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Proposed Abstract

The Davis Tax Committee released their First Interim Report on Estate Duty on 13 July
2015 which contained certain recommendations concerning the way trusts should be taxed
which were to act as a deterrent against aggressive estate planning. This report also
contained suggested changes to current estate duty legislation. Changes to these
recommendations, yet to be published in a second report, were discussed in a webinar by
Judge Dennis Davis in December 2015 and the 2016 Budget Review contained additional
suggestions with regard to the taxation of trusts.

This study constructs case studies to compare the effect of the various recommendations
on total taxation and capital preservation in a scenario where assets are held in a South
African trust over a period of time, with a scenario where such assets are kept in a South
African tax resident’s personal estate. The case studies focus only on high-net-worth trusts
and personal estates. The possible double taxation which may occur as a result of levying

both estate duty and capital gains tax on death is also briefly considered.

The case study results show the punitive effects of the proposed repeal of the s 4(q) estate
duty deduction for inter-spousal bequests on the personal estate scenarios and show how
several of the new proposals could result in effective capital tax rates in excess of the
deemed maximum capital tax benchmark of 15%. This may result in more aggressive
estate planning strategies being employed should such proposals be enacted. The report
also concludes that the double taxation effect of both estate duty and capital gains tax
levied on death is likely to be small on average, although individual high-net-worth estates

may be subject to such double taxation in certain cases.

Key words: Davis Tax Committee’s First Interim Report on Estate Duty, taxation of
South African trusts, South African trusts, South African estate duty, estate planning,
double taxation on death, estimate for total capital gains tax collected on death, high-net-
worth individuals, inequality in South Africa, wealth tax in South Africa, total taxation in
South African trusts, income-splitting in South African trusts, capital preservation in
South African trusts, South African trust case study, South African estate duty case study,

South African estate planning case study
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Background

The Davis Tax Committee (‘DTC’) released their First Interim Report on Estate Duty
(‘First Report”) on 13 July 2015 which contained potentially far-reaching
recommendations concerning the way trusts should be taxed which were to act as a
deterrent against aggressive estate planning'. The Report suggested, among other
recommendations, that both the attribution principles contained in s 7 of the Income Tax
Act No 58 of 1962 (‘Income Tax Act’) and the conduit principle, a common law principle
codified for taxation purposes in s 25B of the Act, should be repealed insofar as they apply

to South African resident trust arrangements.

These recommendations were met with wide-spread criticism and concern from various
professional bodies?. On 10 December 2015, Judge Dennis Davis, who heads up the DTC,
announced in a webinar presented by the South African Institute of Tax Practitioners
(‘SAIT’)? that most of the controversial recommendations made in the First Report with
regard to the taxation of trusts will be removed and replaced with additional
recommendations regarding changes to the Estate Duty Act No 45 of 1955 (‘Estate Duty
Act’) to act as an alternative means of curbing aggressive estate planning. These new
recommendations will be contained in a Second Report on Estate Duty (‘Second Report’)
which was expected to be released by the end of January 2016 but which, by the hand-in
date of this research report (31 March 2016), has not yet been released.

Certain of the recommendations alluded to by Judge Davis were however briefly
mentioned in the South African National Treasury’s Budget Review of 2016 under a short
paragraph with the heading ‘Tax treatment of trusts’ # which became available on 24
February 2016 during Minister of Finance, Pravin Gordhan’s 2016 Budget Speech. Due to
the vague wording of the abovementioned short paragraph it remains, however, unclear
exactly how the proposed legislative changes with regard to interest-free loans made to
trusts will be achieved and which ‘further measures’ with regard to discretionary trusts

will also be considered (as stated in the final sentence of said paragraph).

This research report initially set out to analyse the effects of the recommendations made in
the DTC’s First Report on certain trust and inheritance structures used by South African

residents and how that would compare to a situation where assets are kept in a personal

! Davis Tax Committee 2015:8

2 See chapter 4.8 for a discussion of the comments submitted to the DTC from select professional
bodies.

% Davis 2015

4 Department of National Treasury 2016a:49
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estate, given the recommendations made in the report regarding the limitation or repeal of
the s 4(q) estate duty deduction (inter-spousal bequests)® and the increased s 4A estate
duty abatement amount®. Such a comparison could show whether the DTC’s First Report’s
recommendations, taken as a whole, would have been able to act as a deterrent against

estate planning.

Having been given a glimpse of what the new recommendations contained in the DTC’s
soon-to-be-released Second Report on Estate Duty may be, the problem statement of this
research report was modified to include a comparison between the recommendations of
the First Report and the expected recommendations to be contained in the Second Report

in order for the research to remain topical and relevant.

Since the Second Report has not been released by the finalisation date of this research
report, certain assumptions as to the detail of the new recommendations to be contained in
the Second Report had to be made in order to make such a comparison. The contents of

the 2016 Budget Review with regard to the tax treatment of trusts will also be considered.

The Davis Tax Committee’s First Interim Report on Estate Duty

The DTC’s First Report consisted of a review of all aspects of wealth taxes in South
Africa which included estate duty, capital gains tax (‘CGT’) on death, donations tax and
the way that trusts are taxed. In the introductory chapter of the First Report the DTC also
explained why it is important to understand how taxes on wealth could contribute to
reducing the growing wealth inequality in South Africa and why it is important to look at

additional ways of taxing wealth in order to assist in achieving this’.

Apart from smaller adjustments suggested to the current estate duty and donations tax
legislation, potentially the most far-reaching recommendations made by the Committee in

this report were with regard to the way trusts should be taxed.

As mentioned above, the First Report suggested that both the attribution principles
contained in s 7 of the Income Tax Act and the conduit principle, a common law principle
codified for taxation purposes in s 25B of the Act, should be repealed insofar as they apply

to South African resident trust arrangements. These suggestions were not to be applied to

5 Davis Tax Committee 2015:51
6 Davis Tax Committee 2015:64
7 Davis Tax Committee 2015:12-24



non-resident trust arrangements and special trusts as defined in s 1 of the Income Tax Act

(it was suggested, however, that the definition of special trusts be revisited) &,

The effect of these recommended changes on the taxation of South African resident trusts

would, broadly speaking, have been as follows:

o Repeal of s 7 —attribution principle: Income earned as a consequence of a donation,
settlement or other disposition made by an individual (the donor) to a discretionary
trust® which, under the current attribution rules of s 7%° as applied to such trusts and
if that donor was still alive, would have resulted in such income being taxable in
the hands of the donor at the personal marginal tax rate of up to, but typically less
than, 41% would now have been taxed in the trust at the flat 41% tax rate applicable
to trusts™.

e Repeal of s 25B — conduit principle: Even if no donation, settlement or other
disposition was made by any individual to a discretionary trust (in other words, even
if the attribution rules contained in s 7 do not apply), all amounts received in the
trust and distributed by the trustees to beneficiaries!? in the same tax year as it was
received in the trust which, under the current conduit principle contained in s 25B,
would result in such amounts being taxable in the hands of the beneficiaries at the
personal marginal tax rate of up to, but typically less than, 41% would now be taxed
in the trust at the flat 41% tax rate applicable to trusts regardless of whether
distributed to beneficiaries or not*3,

With regard to foreign trusts, the First Report suggested that all distributions from such

trusts be taxed as income in the hands of the resident beneficiaries, regardless of whether

8 Davis Tax Committee 2015:7

% In a discretionary trust, the beneficiaries do not have a vested right in either the trust income or
trust capital. A beneficiary will only obtain a vested right to trust income or trust capital upon the
trustees exercising their discretion to vest such income or capital in that beneficiary (De Koker &
Williams 2015:para 12.19).

10 The relevant sub-sections with regard to the attribution rules that currently apply to South
African resident trusts are s 7(3) to (6) and in particular s 7(5) which will typically apply to
discretionary trusts (De Koker & Williams 2015:para 12.27).

11 Even though not specifically included in the DTC’s list of recommendations it is assumed that
the Committee’s intention is that the attribution rules with regard to capital gains contained in para
68 to 73 of the Eighth Schedule to the Income Tax Act insofar as it applies to South African
resident trusts should also be repealed (in particular para 70 as it applies to discretionary trusts).
This assumption is based on the brief mention made of these paragraphs on page 38 of the Report.
12 That is, the beneficiaries acquired a vested right in such amounts in consequence of the exercise
by the trustees of a discretion vested in them in terms of the trust deed. The tax consequences
applicable to such beneficiaries of South African resident trusts are currently determined by s
25B(2) of the Income Tax Act.

13 Even though not specifically included in the DTC’s list of recommendations it is assumed that
the Committee’s intention is that the conduit principle with regard to capital gains contained in para
80 of the Eighth Schedule to the Income Tax Act insofar as it applies to South African resident
trusts should also be repealed.



the nature of the income so distributed relates to dividends or capital gains received in the

foreign trust!4. The DTC was also of the view in the First Report that there was no need to
consider a further offshore amnesty programme for South African taxpayers who still have
assets abroad that remain in contravention of both the Income Tax Act and the Exchange

Control Regulations of the Reserve Bank™.

The reason for the recommendations with regard to the income tax regime of trusts was
purportedly to create a ‘substantial deterrent against estate planning’ using trusts*® and to
‘discourage offshore trust formation’*” which the Committee felt would have resulted in
trust structures being abandoned in favour of holding assets in individuals’ personal
estates which would in turn be dutiable in the event of their death. It should be noted that
South Africa is one of the few countries in the world that imposes both estate duty and
CGT on the assets of a person on death®® and a combined estate duty and CGT effect will
therefore occur at the time of a person’s death. The Committee was therefore seeking a

combination of increased estate duty and CGT collections with their recommendations®®.

Alternatively, if taxpayers wanted to continue to pursue the postponement of estate duty
through the use of trusts, they would have remained at liberty to do so but as the eventual
sale of trust assets would be subject to the higher tax rate in the trust, the Committee
seemed satisfied that the estate duty loss would have been compensated for should their

recommendations be implemented?®.

The quantifiable outcome sought with the recommendations made by the DTC seemed to
be an increase in estate duty collections (which presumably includes an increase in CGT
collections on death) from the then estimated 0.13% of total tax collections (actual
percentage achieved was 0.15%)2! to a level that is more in line with what is achieved in
other countries that levy wealth, estate, inheritance or gift taxes?. The First Report
referred to a suggested targeted tax contribution by wealth taxes of around 1% to 1.5% of

14 Davis Tax Committee 2015:45

15 Davis Tax Committee 2015:44-45

16 Davis Tax Committee 2015:8

17 Davis Tax Committee 2015:45

18 Roeleveld 2012:143, Maisto 2010:35

19 Davis Tax Committee 2015:8

20 Davis Tax Committee 2015:8

21 Based on National Treasury estimates for the 2014/15 Budget, estate duty collections were
expected to amount to R1,237 billion (Davis Tax Committee 2015:30) compared to the revised
2014/15 Budget total estimated revenue collections of R979 billion (Department of National
Treasury 2015:xviii). Therefore 1.237 / 979 = 0.13%.

