erects, extends, adds to or improves a building or part of a building
with the sole purpose of disposing of that building or part thereof
immediately after completion of that erection, extension, addition

or improvement; and

(b) does not use the building or part which is to be disposed of as
contemplated in paragraph (a) for purposes of his or her trade in any
other manner;”;

‘purchase price’ in relation to any building or part of a building
purchased by the taxpayer means the lesser of—

(a) the actual cost to the taxpayer to purchase that building or part; or
(b) the cost which a person would have incurred had that person
purchased that building or part under a cash transaction concluded
at arm’s length on the date on which that taxpayer purchased that

building or part;

(d) by the substitution for subsection (2) of the following subsection:

“(2) There [shall] must be allowed to be deducted from the income of
the taxpayer an allowance determined in terms of subsection (3), in
respect of the cost of the erection, extension, addition or improvement of
any commercial or residential building [within an urban development
zone] or part of a building which is owned by the taxpayer and is to be
used solely for purposes of that taxpayer’s trade, if—
(a) [which] that building is situated within an urban development zone;
(b) the erection, extension, addition or improvement was commenced
by the taxpayer or the developer, as the case may be, on or after the
date of publication of the notice contemplated in subsection (8) in
respect of that urban development zone, in terms of a contract
formally and finally signed by all parties thereto on or after that
date; [and]

he erection, extension ition r improvemen he tax r
or developer covers either the entire building or a floor area of at
least 1000 m2 of that building;
(d) in the case where the taxpayer purchased that building or part from
a developer—




(i) the agreement to purchase was concluded on or after 8
November
2005;
(i) that developer has not claimed any allowance under this
section in respect of that building or part; and
(iii) if the developer improved the building or part as contemplated
in subsection (3)(b), that developer has incurred expenditure in
respect of those improvements which is equal to at least 20 per
cent of the purchase price paid by the taxpayer in respect of
that building or part; and
[(b)](e) [in respect of which] a certificate of occupancy has been granted in
respect of the building or part so erected, extended, added to or

improved.”;

(e) by the insertion after subsection (3) of the following subsection:
“(3A) For purposes of subsections (2) and (3). where the taxpayer
purchased a building or part of a building from a developer—
(a) 55 per cent of the purchase price of that building or part, in the case
of a new building erected, extended or added to by that developer as
contemplated in subsection (3)(a); and
(b) 30 per cent of the purchase price of that building or part, in the case
of a building improved by that developer as contemplated in
subsection (3)(b),
is deemed to be costs incurred by that taxpayer in respect of the erection,
extension, addition to or improvement of that building or part.”;

(f) by the substitution in subsection (4) for paragraphs (a), (b) and (c) of the following
paragraphs:

“(a) a certificate [from] issued by the municipality to the taxpayer
confirming that the building is located within an urban development
zone within that municipality;
(b) the total amount of the costs to the taxpayer (other than a taxpayer
contemplated in paragraph (d)) of the erection, extension, addition
or improvement and the extent that those costs relate to any portion
of the building in respect of which a certificate of occupancy has
been granted; [and]
(c) particulars as to whether the costs referred to paragraph (b) were
incurred in respect of the erection or extension of or addition to a
building as contemplated in subsection (3)(a) or the [extension,
addition or] improvement of a building as contemplated in
subsection (3)(b); and”;

(g) by the addition to subsection (4) of the following paragraph:
building from a developer—

(i) the purchase price of that building or part;
(i) the amount of the purchase price deemed to be a cost incurred
by the taxpayer in terms of subsection (3A); and
(iii) a certificate from the developer in the form prescribed by the
Commissioner confirming that the requirements in subsection
(2)(b), (c) and (d) have been met.”;

(h) by the substitution in subsection (5) for the words preceding paragraph (a) and
paragraph (a) of the following words and paragraph:
“(5) No deduction shall be allowed under this section in respect of
any building or part of a building—";
(a) where that taxpayer ceased to use that building, or part solely for
purposes of that taxpayer’s trade during any previous year of
assessment: [or]”;




(i) by the addition in subsection (5) of the word “or” at the end of paragraph (b);

(j) by the addition to subsection (5) of the following paragraph:
“(c) which is brought into use by the taxpayer after 31 March 2009.”;

(k) by the addition in subsection (6) of the word “and” at the end of paragraph (d)
and the deletion of the word “and” at the end of paragraph (e);

