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QUESTION 1            45 marks 
 
Marble Arch Antiques (Pty) Ltd (‘MAAPY’) deals in antiques and also holds some shares in 
South African listed companies for investment purposes. It is a resident of the Republic of 
South Africa (RSA). Its financial year ends on the last day of February.  
 
Throughout its 2013 financial year its equity shares were held as follows: 
 
Dayle Chippen 60% 
Cabriole (Pty) Ltd 20% 
Camelback Trust 15% 
Sofia Bridgewater  5% 

 
Dayle Chippen, Cabriole (Pty) Ltd (‘Cabriole’) and the Camelback Trust are all residents of 
the RSA. Neither Dayle Chippen nor members of her family are connected persons (as 
defined in section 1 of the Income Tax Act (‘the Act’)) in relation to Cabriole. 
 
Sofia Bridgewater is a resident of the People's Republic of China. She is Dayle Chippen’s 
only daughter. The relevant part of article 10 of the agreement for the avoidance of double 
taxation between the RSA and the People's Republic of China reads as follows:  
 

1 Dividends paid by a company which is a resident of a Contracting State to 

a resident of the other Contracting State may be taxed in that other State. 

2 However, such dividends may also be taxed in the Contracting State of 

which the company paying the dividends is a resident and according to the 

laws of that State, but if the beneficial owner of the dividends is a resident 

of the other Contracting State, the tax so charged shall not exceed 5 per 

cent of the gross amount of the dividends. The competent authorities of the 

Contracting States shall by mutual agreement settle the mode of application 

of this limitation.
1
 

 
It should be noted that MAAPY has obtained the required declarations and undertakings for 
dividends tax purposes from the relevant holders of its equity shares. 
 
On 31 March 2012 MAAPY’s secondary tax on companies (STC) credit amounted to 
R400 000.  
 
On 30 June 2012 a dividend of R125 000 accrued to MAAPY from a South African resident 
company, Xolani Ltd (‘Xolani’). At the date of payment Xolani notified MAAPY that the 
dividend of R125 000 reduced the STC credit of Xolani by R50 000. No other dividends 
accrued to MAAPY during the 2013 financial year. 
 
On 31 December 2012 MAAPY declared and paid a dividend of R600 000. At the date of 
payment MAAPY notified the holders of its equity shares of the amount by which this 
dividend reduced MAAPY’s STC credit (if at all). This dividend was the sole dividend 
declared by it during the 2013 financial year. 
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The Camelback Trust 
 
The Camelback Trust was created in terms of the will of Dayle Chippen’s late father, Mr 
Morris Camelback. 
 
The beneficiaries of the Camelback Trust are Dayle Chippen and her sister, Ann Davenport 
(a 40-year-old resident of the RSA). The beneficiaries have only contingent rights to the 
receipts and accruals of the Camelback Trust.  
 
In addition to the dividend that accrued to the Camelback Trust from MAAPY on 
31 December 2012, additional local dividends of R254 000 accrued to it during its year of 
assessment ended 28 February 2013 from its investments in listed shares. The listed 
companies had STC credits in excess of the dividends declared.  
 
On 1 September 2012 a foreign dividend, the equivalent of R26 000, also accrued to the 
Camelback Trust. This foreign dividend is not exempt under the provisions of section 10B(2) 
of the Act and the provisions of subsections 10B(4) and 10B(5) of the Act do not apply. A 
withholding tax of 5% has, however, been deducted from the R26 000 prior to payment to 
the Trust. 
 
The only other accrual to the Camelback Trust in its 2013 year of assessment was local 
interest of R33 000. 
 
Acting within their mandate, the trustees of the Camelback Trust made the following 
disposals (as contemplated in par. 11 of the Eighth Schedule) and distributions during its 
2013 year of assessment: 
 

 On 1 October 2012 the equity shares in Hitchcock & Hepplewhite Ltd (‘H & H’) were 
vested in Ann Davenport. The Camelback Trust had purchased these equity shares in 
H & H for R240 000 on 1 April 2011 and held them as an investment to earn dividends. 
The total market value of the shares was R225 000 on 29 February 2012. On 
1 October 2012 the shares had a total market value of R350 000. 

 On 10 October 2012 the Camelback Trust disposed of other dividend-yielding 
investments (shares). The disposal of these investments resulted in a capital gain of 
R140 000 and a capital loss of R35 000. None of the disposals were to persons who 
are connected persons in relation to the Trust. The trustees vested a cash amount of 
R100 000 from the capital gain in Ann Davenport on the same day. The rest of the 
proceeds from the disposals were retained in the Trust. 

 The trustees vested a cash amount of R200 000 in Ann Davenport on 31 October 2012.  

 On the same day the trustees vested a cash amount in Dayle Chippen from the local 
dividends (other companies).  

 
The next trustees’ meeting had been scheduled for March 2013, but during a conversation 
with Ann Davenport in February 2013 the trustees learnt that she was in financial need and 
the trustees were then willing to meet before that date to consider a further distribution.  
 
Additional facts 
 
Ann Davenport disposed of many of her personal use assets (as defined in par. 53(1) of the 
Eighth Schedule of the Act) during her 2013 year of assessment. These disposals resulted in 
capital gains of R11 000, and capital losses of R36 000. 
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She disposed of her primary residence for R1 950 000 on 30 September 2012. The base 
cost of this home for capital gains purposes was R4 million. She did not use the residence 
for trade purposes at all.  
 
Apart from the receipts and accruals and capital gains and losses detailed above, MAAPY, 
the Camelback Trust, Dayle Chippen and Ann Davenport did not have any other taxable 
income during their 2013 years of assessment. 
 
 
 
 
 