The actual estate duty collections for the 2014/15 tax year amounted to R1,489 billion (Department
of National Treasury & SARS 2015:22) compared to total revenue collections of R986.3 billion
(Department of National Treasury & SARS 2015:viii). Therefore 1.489 / 986.3 = 0.15%.

22 Davis Tax Committee 2015:30



tax revenues which was suggested by the Katz Committee in their Third Interim Report?3.
This range of contribution percentages seems higher than what most countries cited in the
Report achieved in 2013 (the Report refers to OECD Revenue Statistics of 2013 in this
regard). The percentages contained in the list cited in the Report range from 0.4%
achieved in the United States and in Germany to a combined 1.5% in France (which

includes 0.5% relating to net wealth tax collections and 1% to inheritance and gift taxes).

If the Committee will still be proposing a 1% to 1.5% target for wealth taxes collected as a
percentage of total tax revenues, then a 7- to 10-fold increase in estate duty (up from the
latest actual 0.15%) would potentially have been sought as a result of the implementation
of the original suggested changes to estate duty legislation (notably the withdrawal or

limitation of the inter-spousal exemptions?® and roll-overs) and to the taxation of trusts.

It can be assumed that the recommendations contained in the Second Report will aim to
achieve a similar increase in estate duty collections but through different mechanisms and

legislative changes (as will be discussed in the following sub-chapter).

The First Report stated prior to its recommendations with regard to tax legislation changes
relating to trusts that ‘Given the various forms of trust arrangements, it is impossible to
prescribe universal anti-avoidance provisions to stem the loss.’2. The Report then
continued to list ‘simple yet fundamental amendments to the current legislation’?” which,
by the Committee’s own admission, would have had ‘diverse and far-reaching

implications*2,

From the above excerpt, however, the DTC did not seem to have gone through an analysis
of the effect of their recommendations on specific or typical trust and inheritance
structures to demonstrate how the recommendations will result in the increase sought in

estate duty and CGT collections on death.

Applying the recommendations made by the First Report to a simple trust and inheritance
structure and comparing the overall tax effect on such structure (of CGT, estate duty and
income tax) during the existence of the structure to a situation where the assets concerned
were held in a founder’s personal estate instead may provide valuable insight into whether
the perceived losses in estate duty collections could indeed have been stemmed by the

implementation of the Report’s recommendations. Such a study may also provide an

23 Katz Commission 1994: para 7.2.2, Davis Tax Committee 2015:30
24 Davis Tax Committee 2015:30

25 Section 4(q) of the Estate Duty Act No 45 of 1955

26 Davis Tax Committee 2015:39

2T Davis Tax Committee 2015:39

28 Davis Tax Committee 2015:7,40
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opportunity to investigate whether any unintended consequences, that may be punitive in

nature, could have arisen for certain structures.

The Davis Tax Committee’s expected Second Report on Estate Duty

In a webinar presented by the SAIT on 10 December 2015, Judge Dennis Davis, who
heads up the DTC conceded that some of the recommendations made in the First Report
were perhaps not as carefully considered as they should have been?®. He mentioned that
the recommendations in the First Report regarding the taxation of South African trusts in
particular will be abandoned and that the conduit principle (s 25B of the Income Tax Act)
and the attribution principle (s 7) will therefore remain unchanged. He further mentioned
that the recommendation with regard to foreign trusts was also incorrect and that
distributions will continue to be taxed according to the nature of the income received in
the foreign trust if distributed to residents (as currently governed by s 25B(2A) and para
80 of the Eighth Schedule to the Income Tax Act).

These and other recommendations will be contained in a Second Report on Estate Duty
which was expected to be released by the end of January 2016 but which remained
outstanding as at the hand-in date of this research report (31 March 2016). The remaining
and new recommendations that were alluded to related to certain changes to the Estate

Duty Act and will include the following:

o A repeal of the s 4(q) deduction, which means that there will be no deduction from
the net estate value of any bequests to the surviving spouse which currently has
the effect of reducing the net estate value of the first-dying spouse to Rnil in many
instances and a roll-over of the unused portion of the first-dying spouse’s
abatement to the second spouse’s estate. This recommendation was also contained
in the First Report®. It seems also as if the unused portion of this abatement will
now no longer be portable to the last-dying spouse’s estate.

e Together with the above recommendation, the primary abatement contained in s
4A of the Estate Duty Act will be increased from R3,5 million to R15 million per
estate which should prevent undue hardship to be imposed on the surviving
spouse. This is a significant increase from the recommendation of a R6 million

abatement per taxpayer contained in the First Report®.

2 Davis 2015
30 Davis Tax Committee 2015:51
%1 Davis Tax Committee 2015:64



e The rate of estate duty which currently stands at a flat 20% will be replaced with a
staggered rate where the estate duty rate will remain at 20% for dutiable estate
values up to a certain amount (which amount remains to be defined) after which
the rate will increase to 25% for the portion of the dutiable estate exceeding such
amount.

e The wording of para 80 of the Eighth Schedule to the Income Tax Act, which
deals with capital gains distributed to trust beneficiaries, will be refined in order to
correct some of the deficiencies in the wording of this paragraph which currently
results in most distributions from capital gains received in the same tax year as
when such gains arose, to be excluded from a beneficiary’s aggregate capital gain
or loss.

e Section 3(3)(d) of the Estate Duty Act, which serves as an anti-avoidance clause
for estate duty purposes, will be modified to deem trust assets as property of a
deceased trust settlor, and therefore subject to estate duty, if the deceased had a
large interest free loan due to him or her by such trust on his or her death.
Currently this section deems property of which the deceased was immediately
prior to his or her death competent to dispose for his or her own benefit or for that
of his or her estate to be property of the deceased and therefore subject to estate
duty. The argument with regard to large outstanding loan accounts due to the
deceased by a trust seems to be that the deceased was in fact able to control the
trust by virtue of having the ability to call up such a large loan at any time. The
exact mechanism of this proposal and how control will be determined have not yet
been finalised and was not described in detail during the abovementioned webinar
(see also the next sub-chapter regarding proposals contained in the 2016 Budget

Review in this regard).

Given the complete about-turn by the Committee with regard to the First Report’s
recommendations in relation to the taxation of both resident and foreign trusts, the original
object of this research report, which was to test the effect of these recommendations on
various trust and inheritance structures, has now become a moot point as no substantial

changes to trust taxation legislation would need to be considered any longer.

It seems therefore as if the DTC will change the manner in which they seek to discourage
the use of trusts and inheritance structures for the avoidance of estate duty: from
recommending the excessive taxation of trusts (as a result of the First Report’s proposed
repeal of the conduit principle) to substantially increasing the estate duty abatement which
should lessen the need for the creation of trust and inheritance structures purely for estate

duty savings purposes (as alluded to in Judge Davis’s webinar).
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131

Further amendments to the anti-avoidance clause of the Estate Duty Act —s 3(3)(d) — will
aim to further discourage the use of trusts combined with large or ever-increasing loan
accounts due to the founder and trust beneficiaries as a result of transfers made to the
trusts or unpaid distributions made by the trustees of the trust to these individuals over the

years.

Since the Second Report was not released prior to the 2016 Budget Speech on 24 February
2016, the only further information that is available to date is the short paragraph regarding
‘Tax treatment of trusts’ contained in the 2016 Budget Review?? which will be discussed

below.

The 2016 Budget Review
Tax treatment of trusts

The only mention made of the DTC’s work on Estate Duty in the 2016 Budget Review is
in a short paragraph entitled ‘Tax treatment of trusts’3:. No mention was made of the
possible increase of the estate duty abatement to R15 million per estate nor of the possible

staggered rate of estate duty discussed by Judge Davis in the December 2015 webinar®,

The heading of the paragraph in the Budget Review suggests that the focus of the
suggested legislative changes may still be on trusts and the aim seems to be, firstly, to
include trust assets in the estate of the founder (who is also assumed to be the funder of the
trust’s assets) at the time of his or her death if assets have been transferred to the trust via
a loan at any time and secondly, to trigger the payment of donations tax at the time that
assets are transferred to a trust via an interest-free loan. This proposed treatment is likely
to apply to any other funders of the trust who have sold assets on loan account to the trust

other than the founder.

What is puzzling is the statement made in this paragraph that it is possible for a founder to
transfer wealth from his or her own estate to a trust without being taxed where, for
instance, a founder sells assets to a trust in exchange for the granting of an interest-free
loan as payment. Although it is true that no donations tax will be triggered in such a
situation as such a transaction constitutes a sale of said asset for a market-related price,
capital gains tax or CGT will certainly still be applicable and therefore such transactions

have not been tax-free since the advent of CGT on 1 October 2001. Furthermore, the

32 Department of National Treasury 2016a:49
33 Department of National Treasury 2016a:49
3 Davis 2015



outstanding loan amount of the founder will be subject to estate duty at the time of his or
her death. This loan value may of course be substantially less than the value of the assets

in the trust that have been allowed to grow over time.

The proposal that seems to be made in this paragraph of the 2016 Budget Review is for the
sale of assets to a trust in exchange for an interest-free loan as payment to be treated as a
donation on which donations tax of 20% will be payable (an amount that would now be
due in addition to the CGT payable on the disposal of such assets). It is unclear whether it
is also intended that the attribution rules of s 7 of the Income Tax Act will apply as a result
of such a transaction being categorised as a donation.

If this is the case, then income generated by such transferred assets going forward may be
taxed in the hands of the founder (or other funders) during his or her lifetime if the trust is
a discretionary trust and distributions to beneficiaries have not occurred due to these being
subject to certain conditions having to be met®® or distributions are made to minor
children® (distributions made to beneficiaries who are majors will be taxed in the hands of
such beneficiaries). This will mean that so-called income-splitting opportunities may be
reduced for some trusts. Currently, the practice of distributing income and gains to several
beneficiaries to whom a lower marginal tax rate applies (for instance, minor children) can
result in the overall income tax due on such distributions being lower than if all income
and gains fell in the hands of a single beneficiary to whom a higher or the maximum
marginal tax rate applies (for instance, the founder). If this is the intended working of the
suggested changes in the 2016 Budget Review then higher income tax amounts may be
collected with regard to trust distributions in certain trusts for certain periods during the
existence of such trusts (notably those with beneficiaries who are still minors but only

until such time as when they become majors).