() by the substitution in subsection (9) for paragraph (c) of the following paragraph:
“(c) the estimated costs incurred by the taxpayer in respect of each
building or in the case of a taxpayer who purchased the building or
part from a developer, the estimated amount of the allowance to be
claimed in respect of that building or part under this section;”;

(m) by the insertion after subsection (10) of the following subsections:
“(10A) Every developer who erects. extends. adds to or improves any

building within an urban development zone must, if the estimated cost of
that erection, extension, addition or improvement is likely to exceed
R5 million—
(a) inform the Commissioner within 30 days after commencement of
the erection, extension, addition or improvement of the estimated
costs thereof in respect of the building or the parts which the
developer intends to sell and the estimated selling price of that
building or those parts; and
(b) inform the Commissioner within 30 days after sale of the building
or all anticipated sales of any parts of the building have been
concluded of the actual costs incurred in respect of that building or
parts and the actual selling price of that building or parts thereof.
(10B) If the Commissioner has reason to believe that the information
provided in the certificate by a developer as contemplated in subsection
(4)(d)(iii) is not correct, the Commissioner must disallow any deduction
claimed under this section, unless sufficient information is provided to
the Commissioner to prove that the information contained in that
certificate is correct.”.
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INTRODUCTION

The Sevenue Laws Amendment BE, 2005, infroguces amendments to the Trans®er

n? AL, 1'3—! 1'1E' Eglale Dy ACl, 1255, the Income Tax A, 1962, the Cusloms

1591, the Stamp Oulles Act. 1866, the Value-Added Tax A, 1554,

ihe Tax on ‘ﬂEtII‘ETPEI"I Fuwls ACl, 1236, the Road Acoxient Fund Act 1326, the

Uncerficated Securfiies Tax AL 1908, M2 Revenue Lawes Amenoment A, 2002,
ang e Sesa Revenue LIwe Amendment Act, 2002

CLALISE 23
Incoma Tax: Amendmeant of secon TAguar o ma income Tax Act, 1962

SecEon 129ual was Insered In the Income Tad A, 1952, In 2003 35 3 tax Incenzve
W EEOUROR INvSsTErl n Kenbfad LMmEn OSvSOpMERT ZONEs 10 aoorEes Ihe
pFe of Lroan decay In Tese Zones 3ne malnlain sxsing infrasinucnre hat wes
devEanen & gred cost

Samon ‘.El;l'.ﬁr Ff'EﬂWj‘Bﬁ for an aooekersied DEpreciaton sliowan= for the
consTuchon of new tl.“EH'IgE and refutisnment of Elj'EI'.I; Iouizn in loendfed
IFmer cilles 'whinin Ezlecied umicipalies. The atowancs IE avaisbe o Repayers
who gwn ihe culkdng, has consucied or refurblshen & and uses k5o ﬁ:nre
purposes of trads, Inchuding the lstting of the property.  Therefore, I 3

Dufts In 3n Wwhan sevelopment zone afth T2 INtenson Lo anssll the uuu:ng ne
alowanes Lo s seclion Wil b2 avalabie, =ircs the devaloper wil ot uss the
pufding. The purchassr of the proparty wil aso nof be sigibis for e Flowance as
M2 puUrcnaser Nas not underaien e Constncion of Improvemernis.

it 15 proposad that the tax icentive be extendsd to sl purchassns that buy from
bone foe devElapers EMM%WH?E |F‘E’iE-\'|'-H'!|' wil alkrw IEHEI:FE‘.'E-D:-
incur the aciual costs of con rg of Tefrbishing & Dulding In an uroan
devsiapment zane and on-sell the ulidng logemer with iz right to clam ihe
IFerzve,  Tre first purchazer, 3Mough Aot Faving Incumes the ol ooslE o

comsTLctian of refurbishment, will quaity for he taw Incenifvee and b= 30l to dalm an
diiowaance on @ perceniage of the purchase price whith |5 oesmer 10 be atrioulabie
o the developer's canstnuclion or refurbisnment cosis

The cument prowisions of seciion 13guar 350 reguire that ine whole bulging must be
us2d by e tapayer for pur of Tade A cevsiooer ohien sel uldings
CONSTUCIED DV TIEM O A Basional J8e besls, 7 IS proposed Tal the scope of |
section be siended 0 alsd oover paris of bulkings mat sre coneincted or
rEnFTished.

In orer 0 enwFe ihat refirbishmesss of pan B-L'Ii:l’l'?ﬂr3
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Thie minimum flogr 5pace reguirement dose ot applj- whzre an entire culidng &
COMETUCkED o refuriEned.