It seems that, in addition to charging additional donations tax on such transactions when
they occur, that the trust assets so transferred will be deemed to form part of the founder’s
personal estate at the time of his or her death. It is unclear whether the assets will still be
included in the founder’s estate if a loan is obtained at a reasonable interest rate (most
probably the official rate of interest®”) instead of an interest-free loan as the wording used
in this particular sentence only mentions ‘transferred through a loan to a trust’ and does
not specify an ‘interest-free’ loan as was discussed in the rest of the paragraph. Judge

Davis seemed to have indicated in the December 2015 webinar®® that the size of the loan

3 Section 7(5) of the Income Tax Act

% Section 7(3) of the Income Tax Act

37 As defined in para 1 of the Seventh Schedule to the Income Tax Act
3 Davis 2015
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relative to the value of the assets in the trust would also be a consideration in order to
determine if the founder did in fact have de facto control over the trust or not and, if so,
whether it could be said that the founder was competent to dispose of such assets for his or
her own benefit or for that of his or her estate immediately prior to his or her death. If that
could be said to be the case then s 3(3)(d) of the Estate Duty Act may be applied to deem

the trust assets to be those of the deceased founder’s estate for estate duty purposes.

No clarity is however provided in this regard and the final sentence of this paragraph
seems furthermore to allude to additional measures to be implemented which aim will be
to penalise the use of discretionary trusts.

New amnesty programme announced

Despite the DTC’s recommendation in the First Report that no further offshore amnesty
programme should be considered for taxpayers with undisclosed assets abroad and who
remain in contravention of both the Income Tax Act and the Exchange Control
Regulations of the Reserve Bank®®, a special voluntary disclosure programme was
announced in the 2016 Budget Speech which will run from October 2016 to March 2017
to allow non-compliant taxpayers to voluntarily disclose offshore assets and income®.

The previous amnesty programme in 2004 resulted in assets in excess of R68,6 billion that
were identified and brought into the South African tax system and exchange control levies
collected of R2,9 billion*:. Given the new global standard for the automatic exchange of
information between tax authorities which will provide SARS with additional information
from 2017 onwards*?, non-compliant taxpayers will be motivated to make use of this
special programme which could therefore see even higher amounts of revenue being

generated as a result of participation in this programme.

Increased capital gains inclusion rate

The major development with regard to the effective tax rate of trusts and individuals
(particularly capital asset-rich persons) which was revealed in the 2016 Budget is of

course the increase of the capital gains inclusion rate for individuals, companies and trusts

39 Davis Tax Committee 2015:44-45

40 Per National Treasury media statement of 24 February 2016 -
http://www.treasury.gov.za/comm_media/press/2016/2016022401%20-
%20Media%20Statement%20Special%20Voluntary%20Disclosure%20Programme. pdf
41 Davis Tax Committee 2015:44

2 per abovementioned National Treasury media statement of 24 February 2016.
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effective for years of assessment beginning on or after 1 March 2016, This inclusion rate
was increased from 33.3% to 40% for individuals and although an increased annual capital
gains exclusion (from R30,000 to R40,000) now applies to individuals, the current capital
gains exclusion of R300,000 for individuals in the year of death was again left unchanged.
This means that, regardless of which estate duty changes may or may not be made in the
future, capital gains tax on death has increased on two fronts (a rate increase as well as an
inflationary increase as a result of not adjusting the annual exclusion upwards for several

years now*).

The inclusion rate of capital gains for companies and trusts increased from 66.6% to 80%
which means that the effective capital gains tax rate applicable to trusts are now at 32.8%
compared to an effective rate of 16.4% for individuals (previously 27.3% for trusts

compared to 13.7% for individuals)*. These increases will not only affect companies but

also high-net-worth individuals and trusts that are capital asset-rich.

A paper by Roeleveld (2012), which discussed the double taxation effect of having both
estate duty and CGT in the event of death in South Africa, was criticised in the First
Report*® mainly on the grounds that CGT is not regarded as a wealth tax but as a type of
income tax on deferred capital income gains*’. Therefore the DTC responded that only one
wealth tax (i.e. estate duty) is being levied on death and included an analysis of the
effective tax rate (CGT and estate duty combined) conducted by National Treasury in the

First Report*® to substantiate their response.

The recent increase in the CGT inclusion rate brings the discussion regarding the effect of
possible double taxation on death to the fore once more as individuals will be liable for

both estate duty and now an increased CGT on essentially the same asset base on death.

In light of all these new developments and the resultant uncertainty, the original problem
statement of this research report therefore had to be reconsidered. Rather than testing the
recommendations of the First Report on various trust and inheritance structures, a
comparison will now be done between the total accumulated taxation of all parties related

to a wealth base as a percentage of the value of that wealth over the duration of a typical

43 Department of National Treasury 2016a:50

4 The annual exclusion in the year of death has remained at R300,000 since the 2013 tax year
(South African Revenue Service 2015h:5).

4 Effective CGT rate for trusts is calculated as 80% CGT inclusion rate x 41% income tax rate =
32.8% (previously: 66.6% x 41% = 27.3%). Effective CGT rate for individuals is calculated as 40%
CGT inclusion rate x 41% maximum marginal income tax rate = 16.4% (previously: 33.3% x 41%
=13.7%)

%6 Davis Tax Committee 2015:55-56

47 Davis Tax Committee 2015:56

“8 Davis Tax Committee 2015:56-58
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inter vivos discretionary trust holding such assets compared to the situation where such
assets are being held in the founder’s personal estate (that is, where no use is made of a
trust to hold the wealth).

Such a comparison could show if the new recommendations could indeed be sufficient to

discourage the use of trust and inheritance structures.

The possible double taxation on death due to both estate duty and CGT will also be briefly
considered based on the data and information provided in the First Report.

Conclusion

The DTC considers additional wealth taxes as an important mechanism to increase
revenue collection in order to help address the growing wealth inequality in South
Africa®. Several recommendations have been made by or suggested by the DTC to date
with regard to increasing estate duty collections through changing trust taxation
legislation. Although none of these recommendations appear to be final or have been
accepted into tax legislation as yet, a comparison of the effect of these recommendations
over the duration of a typical inter vivos discretionary trust holding such assets compared
to the situation where such assets are being held in a founder’s personal estate may show if
any of the new recommendations could assist in discouraging aggressive estate planning
which makes use of trusts. The possible double taxation on death due to both estate duty

and CGT will also be briefly considered.

49 Davis Tax Committee 2015:22-23
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2.1

Problem statement

Statement of the problem

The DTC, in arriving at their recommendations in the First Report with regard to the
taxation of trusts and changes in estate duty legislation, seems not to have conducted an
analysis of how their recommendations would have affected typical trust and inheritance
structures and how it would compare to a similar situation where assets were kept in a

personal estate.

Without performing such an analysis it would have been difficult to conclude with any
confidence that the recommendations would not have been punitive to trust beneficiaries
or have resulted in any unintended consequences or hardship for such beneficiaries as a
result of excessive taxation or effective double taxation on death. The other estate duty
recommendations made in the Report may also have resulted in trusts still being preferred

from an estate planning point of view.

The desired effect of the recommendations and proposed recommendations in the First and
expected Second Interim Report on Estate Duty as well as in the 2016 Budget Review is to
discourage aggressive estate planning and specifically the usage of trusts purely for estate
planning purposes. In this regard, the total taxes collected by SARS (income tax, CGT and
estate duty) over a certain period of time from all parties with regard to a wealth asset (for
example, investment portfolio, property, etc.) can be compared between the situation
where a trust was used to house such assets and where the wealth was held in the personal
estate of a taxpayer (the founder and his or her heirs). It is deemed necessary to include the
income tax consequences of the DTC’s recommendations with the capital and wealth tax
consequences as the Committee’s reasoning for introducing punitive income tax
consequences to trusts and/or trust founders (by, for instance, the repeal of the conduit
principle) is purportedly to compensate the Receiver for any perceived losses in estate

duty as a result of the use of such trust and inheritance structures®.

A baseline comparison of taxes collected over time as a percentage of the value of a
wealth asset held in a trust versus that collected for the same asset held in a personal estate
can be done using current legislation. An objective benchmark will be obtained to which
the total taxes as percentage of the capital value can be compared to determine whether the
current baseline can be said to be reasonable or whether additional taxation can be

tolerated without resulting in capital flight.

%0 Davis Tax Committee 2015:44
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2.2

221

This comparison can then be repeated by firstly applying the original recommendations
contained in the First Report and secondly by applying the expected new
recommendations of the Second Report and the additional proposed recommendations
contained in the 2016 Budget Review.

The relevant differences in taxes collected as a percentage of the capital value calculated
by using the different sets of recommendations may then be able to provide an indication
of whether the recommendations in the reports would possibly be able to (or would have
been able to in the case of the First Report) discourage the use of trusts for estate planning
purposes and not result in any unintended consequences or hardship for any parties

involved.

In light of the increased capital gains inclusion rate announced in the 2016 Budget, the
possible effect of double taxation due to both CGT and estate duty being levied on death

will also be briefly considered albeit through a different, non-case study-based approach.

The sub-problems

Using a case study approach and current tax legislation, is there an overall tax saving

when an asset is held in a trust compared to not using a trust?

This sub-problem will create a baseline comparison based on current legislation® in order
to compare the total taxation collected over the duration of the life of a discretionary inter
vivos trust holding wealth assets to the total taxation collected over the same duration

where the assets were held in the personal estate of a taxpayer.

Two basic scenarios or case studies will be created, the first being a scenario where wealth
assets are transferred to an inter vivos trust and the second where no use is made of a trust.
Each scenario will have a timeline of sufficiently long duration together with typical life
events along such timelines (for instance, death of the founder, death of the surviving
spouse etc.) and typical restructuring events with regard to trusts (for instance, where a
single trust is restructured to form separate trusts for adult children to be managed
separately etc.). The capital growth and income growth assumptions used for the wealth
assets in the two basic scenarios will be the same. All taxation with regard to the income
produced by the wealth asset, the CGT paid on disposals and estate duty collected will be
calculated for each scenario on an annual basis. The aggregate tax paid by all parties from

inception of each scenario will be calculated at the end of each year. This aggregate

51 Including the capital gains inclusion rate increase announced in the 2016 Budget Review
(Department of National Treasury 2016a:50).
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2.2.2

2.2.3

taxation amount, which will build up over time, will be expressed as a percentage of the
theoretical market value of the wealth asset at the end of that particular year (using the
abovementioned growth assumptions) in order to get a sense of the relative total taxation
levied on the assets at the end of any given year. The comparison between these two

scenarios will provide the baseline comparison.

Using a case study approach and applying the recommendations of the First Interim
Report on Estate Duty to current tax legislation, is there an overall tax saving when an
asset is held in a trust compared to not using a trust and how does this compare to the

same comparison using current tax legislation?

In the second set of case studies, the same two basic scenarios used in the previous
problem statement will be used but the recommendations of the First Interim Report on
Estate Duty will be applied and the relevant difference in total taxation collected over time
as a percentage of the value of a wealth asset calculated between the two basic scenarios
will be compared to the baseline comparison in order to determine what the effect of these

recommendations would have been.

Using a case study approach and applying the expected recommendations of the Second
Interim Report on Estate Duty to current tax legislation, is there an overall tax saving
when an asset is held in a trust compared to not using a trust and how does this compare

to the same comparison using current tax legislation?

In the third set of case studies, the same two basic scenarios used in the previous two
problem statements will be used but the recommendations that are expected to appear in
the Second Report on Estate Duty together with those recommendations mentioned in the
2016 Budget Review will be applied and the relevant difference in total taxation collected
over time as a percentage of the value of a wealth asset calculated between the two basic
scenarios will be compared to the baseline comparison in order to determine what the
effect of these recommendations would be.

Where information with regard to the expected recommendations is not sufficient,

reasonable assumptions will be made.
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3.1

Can the perceived double taxation on death due to both CGT and estate duty being levied

be estimated based on information currently available?

Given the contention in some academic circles® and in some commentaries to the First
Interim Report on Estate Duty by professional bodies®® that there may be double taxation
on death due to both CGT and estate duty being levied, it may be useful to determine

whether the perceived double taxation is significant enough to be taken into consideration.

The main issue is that the numbers provided in National Treasury’s annual Tax Statistics
for total CGT collected from individuals include both normal disposals as well as
disposals on death as no separate breakdown for CGT collected on death is currently
provided in the latest Tax Statistics documents issued by the Department of National
Treasury and SARS®,

The DTC’s First Report does however contain some assumptions contained in a National
Treasury analysis on the combined effective tax rates on death® and samples of estate
duty collected for 2013%. This information could be used together with other assumptions
to determine whether the amount of CGT collected in the event of death is likely to be
significant compared to the estate duty collected on death especially given the increased

capital gains inclusion rates announced in the 2016 Budget.

Scope and limitations

Final recommendations still to be released

At the hand-in date of this research report, the DTC’s Second Report on Estate Duty has
not yet been released and no clarity has been provided on the proposals regarding the

taxation of trusts mentioned in the 2016 Budget Review.

The conclusions drawn in this report with regard to the expected Second Report’s
recommendations and the legislation changes alluded to in the Budget Review will
therefore not be based on published recommendations or clear law. The recommendations
and tax amendments, when eventually published or promulgated, may differ substantially

from the expected recommendations mentioned by Judge Dennis Davis in the SAIT

52 Notably Roeleveld 2012

%3 Refer chapter 4.8

54 Department of National Treasury & SARS 2014:224; Department of National Treasury & SARS
2015:228

% Davis Tax Committee 2015:56-58

% Davis Tax Committee 2015:31 (Table 2); % Davis Tax Committee 2015:63 (Table 6)

16



3.2

3.3

webinar® and those mentioned in the 2016 Budget Review. As such, the conclusions

drawn in this research report may not remain valid.

The case study framework to be created in this report could, however, still be employed to
analyse the final recommendations or enacted legislation in order to obtain an
understanding of the comparative effect of such recommendations and law on the taxation

and capital preservation of assets held in trusts and of those held in personal estates.

Validity of trusts and absence of abuses in trusts assumed

This study will make the assumption that the trusts used in the case studies are neither
sham trusts (that is, invalidly created trusts) nor valid trusts where certain abuses take
place (for instance, trustees or beneficiaries not treating trust assets as separate to their

own).

Such scenarios, if challenged in the courts, could in any event result in either the trust
being declared invalid or the piercing of the veil of the trust which would have the effect
of treating trust assets as being held by the individuals involved with the resulting tax and

other legal consequences®®.

All case studies therefore assume the creation of a valid trust where no abuses are taking

place.

Types and uses of trusts included in case studies

The case studies will be based on structures containing discretionary inter vivos trusts only
as these are deemed the more common form of trust structures employed for estate duty
planning purposes — bewind and vesting trusts will therefore not be used. For the purpose
of the case studies a family type trust is assumed as an alternative to holding assets in a
taxpayer’s personal name. These scenarios would also be applicable to income-generating
properties, for instance, agricultural property held in trust (which could be said to be more

of a business type trust).

57 Davis 2015

58 As seen, for instance, in the cases of Jordaan v Jordaan 2001 (3) SA 288 (C), Land and
Agricultural Bank of South Africa v Parker 2005 (2) SA 77 (SCA) and Badenhorst v Badenhorst
2006 (2) SA 255 (SCA)
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3.4

3.5

3.6

Residency of trusts included in case studies

The focus of the case studies will be on the effect of the recommendations on South

African resident trusts and estate duty.

As the Committee also made certain recommendations with regard to the treatment of
distributions from non-resident trusts to resident beneficiaries in order to ‘discourage
offshore trust formation’*® and as this aspect is addressed by some commentaries
submitted by professional bodies, some aspects relating to the taxation of non-resident
trusts and to the interaction of resident beneficiaries with non-resident trusts will be

discussed in the literature study.

Time value of money

The aggregate taxation over the duration of the scenarios or case studies will be calculated
but in order to simplify the calculations, no time value of money adjustments will be made
to any of the taxation payments. This approach was also followed in an example included
in another study by Roeleveld®® on the combined effect of the various taxes paid during
the lifetime of an asset and on the death of the owner and is similar to the approach used in

certain simple valuation methodologies, for instance in a payback period calculation®.

Types of taxes included in scenarios

The scenarios will not include a transfer of the assets into trust by way of donation,
therefore the effect of donations tax (and the resultant effect of the attribution rules
contained in s 7 of the Income Tax Act) will not be considered. As some of the
recommendations alluded to in the 2016 Budget Review suggested that the transfer of
assets to a trust via an interest-free loan be categorised as a donation®, one of the
comparative scenarios will include the effect of a once-off donations tax levied upon entry

into the trust structure (without the effect of applying the attribution rules).

Transfer duty upon transfer of the asset to a trust will also be ignored for the purposes of

this study in order to focus on the effects of CGT, income tax and estate duty only.

%9 Davis Tax Committee 2015:45

60 2012:149

61 Per Investopedia definition of ‘payback period’ from
http://www.investopedia.com/terms/p/paybackperiod.asp
62 Department of National Treasury 2016a:49
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3.7

As the recommendations of the DTC’s First Report seem to want to use measures to
increase income tax to penalise a perceived loss in estate duty as a result of the use of trust
and inheritance structures, the effect of the additional income tax will be included in the

analysis.

Limitation of scenario events and starting parameters selected

There may be a myriad of unique life events in the timeline of actual trusts and wealth
held in personal estates that may include regular withdrawals with CGT consequences or
new investments via, for instance, loan accounts into trust capital, which will have an
effect on the overall tax paid as a percentage of the capital value. In order to study the
effect of the various recommendations of the DTC, only a few basic events deemed typical
will be selected to occur along the timelines of the two basic scenarios. This is done to
both simplify the calculation of the taxes due and to be able to provide a clear graphic

comparison between the scenarios from which certain conclusions may be drawn.

Only a single combination of starting investment asset values and retirement withdrawal
amounts will be used across the various case studies in order to make the results
comparable. In real life, these starting parameters will vary vastly which may have a
significant effect on the outcomes of the scenario comparisons. As protection will be
provided to personal estates falling within the current and various recommended s 4A
abatement amounts (R3,5 million, R6 million and R15 million respectively), a starting
asset value was selected that will far exceed such abatement amounts in order to test the
worst-case effect of the various recommendations on high-net-worth personal estates and

trusts.

In addition to the starting value and base cost assumed for the asset transferred to a trust or
held in a personal estate, certain capital growth and annual income assumptions will also
be made for the asset as well as for the retirement income withdrawal amounts. Different
starting values, capital and income growth values or retirement withdrawal amounts will
have different effects on the total taxation due over the chosen timeline and may affect the
final evaluation of the various scenarios contained in the comparisons. It is beyond the
scope of this research report to perform a comparative analysis involving different starting
parameters, capital growth and income assumptions for each of the case studies. Such an
analysis may, however, be the subject of another study. This research report will therefore
only compare a single selection of the abovementioned parameters across all case studies
and repeat these case studies by applying the different legislation recommendations in

each comparison.
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3.8

Furthermore, in order to provide a final comparison of potential taxes remaining at the end
of the timeline in each of the basic scenarios, a hypothetical exit event (the complete
liquidation of all capital assets) will be added at the end. Such an event may not be
realistic in real life but is deemed necessary to conclude the comparison and to draw

conclusions of the possible taxes due on such an exit event.

As a result of the selection of a single set of starting parameters and only a few basic
events together with the exit event in the scenario timelines, the conclusions drawn from
the case studies may therefore be quite different when compared to those drawn from
studying trusts or personal estates in real life where different starting parameters may
apply, a more complex set of events may occur along a similar timeline or where no final

exit event occurred.

The case studies will, however, still be able to compare the effect on taxation and on the
capital growth of wealth assets that the DTC’s recommendation will have when typical

major events occur in a high-net-worth estate or trust.

Limitations of data and assumptions used in estimation of CGT due on
death

Due to the lack of detailed information for the underlying data used in the 2013 estate duty
sample and the National Treasury study on the analysis on the combined effective tax rates
on death contained in the DTC’s First Report, no certainty or statistical significance of any
of the outcomes related to this problem statement can be determined. Additional high-
level assumptions that will be required may also further distort the outcome. In the
absence of any other information available in this regard it is deemed to remain useful

however to see what a potential answer to this question might look like.
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Literature Review

Inequality in South Africa

In the introductory chapter of the DTC’s First Report, the Committee stated that any
discussion of taxes on wealth (which includes estate duty) should be analysed through the
prism of wealth and inequality after which a lengthy discussion on the issues and
arguments from various researchers follows®®. Some further sources of inequality
measures and possible solutions to the issue in South Africa are discussed in the

paragraphs below.

Income share of top one-percent

Even though the International Monetary Fund (‘IMF”) has found that income inequality
has been rising in many parts of the world in recent decades, the trends across countries
with regards to the gross income share of the top one-percent of income earners, which is
one way of measuring inequality, are mixed®. South Africa was named, however, as one
of the countries (which also includes the United States) where the share of the top one-

percent has increased dramatically in recent decades®.

According to the latest available data for South Africa, the share of market income of the

richest one-percent in 2011 was 16.68% of total income compared to that in 1993, the year
before the country’s first democratic elections, when it was only 10.27% of total income®.
There has, however, been a slight downward trend in recent years from a peak of 18.12%
in 2008 until 2011%”. In the United States the share of the richest one-percent moved from

12.82% in 1993 to 17.47% in 2011 (with the latest available figures at 17.85% in 2014) &,

Other BRICS®® countries for which the above data for the income share of the top one-
percent is available are India (1993: 8.53% and latest available data is for 1999: 8.95%)
and China (1993: 4.34% and latest available data is for 2003: 5.87%) which are much

lower than that seen for South Africa while the figures for South American countries for

83 Davis Tax Committee 2014: 12-24

64 Lipton 2014

8 Lipton 2014

% Alvaredo et al. 2015

67 Alvaredo et al. 2015

8 Alvaredo et al. 2015

8 BRICS is the acronym for an association of five major emerging national economies: Brazil,
Russia, India, China and South Africa. The grouping was originally known as ‘BRIC” before the
inclusion of South Africa in 2010. The BRICS members are all developing or newly industrialised
countries, but they are distinguished by their large, fast-growing economies and significant
influence on regional and global affairs (Wikipedia 2015).
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which the data is available are nearer to those of South Africa (Argentina’s earliest
available data in 1997: 12.39% and latest available data in 2004: 16.75%; Uruguay’s
earliest available data in 2009: 14.20% and latest available data in 2012: 14.00%)°. Other
developed countries’ latest data are also lower than that of South Africa (Australia in
2010: 9.17%; Canada in 2010: 12.22%; United Kingdom in 2012: 12.70%).

Gini coefficient

Another way of measuring inequality is by means of the Gini coefficient on disposable
income and South Africa has one of the highest Gini coefficients in the world although a
recent South African Economic Update by the World Bank confirmed that there has been
a substantial reduction in the country’s Gini coefficient brought about by a highly
redistributive fiscal policy’. A recent IMF report stated that South Africa’s Social Grants
Program includes a means-tested social pension program costing 1.3 percent of gross
domestic product (‘GDP’) where social pensions are typically in the order of % to %
percent of GDP™. South Africa also collects more than 1 percent of GDP through
recurrent property taxes where the average yield of property taxes for developing

economies for which data was available in the 2000s was only around 0.5 percent’.

The latest World Bank estimate for South Africa’s Gini coefficient is 0.63 (the 2011
figure) which is the highest figure given in the list of World Bank estimates for any
country in the world (although estimates are not provided for all countries in this
database)™. Although the Organisation for Economic Co-operation and Development
(‘OECD’) does not provide an estimate for South Africa’s Gini coefficient in its database,
none of the countries for which the organisation does provide estimates exceed that of
South Africa’ with the nearest countries in either database being Haiti (2012: at 60.8),
Honduras (2013: at 53.7), Columbia (2013: at 53.5) and Brazil (2013: at 52.9)"".

0 Alvaredo et al. 2015

1 Alvaredo et al. 2015

2 Davis Tax Committee 2015:13 citing a recent World Bank report (World Bank 2014).

73 International Monetary Fund 2014:27 and footnote 23

" International Monetary Fund 2014:40 and footnote 45

> World Bank 2015 — The Gini coefficient is expressed as a fraction of 1 in this database.

76 Organisation for Economic Co-operation and Development 2015b — The Gini coefficient is
expressed as a percentage in this database.

" World Bank 2015
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41.4

Estate value

The DTC’s First Report includes a high-level analysis of a sample of estate duty receipts
covering 70% of the total estate duty collected in the 2013 tax year’® which reflects that
the top 4% of estates, that is, estates with values in excess of R30 million, is responsible
for 53% of estate duty collections and the top 17% of estates (with estate values in excess

of R10 million) contributes 80% of the estate duty collections in the sample™.

These numbers, although provided in a highly summarised format which does not allow
the reader to calculate, for instance, the level of wealth associated with the top 1% or top
0.1% of estates, is another indication of the high level of inequality in wealth in South
Africa but only shows wealth held in personal estates and would therefore not reflect any

wealth contained in trust structures.

Possible solutions

From the above data it is clear that inequality remains high in South Africa despite
redistributive policies being in place. A recent IMF staff discussion note on inequality,
redistribution and growth concluded that more unequal societies tend to redistribute more,
that lower net inequality is strongly correlated with faster and more durable growth for a
given level of redistribution and finally that redistribution appears to be generally benign
in terms of its impact on growth apart from some extreme cases where it may have direct
negative effects on growth®. The reduction of inequality through redistribution is
therefore deemed to be desirable but should not be so extreme as to start affecting

economic growth.

The DTC’s First Report took aboard, among others, the views of Thomas Piketty who
stated that the reduction of extreme capital wealth at the top through mechanisms such as
public policy and taxation could help to curb ever-increasing inequality®. Such proposed
mechanisms include increasing the progressivity of the tax system and increasing taxes on

the rich and superrich together with increases in inheritance tax and estate duty®.

78 Davis Tax Committee 2015:31

7 Per Table 2 in Davis Tax Committee 2014:31 the sample was divided into four bands based on
estate value. The number of estates between R10 million and R20 million were equal to 10% of the
sample and contributed 18% to the estate duty collected in the sample; the number of estates
between R20 million and R30 million were equal to 3% of the sample and contributed 9% to the
estate duty collected in the sample. The values associated with the estates in excess of R30 million
are given in the text above and estates with values less than R10 million made up 83% of the
sample but only contributed 20% of the estate duty.

8 Ostry, Berg & Tsangarides 2014

81 Davis Tax Committee 2014:19-20 citing Piketty 2014

82 Davis Tax Committee 2014:20-21
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Commentary by Holcombe (2014) on Piketty’s line of reasoning states that the proposed
wealth tax on the superrich would have to be a global tax to prevent capital flight to lower-
tax jurisdictions which may make it difficult to implement effectively®. It was
furthermore stated that an excess of social income programs could exacerbate inequality as
it may discourage people to save in the form of capital ownership as they may choose to
rather rely on government entitlements which cannot be passed on to heirs® which would
have allowed such heirs to take advantage of the fact that capital tends to grow at a higher

rate than that of output and wages over time®.

Woolard et al. (2015) found that inequality in South Africa remains stubbornly high, even
though a mildly progressive taxation and highly progressive government spending reduced
inequality significantly from a Gini coefficient of 0.77 to 0.59, a reduction of 0.18 Gini
points. This is the largest reduction in inequality of 12 middle-income countries analysed
using the same method. The next country coming closest to South Africa in its estimated
fiscal-related reduction in Gini points is Brazil which achieved a reduction of 0.14 Gini

points based on 2009 figures®®.

Woolard et al. (2015) further concluded that although their analysis may be interpreted to
suggest that even greater fiscal redistribution is required, that South Africa’s fiscal deficit
and debt indicators signal that there is limited fiscal scope to spend more to achieve even
greater redistribution. This, they stated, is a result of the global economic downturn since
2008 which brought about an increase in South Africa’s net debt burden from 22.9% of
GDP in 2008/09 to 39.7% in 2013/14 and the continuing sluggish economic growth which

does not spell an end to this worsening trajectory as yet.

Donaldson (2014) came to a similar conclusion and suggested that a policy shift should
occur to emphasise an improvement of the market distribution of income rather than
reliance on redistribution only. Donaldson suggested that this could be done by, for
instance, addressing high unemployment and highly unequal earnings in the labour market
through policy measures that expand opportunities in the labour market and raise earnings
of informal or low-wage workers which would help to reduce inequality and enhance
growth. Consideration should also be given to investment in housing, public transport,

access to electricity and telecommunication networks in order to enhance households’

8 Holcombe 2014:557

8 Holcombe 2014:554

8 This is the main argument of Piketty’s book (Piketty 2014) that inequality increases over time
because wealth accumulated in the past grows faster than output and wages due to the fact that the
rate of return on capital r tends to be higher than an economy’s rate of growth g (Holcombe
2014:551).

8 Woolard et al. 2015
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capacities to participate in work, to generate income and to address barriers faced by

prospective work seekers and employers®”.

Donaldson further concluded that developing integrated delivery systems in a context of
fragmented networks in an unequal society (where the quality of services differs greatly
between high-quality private facilities and low-quality public services in, for instance,
health and education) was far from straightforward?®. It was also noted that measures
which provide universal benefits or cash transfers (such as social grants, for instance) are
institutionally less complex and less prone to leakage, corruption or bureaucratic failure
than targeted in-kind public service delivery such as improved education, health, transport

and communication services®.

Woolard et al. (2015) also concluded that taxing the rich even more or having better
targeted government spending on the poor may well be the answer to addressing
inequality, which would make South Africa’s fiscal system even more progressive, but
said that further research would be important to determine the consequences of such
policies on outcomes such as growth, unemployment, poverty and economic efficiency.
Finally they concluded that it is essential to attain better outcomes in terms of the initial
distribution of wages, salaries and capital income (that is, market income) and that fiscal

redistribution alone is unlikely to achieve the desired reductions in inequality.

Lastly, a recent OECD economic survey of South Africa suggested as one way of
increasing tax revenues, among other options, that the collection of recurrent property
taxes (which can be seen as another type of wealth tax) be improved as opposed to
transactional or transfer duty taxes since property tax is deemed to be one of the least
harmful taxes for growth and can be equity enhancing®. Due to severe deficiencies in
administrative capacity at the local municipal level, the report concluded however that the

feasibility of increasing property tax rates in the near term was limited®?.

Increase in capital gains tax inclusion rate

The recent increase in the capital gains inclusion rate which was announced in the 2016
Budget for individuals, companies and trusts® will contribute to a more progressive tax

system as it will burden capital transfers with a higher tax rate. Even though CGT is not

87 Donaldson 2014

8 Donaldson 2014

8 Donaldson 2014

% QOrganisation for Economic Co-operation and Development 2015a:46
%1 Organisation for Economic Co-operation and Development 2015a:46
92 Department of National Treasury 2016a:50
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generally considered to be a wealth tax®, such a higher tax on capital when transferred
will help to reduce the overall return on capital in the South African economy which in
turn may, according to the arguments put forward by Thomas Piketty®, assist in curbing

growing inequality.

The additional revenue that will potentially be collected as a result of this increase in the
CGT inclusion rate is likely to be substantially more than what would be achievable by
any increase in the collection of estate duty or other wealth taxes. The total CGT collected
from individuals and companies in the 2014/15 tax year amounted to R11,7 billion®®
whereas the total estate duty collected in the same tax year only amounted to R1.5
billion%. The previous increase in the capital gains inclusion rate which was effective
from 1 March 2012% resulted in CGT revenue of R11,6 billion being raised in the 2013/14
tax year compared to the R7,1 billion CGT raised in the previous 2012/13 tax year. This
amounted to a 63.4% increase in CGT revenue®®. Even though the relative increase in the
capital gains inclusion rate effective from 1 March 2016 is less than that which was
effective from 1 March 2012 the percentage increase in CGT revenue that could be
achieved is likely to be almost 40%% of the current CGT revenue which would amount to
additional CGT revenue in the region of R4.5 billion that could possibly be collected in
the next tax year compared to that collected in the 2014/15 tax year'®%. Based on the same
principles, the amount of additional CGT revenue collected from individuals only as a

result of the capital gain inclusion rate increase will be in the region of R2.1 billion%,

9 CGT is regarded as an income tax on deferred capital income gains (Davis Tax Committee
2015:56).

% The main argument of Piketty’s book (Piketty 2014) is that inequality increases over time
because wealth accumulated in the past grows faster than output and wages due to the fact that the
rate of return on capital r tends to be higher than an economy’s rate of growth g (Holcombe
2014:551).

% Department of National Treasury & SARS 2015:228

% Department of National Treasury & SARS 2015:22

% 0On 1 March 2012 the capital gains inclusion rate for individuals increased from 25.0% to 33.3%
and for companies and trusts it increased from 50.0% to 66.6% (Department of National Treasury
& SARS 2015:228).

% Calculated as (11.6 — 7.1) / 7.1 = 63.4%

% The 1 March 2012 increase for individuals was (33.3% - 25.0%) / 25.0% = 33.2%.

The 1 March 2016 increase for individuals is (40.0% - 33.3%) / 33.3% = 20.1%.

100 Using the 63.4% CGT revenue increase obtained previously as a result of a 33.2% capital gains
inclusion rate increase, one way of roughly estimating the potential CGT revenue increase to be
realised as a result of the latest CGT inclusion rate increase could be to calculate this using an
amount proportional to the latest inclusion rate increase, i.e. as 63.4% x 20.1 / 33.2 = 38.4%.

101 This increase is calculated as 38.4% (see previous footnote) multiplied by the 2014/15 total CGT
revenue collected of R11,7 billion (Department of National Treasury & SARS 2015:228) which
equals R4.5 billion.

192 This increase is calculated as 38.4% (see previous footnote) multiplied by the 2014/15 CGT
revenue collected from individuals only of R5,5 billion (Department of National Treasury & SARS
2015:228) which equals R2.1 billion.
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For the same amount of revenue increase to be achieved by using estate duty revenue

alone (currently at R1,5 billion!%), an increase of 140% in estate duty collections must be
achieved!® (i.e. almost two and a half times the current amount) which seems an unlikely
outcome for any but the most radical estate duty legislation changes that could possibly be

implemented.

Conclusion

From the literature above it can therefore be concluded that addressing inequality through
an increase in some form of wealth tax alone may not be the only mechanism required to
achieve the desired results but that there may well be scope for increasing the
progressivity of our tax system somewhat through an increase in wealth taxes as part of an
overall solution to this problem. The expected recommendation to be included in the
DTC’s Second Report, which is to have a progressive estate duty rate of 25% above a
certain estate value!®, may therefore be an efficient approach to help address inequality in
South Africa.

The recent increase in the capital gains inclusion rate which was announced in the 2016
Budget for individuals, companies and trusts'% will likewise contribute to a more
progressive tax system as this will burden capital transfers with a higher tax rate. Such a
higher tax on capital when transferred will help to reduce the overall return on capital in
the South African economy which in turn may, according to the arguments put forward by

Thomas Piketty'®, assist in curbing growing inequality.

The potential increase in revenue to be achieved from the increased capital gains inclusion
rate is also much higher than any that is likely to be achieved from changes to estate duty

legislation due to the relatively low level of estate duty revenue currently being collected.

103 Department of National Treasury & SARS 2015:22

104 Calculated as [(1.5 + 2.1) — 1.5]/ 1.5 = 140%

105 Davis 2015

106 Department of National Treasury 2016a:50

107 The main argument of Piketty’s book (Piketty 2014) is that inequality increases over time
because wealth accumulated in the past grows faster than output and wages due to the fact that the
rate of return on capital r tends to be higher than an economy’s rate of growth g (Holcombe
2014:551).
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Using a wealth tax to address inequality — Margo and Katz
Commissions’ recommendations compared to those of the Davis Tax
Committee

The Davis Tax Committee is not the first tax committee or commission to investigate
ways to reform the way in which wealth is taxed in South Africa. Both the Margo
Commission (1987) and the Katz Commission (1997) considered the replacement of estate

duty and donation tax with a capital transfer tax'°,

Margo and Katz Commissions

These recommendations were made in particular to curb the tax-free transfer of assets
from a person’s estate to a trust on loan account as both these commissions were
commenting on the tax system before capital gains tax was introduced on 1 October
2001, The same situation today would give rise to capital gains tax on both the sale of
the asset to the trust and on the subsequent vesting of the asset or that of the capital gain

upon the sale of the asset in the trust in a beneficiary*®.

The Katz Commission considered three types of wealth taxes, namely either an annual
wealth tax or a wealth transfer tax when wealth is transferred by gift or as a result of death
and then thirdly a national land tax on agricultural land**. In their final conclusion, the
Commission favoured a capital transfer tax in South Africa'? despite noting certain
disadvantages relating to such taxes for example notoriously low collection yield as
percentage of GDP, high costs of collection, administrative problems and the fact that
such taxes tend to give rise to an unproductive estate planning industry'3, The
Commission further indicated that the object of an appropriately designed capital transfer
tax should reconcile the most effective utilisation of limited resources in SARS, the
avoidance of unnecessary complexity and the greatest possible attainment of vertical and

horizontal equity in the tax system!4115_ After considering the types of capital transfer

108 Margo Commission 1987:322; Katz Commission 1994 at para 7.1.12

109 Roeleveld 2012:145

110 paragraph 80 of the Eighth Schedule to the Income Tax Act

111 Katz Commission 1994 at para 7.1.9 and 4.2.2(a); Katz Commission 1997 at para 7.1.9

112 Katz Commission 1997 at para 5.1

113 Katz Commission 1997 at para 1.7

114 Katz Commission 1997 at para 1.12

115 Vertical equity is a method of collecting income tax in which the taxes paid increase with the
amount of earned income. The driving principle behind vertical equity is the notion that those who
are more able to pay taxes should contribute more than those who are not (Investopedia definition
from http://www.investopedia.com/terms/v/vertical equity.asp#ixzz3vcu52H9G).

Horizontal equity is an economic theory that states that individuals with similar income and assets
should pay the same amount in taxes. Horizontal equity should apply to individuals considered
equal regardless of the tax system in place which means that there should not be an excess of
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taxes available (such as having either an estate tax or an inheritance tax!1), the Katz

Commission settled on the retention of both donations tax'!’ and estate duty!!® as these
taxes were already in effect a capital transfer tax for inter vivos transfers of capital and
transfers on death'?®. Estate duty was also seen as higher-revenue yielding and easier to

administer than an inheritance tax!°.

Although a capital gains tax was seen by the Katz Commission as having similar purposes
and similar problems to that of an annual wealth tax or wealth transfer tax, it was not seen
as strictly being a wealth tax as such but rather more akin to an income tax*?!. Roeleveld
(2012:145) pointed out, however, that while it is acknowledged that capital gains tax seeks
to tax the appreciation of wealth as opposed to the transfer of wealth, there are many
instances where the base cost of an asset is low or nil and therefore the amount on which
capital gains tax is levied is often practically the same as the market value of the asset on

which estate duty may be levied.

With regard to so-called generation-skipping trusts, the Katz Commission accepted that
the conduit principle as laid down in s 25B of the Income Tax Act and in common law!??
would continue to govern income distributed from or retained in trusts'?®. As capital gains
tax has not been instituted at that time, they recommended furthermore that the assets in a
trust should be subject to a periodic valuation and capital transfer tax thereon'?* (every 25
to 30 years'?) and that distributions from capital should also be subject to capital transfer
tax'?®, With the advent of capital gains tax from 1 October 2001, capital distributions and
distributions of capital gains realised in a trust are now subject to capital gains tax as
governed by paragraph 80 of the Eighth Schedule to the Income Tax Act which in part

achieves the implementation of the latter recommendation of the Katz Commission.

loopholes, deductions or incentives in a tax system which may only be available to certain
taxpayers (for instance as a result of specific types of assets held) and not to others (Adapted from
Investopedia definition from
http://www.investopedia.com/terms/h/horizontalequity.asp#ixzz3vcewPHz8Y) .

116 An inheritance tax levies the tax on the beneficiaries receiving the wealth whereas estate duty
levies tax on the estate of the deceased person (Roeleveld 2012:147 at footnote 4).

117 Katz Commission 1997 at para 5.7

118 Katz Commission 1997 at para 5.8

118 Katz Commission 1997 at para 5.3

120 Katz Commission 1997 at para 5.8

121 Katz Commission 1997 at para 7.1.6

122 SIR v Rosen 1971 (1) SA 172 (A)

123 Katz Commission 1997 at para 10.3(b)

124 Katz Commission 1997 at para 10.3(a)

125 Katz Commission 1997 at para 10.9

126 Katz Commission 1997 at para 10.3(b)
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Davis Tax Committee’s First Interim Report on Estate Duty

The Davis Tax Committee (2015) also considered a capital transfer tax (which seeks in
particular to recover lost estate duty collections where assets are transferred to a trust) with
an emphasis on the periodic taxation of trust assets but concluded that the implementation
of a capital transfer tax in South Africa would place an enormous burden on the resources
of both SARS and the taxpayers as was evident when capital gains tax was implemented

in 20017,

The DTC furthermore considered the implementation of an annual or periodic net wealth
tax to be applied to taxpayers with a large surplus wealth but noted that several countries
have abolished such wealth taxes because of the fact that affected taxpayers were able to
move much of their wealth out of reach of such a tax and that the actual collections of
these taxes were disappointing'?. There were also numerous well-known and documented
disadvantages associated with an annual wealth tax, like high compliance and collection
costs, significant difficulties in the valuation of net assets on an annual or periodic basis,
the possible disincentive to entrepreneurship and savings, the transfer of wealth offshore
and/or emigration and causing the forced sale of assets or requiring increased borrowings
by taxpayers to enable payment of these taxes if income generated is insufficient to cover
such taxes!?. Even though there were some advantages such as the ability of such taxes to
contribute to vertical and horizontal equity, the disadvantages were generally considered
to outweigh the advantages™*°. The Committee therefore concluded that the complexity of
a net wealth tax and the uncertainty of a successful implementation thereof would prompt
the exercise of caution as regards to such a proposal**! and that, with some modification,
the estate duty system could still achieve the objective of reducing inequality without the

need to resort to the implementation of a capital transfer tax'®2.
Increase in estate duty and CGT collections through changes in trust taxation

Rather than recommending a new form of wealth taxation, the DTC’s First Report’s
recommendations aimed at increasing estate duty collections through creating
disincentives for the use of trusts. With regard to resident trusts, this was done by
recommending the abolishment of both the conduit principle with regard to trust income

(that is, s 25B) as well as the attribution rules contained in s 7 which could apply both to

127 Davis Tax Committee 2015:40-41
128 Davis Tax Committee 2015:41-42
129 Davis Tax Committee 2015:33-34
130 Davis Tax Committee 2015:34
131 Davis Tax Committee 2015:42
132 Davis Tax Committee 2015:34
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trusts and non-trust situations (with the assumption that these recommendations also apply
to capital gains tax even though not mentioned specifically in the Committee’s list of
recommendations)®*3, It was also recommended that all distributions from foreign trusts be
fully taxed as income rather than as, for instance, receipts of dividends or capital gains'®.
The manner in which the DTC seemed to have hoped to achieve an increase in estate duty
collections was to make recommendations that would encourage individuals to hold assets
in their personal names rather than in trusts thereby increasing the values of their dutiable
estates. Other means of increasing tax receipts would have been in the form of CGT when
dissolving a trust (where trusts have a 80.0% inclusion of capital gains as opposed to the
40.0%"* inclusion of gains distributed to individual beneficiaries if the conduit principle
still applied) or, if the assets were kept in the trust, the taxation of these assets’ disposals
and income generated in the trust at the flat 41% trust tax rate to compensate for the

perceived estate duty loss™®.

As the DTC furthermore recommended in the First Report that taxpayers not be granted a
period of reprieve in order to dissolve existing trust arrangements, the effect of these
recommendations would have had, in the Committee’s own words, diverse and far-
reaching implications'®” (and even more so with the recent increase in the capital gains

inclusion rate announced in the 2016 Budget).
Foreign trusts

The DTC’s First Report made recommendations with regard to foreign trusts, in particular
with regard to the taxation of distributions received from foreign trusts, to make up for the
perceived estate duty loss owing to the use of such trusts. The Committee noted the
deficiency in sub-para 80(2) of the Eighth Schedule with regard to the inclusion of capital
gains realised in a foreign trust in the hands of a beneficiary when distributed in the same
year as when it was realised in the trust. Due to the wording used in this sub-paragraph,

the full range of capital gains so distributed is not brought into the tax net!®,

Rather than recommending that the wording in both sub-paragraphs 80(1) and 80(2) be
amended, the Committee suggested that all distributions from foreign trusts to South

African beneficiaries should be taxed, not as per the conduit principle (that is, as being

133 Davis Tax Committee 2015:39-40

134 Davis Tax Committee 2015:45

135 These are the capital gains inclusion rates effective from 1 March 2016. At the time of the
publishing of the DTC’s First Report, the inclusion rate for trusts was 66.6% and that for
individuals was 33.3%.

136 Davis Tax Committee 2015:44

137 Davis Tax Committee 2015:40

138 See chapter 4.6.5 of this report for a more detailed explanation.
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either foreign dividends, interest, capital gains or other income) but as income regardless,
in other words all distributions are to be taxed at the highest possible tax rate in every

instance.

Normally, foreign trustees would assist their South African beneficiaries to prove the
nature of the income from which distributions are made by keeping accounting records to
this effect which is under most circumstances a straightforward process to accomplish. In
the DTC’s First Report, however, they seemed to be of the opinion that the nature of such
income components was difficult to identify as a rule which is the reason for their
recommendation of taxing all distributions of foreign trusts as income. The Committee
furthermore hoped to discourage offshore trust formation with this recommendation and
felt that the recommended tax amendment could be justified due to the postponement of

taxes and estate duty savings for beneficiaries°.
Amendments to existing estate duty legislation

The two main recommendations with regard to existing estate duty legislation in the
DTC’s First Report was firstly, to either withdraw or limit the deduction for bequests to
the surviving spouse from the net estate as provided for in s 4(q) of the Estate Duty Act4
and secondly, to increase the current estate duty abatement of R3.5 million to R6

million*L,

One of the results that the DTC hoped to achieve with the latter recommendation of
having a higher estate threshold is to discourage most South Africans from pursuing estate

duty saving mechanisms#2 like trust structures.

Davis Tax Committee’s expected Second Report on Estate Duty and the 2016 Budget
Review

In a complete about-turn by the Committee, Judge Dennis Davis (who heads up the DTC)
said in a webinar held on 10 December 20153 that in the Second Interim Report on
Estate Duty (which was due for release by the end of January 2016 but was still
outstanding as at 31 March 2016, the hand-in date of this research report), the taxation of

both resident and foreign trusts will be left as is. He did however add that the Second

139 Davis Tax Committee 2015:45
140 Davis Tax Committee 2015:51
141 Davis Tax Committee 2015:64
142 Davis Tax Committee 2015:65
143 Davis 2015
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Report will recommend that the wording in paragraph 80 of the Eighth Schedule be
amended in order to address the deficiencies as discussed in the previous section above.

The estate duty threshold will furthermore be increased to R15 million per person (to
compensate for a repeal of the s 4(q) spousal bequest deduction) and a progressive estate
duty rate will be introduced with the rate increasing to 25% for dutiable estate values

above a certain value (which value is still to be determined).

Rather than changing the taxation of trusts, which was met with wide-spread concern and
criticism, Judge Davis’s comments in the webinar seemed to indicate that the Committee
has refocused their recommendations on estate duty legislation. Where trusts did seem to
be brought back into the picture was with regard to a possible redrafting of the anti-
avoidance provision in the Estate Duty Act, s 3(3)(d), which would deem trust assets to be
dutiable property of a deceased if the deceased had a sufficiently large interest-free loan
account owed to him by such trust which would have in effect resulted in the deceased

having had control over such trust assets.

The exact mechanism of this new recommendation is still to be revealed, however, given
the short paragraph in the 2016 Budget Review relating to the taxation of trusts* it seems
as if any transfer of assets from a founder to a trust by means of an interest-free loan (or
perhaps by means of any loan, the wording is unclear in this regard) would result in all
such trust assets to be included in the estate of the founder at his or her death. If this latest
recommendation is taken at face-value it could likewise have far-reaching implications to
all founders (and other funders) of trusts but depending on how the legislative changes are
to be worded, it may also be possible to easily circumvent such legislation by merely

levying interest at, for instance, the official rate’* on such outstanding loans.

Conclusion

The Davis Tax Committee went through a similar consideration exercise as was done by
the Margo and Katz Commissions to arrive at the conclusion that estate duty and
donations tax remain the preferred types of wealth taxes for the South African context and
that, despite certain shortcomings, an alternative form of wealth tax would be both
difficult to implement and unlikely to yield significantly more tax revenue than the

existing taxes'*®.

144 Department of National Treasury 2016a:49
145 As defined in para 1 of the Seventh Schedule to the Income Tax Act
146 Davis Tax Committee 2015:33
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In order to increase estate duty tax collections which the Committee feels are low due to
several estate planning mechanisms being used, they initially made certain far-reaching
recommendations in their First Report to discourage the use of both local and foreign trust

structures.

On reconsideration, the approach followed in the Committee’s Second Report to increase
estate duty collections was not to change trust legislation but to reintroduce a progressive
estate duty rate and increase the dutiable threshold significantly in order to reduce the need

for the creation of trusts purely for estate duty saving purposes.

Trust assets may still be included as deemed property of a deceased and therefore dutiable
if either a sufficiently large interest-free loan account, which was due to the deceased from
a trust, existed at their death*’ or if any assets were transferred to the trust and paid for by
means of an interest-free (or other) loan that is due the founder, regardless of the size of
such a loan**8, Much clarity is still required with regard to the proposed adjustments to the
anti-avoidance clause of the Estate Duty Act and such adjustments may well still have
diverse and far-reaching implications for founders with current trust structures which

include loan accounts due to the founder (or to other funders of the trust).

Benchmarks for estate duty as percentage of total tax collections, for
estate duty rates and for a combined effective tax rate on death

In order to assess the effectiveness of estate duty to collect tax revenue and its ability to
support a more equitable and progressive tax system, the DTC compared the South
African estate duty collections as percentage of total revenue collected'*® and the estate
duty rate'° to international benchmarks. The effective tax rate on death (of CGT and
estate duty combined) was also analysed and certain conclusions were reached®!. A
consideration of these benchmarks will be useful as a comparison to the overall taxes to be
levied as a result of the DTC’s recommendations with regard to wealth taxes in the

proposed case studies and as such are discussed below.

147 per the explanation provided by Judge Davis in the abovementioned webinar (Davis 2015).
148 per the interpretation of the paragraph on the taxation of trusts contained in the 2016 Budget
Review (Department of National Treasury 2016a:49).

149 Davis Tax Committee 2015:30

150 Davis Tax Committee 2015:65,69-73

151 Davis Tax Committee 2015:56-58
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Estate duty collections benchmarks

National Treasury estimates for the 2014/15 Budget indicated that estate duty collections
were expected to amount to R1,237 billion? compared to the revised 2014/15 Budget
total estimated revenue collections of R979 billion®3, These estimates would have brought
estate duty collections as a percentage of total revenue collections to about 0.13%%* in the
2014/15 tax year.

The actual estate duty collections per the published 2014/15 Tax Statistics were R1,489
billion>> compared to the total revenue collected of R986 billion®6. The actual estate duty
collections as a percentage of total revenue collections therefore came to about 0.15%%" in
the 2014/15 tax year which is slightly higher than the estimate.

The question remains as to what would be an acceptable South African benchmark for
both a targeted tax contribution percentage for estate duty and for a combined effective tax
rate on death. The targeted tax contribution for estate duty of 1% to 1.5% of total tax
collections cited in the First Report™®® is a suggestion made by the Katz Commission in
their Third Interim Report!*® but was done in the context of that Commission’s then newly
proposed capital transfer tax which was to replace both estate duty and donations tax. This
was also before the advent of capital gains tax in South Africa (instituted from 1 October
2001). The Committee compared the 0.1% contribution made by estate duty to overall
South African tax collections to that of nine countries having similar wealth taxes'®°.
These nine countries’ wealth tax contributions range from 0.4% to 1.5% of their respective
total tax collections and the First Report concluded that ‘These figures suggest that South
Africa is significantly underperforming in terms of revenue collections on the estate duty
and donations tax and that there is scope to increase performance in this regard’*!, The
countries with which South Africa is compared in the First Report are, however, all
developed countries which begs the question as to whether these benchmarks are

appropriate for comparison to South Africa, being a developing country.

Given the recent increase in the capital gains inclusion rate which would

disproportionately affect the wealthy who owns a greater amount of capital assets,

152 Davis Tax Committee 2015:30

153 Department of National Treasury 2015:xviii

154 Calculated as 1.237 / 979 x 100.

15 Department of National Treasury & SARS 2015:22
1%6 Department of National Treasury & SARS 2015:viii
157 Calculated as 1.489 / 986 x 100.

1%8 Davis Tax Committee 2015:30

159 Katz Commission 1994: para 7.2.2

180 Davis Tax Committee 2015:29-30

161 Davis Tax Committee 2015:30
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together with the initial recommendations by the DTC in their First Report which
amounted to a type of income tax penalty for assets held in trusts in order to penalise
taxpayers for the supposed loss in estate duty as a result of having such assets transferred
to a trust, it seems as if the fiscus is agnostic in terms of the source of increased tax
revenue. This therefore raises the question whether estate duty as a percentage of total
revenue collected remains a useful benchmark to consider for comparative purposes.
Given further the increased estate duty abatement of R15 million currently being

considered, this benchmark seems to have become even less relevant.

If, however, the proposed changes to the taxation of trusts, as briefly described in the 2016
Budget Review, is successfully implemented, then all assets of a trust could be included in
the estate of the deceased trust founder at their present market values if any loan account
was due by the trust to the founder. Currently only the trust loan account value due to the
founder would form part of his or her estate on death which would represent the market
value of the assets when these were first sold to the trust, typically a much lower amount,
less any distributions or annual donations made over the years. The implementation of
such a recommendation may well increase the amount of estate duty collected as a
percentage of total revenue collections due to the fact that several trusts’ assets may now

also be taken into consideration as deemed property for estate duty purposes.

Estate duty rate benchmarks

The DTC cited declining estate duty collections, in real terms over the past 20 years!®?,
and the small percentage that estate duty represents of total tax collections in South Africa
(an estimated 0.13% of total tax collections!®®) as reasons for the recommendations of the
implementation of modifications to the estate duty system and their original
recommendations regarding changes to the taxation of trusts in order to effect an increase
in estate duty collections and to compensate for the perceived losses in estate duty

collections due to estate planning.

It should be noted that the graph of estate duty collections from 1985 to 2013 presented in
the First Report!®* which is sourced from Piketty (2014) shows a marked decrease from
the 1985/86 real revenue figure (around R1,450 billion) to the 1989/90 real revenue figure

162 Davis Tax Committee 2015:27-28 citing National Treasury as source for this statement as well
as a graph of estate duty collections from 1985 to 2013 from Piketty (2014).

163 Based on National Treasury estimates for the 2014/15 Budget, estate duty collections are
expected to amount to R1,237 billion (Davis Tax Committee 2015:30) compared to the revised
2014/15 Budget total estimated revenue collections of R979 billion (Department of National
Treasury 2015:xviii).

164 Davis Tax Committee 2015:28
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(around R450 million) indicating the change from a progressive estate duty rate to a flat
rate in 1987/88 as reason. When examining the graph presented in the First Report, the
real estate duty revenues have, however, increased steadily after that year until the
2012/13 year (to around R1 billion in nominal and real revenues). The graph does not
include the figure for the 2013/14 tax year which amounted to R1,102 billion® or the
figure for the 2014/15 tax year which amounted to R1,489 billion per the latest tax

statistics™®.

The proposed new recommendation to be included in the Second Report with regard to the
reintroduction of a progressive estate duty rate!®” may therefore well assist in achieving a
significant increase in overall estate duty collections if the introduction of a flat rate in

1987/88, as seen in Piketty’s graph, is any indication of the possible effect.

Both the Katz and Margo Commissions considered the merits of implementing
progressive estate duty rates'®®. The Katz Commission stated in their Fourth Interim
Report on Capital Transfer Tax that although it would be less burdensome from an
administrative point of view to institute a progressive rate for estate duty only than to do
so for donations tax as well, the difficult question that arises is whether inter vivos
donations should be added back for purposes of estate duty computation®®, This is due to
the fact that a progressive estate duty rate would bring the rate at which donations are
taxed (which is currently the same as that of estate duty at a flat 20%) out of alignment
with that of estate duty which could give rise to avoidance strategies. The Katz
Commission concluded however that the adding back of donations ‘would be a complex
requirement giving rise to difficulties of enforcement and implementation’ and that they

were therefore opposed to such a regime!.

The flat rate system with a uniform rate for both estate duty and donations tax was
therefore preferred by the Katz Commission. The DTC noted in their First Report that
although progressive tax rates are commonly applied internationally*™ (a fact also noted
by the Katz Commission!’2) complexities do arise particularly insofar as alignment

between donations tax and estate duty is concerned!”. The DTC therefore concluded that

185 Department of National Treasury & SARS 2014:22

166 Department of National Treasury & SARS 2015:22

167 Estate duty rate to increase to 25% for dutiable estates above a certain value still to be
determined (Davis 2015).

188 Davis Tax Committee 2015:64

169 Katz Commission 1997: para 6.4

170 Katz Commission 1997: para 6.4

171 Davis Tax Committee 2015:66

172 Katz Commission 1997: para 6.5

173 Davis Tax Committee 2015:66
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‘increased revenue collections should be achieved through targeted amendments to curb
estate planning rather than through change of rates’ but that the higher estate duty
threshold recommended in this report (from R3.5 million to R6 million) will achieve more

in discouraging most South Africans from pursuing estate duty saving mechanisms".

With regard to the question as to how progressive estate duty rates should be constructed
and what rates to use, both the DTC and the Katz Commission noted that even though
industrialised countries tend to have progressive rates for estate duty, such rates vary
dramatically internationally with very little consistency in rates while certain countries
(like Canada, Australia and New Zealand) have no form of estate or gift taxes (although
CGT may be triggered on death as in, for instance, Canada)’®. It was also noted that high
progressive tax rates tend to result in an extensive avoidance industry which represents a

‘wasteful utilisation of resources’*’®.

Given this conclusion by the DTC in their First Report, it would be interesting to see how
the complexities with regard to aligning a progressive estate duty rate with donations tax
will be dealt with in their Second Report given the announcement by Judge Dennis Davis
that the portion of dutiable estates above a certain level (still to be determined) will attract
estate duty at 25%*77. The higher suggested estate duty threshold of R15 million*’® per
estate to be recommended by the Second Report is hoped to further aid in discouraging

most South Africans from pursuing estate duty saving mechanisms.

Combined effective tax rate on death (CGT and estate duty)

The DTC’s First Report also included an analysis of an effective tax rate on death (that is,
a combination of CGT and estate duty) which was recently conducted by National
Treasury®”. In this regard it was mentioned that the Katz Commission’s Fourth Interim
Report on Capital Transfer Tax cited a 1974 journal article!® which supported their view
of having a relatively low flat rate of estate duty because ‘International experience
supports the contention that where capital taxes materially exceed 15%, extensive
planning results in significant avoidance and evasion, which reduces the effective

yield.”*8!, The DTC’s First Report concluded, however, that the recommendations

174 Davis Tax Committee 2015:65

175 Davis Tax Committee 2015:65,70; Katz Commission 1997: para 6.5
176 Katz Commission 1997: para 6.6(b)

177 Davis 2015

178 Davis 2015

179 Davis Tax Committee 2015:56-58

180 Whalley 1974:638

181 Katz Commission 1997: para 6.6(a)
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regarding an acceptable combined effective tax rate made by the Katz Commission’s 1997
report would have to be reconsidered as 18 years have passed since that report was
issued®®2, It is unclear, however, whether the DTC feels whether such an acceptable
combined effective tax rate is likely to be above or below the 15% threshold.

The First Report did seem to use this 15% threshold mentioned by the Katz Commission
as a reasonable benchmark in another part of the report! where the progressive quality of
the effective rate of estate duty using the increased abatement proposed in the First Report
(of R6 million per taxpayer) was demonstrated*®. In this regard the DTC demonstrated
that the effective estate duty rate does not exceed 15% unless the estate exceeds R20
million in the case of single taxpayers (assuming that the s 4(q) deduction for inter-spousal
bequests is to be repealed)*®,

If the same logic is applied to the increased estate duty abatement of R15 million per
taxpayer to be recommended by the DTC’s Second Report*®® the effective estate duty rate
will not exceed 15% unless the estate value exceeds R60 million!®unless the estate value
at which the new progressive estate duty rate of 25% will be levied kicks in at an estate
value that is less than R60 million (in which case the 15% threshold will be exceeded at a

lower estate value).

Considering the effect of CGT payable on death

Since CGT is also collected on death (after taking into account the R300,000 capital gain
exclusion in the year of death!®), even though calculated only on the amount representing
the capital growth of the estate assets, the collections for this tax may also need to be taken

into account for the purpose of determining the total collection of taxes on death.

Per the 2014 Tax Statistics published by the Department of National Treasury and the
South African Revenue Service (SARS) the total revenue collected for the 2013/14 tax
year amounted to just over R900 billion'®® whereas the total CGT collected from
individuals in that tax year amounted to just under R7 billion'®. Total CGT collections

from individuals therefore amounted to about 0.78% of total revenue collections in the

182 Davis Tax Committee 2015:58

183 Davis Tax Committee 2015:67

184 Davis Tax Committee 2015:66 — Table 7

185 Davis Tax Committee 2015:67

186 Davis 2015

187 Calculated as R60 million less R15 million abatement = R45 million dutiable estate x 20% =R 9
million estate duty payable which represents an effective estate duty rate of 9/ 60 = 15%

188 per para 5(2) of the Eighth Schedule to the Income Tax Act

189 Department of National Treasury & SARS 2014:5

190 Department of National Treasury & SARS 2014:224
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2013/14 tax year®®!, Estate duty collections in the same year amounted to R1,102 billion?®2
which equals 0.12% of total revenue!®3, Donations tax came to R113 million®* which only

accounts for 0.013% of revenue collected in the 2013/14 tax year'®.

The 2015 Tax Statistics shows total revenue collected for the 2014/15 tax year as R986
billion® whereas total CGT collected from individuals decreased to R5,5 billion. Total
CGT collections from individuals were therefore only 0.56% of total revenue collections
in the 2014/15 tax year'®’. Estate duty collections amounted to R1,489 billion!®® which
equals 0.15% of total revenue'®®, an increase from the previous year. Donations tax was
R167 million?® which accounts for only 0.017% of revenue collected in the 2014/15 tax

year?t,

The numbers given above for total CGT collected from individuals include both normal
disposals as well as disposals on death as no separate breakdown for CGT collected on
death is currently provided in the latest Tax Statistics documents issued by the Department
of National Treasury and SARS?%,

It would therefore be useful to be able to arrive at a reasonable estimate of total CGT
collected from individuals in the event of death in order to determine whether the
contention raised by, for instance, Roeleveld?®, that CGT payable on death results in a
type of double taxation, is justified. It is widely acknowledged that CGT is not seen as a
tax on the transfer of the market value of the wealth (that is, a wealth tax) but rather as a
tax on the appreciation of wealth from date of purchase to date of sale?®* (that is, an
income tax on capital income?®). It could be argued, however, that there are many
instances where the base cost of an asset is nil or very low compared to the market value
on death and that CGT and estate duty are therefore levied on essentially the same

value?®, There is also recognition by the Committee of this fact and the First Report

191 Calculated as 7 / 900 x 100.

192 Department of National Treasury & SARS 2014:22
193 Calculated as 1.102 / 900 x 100.

194 Department of National Treasury & SARS 2014:22
195 Calculated as 0.113 / 900 x 100.

19 Department of National Treasury & SARS 2015.viii
197 Calculated as 5.5 / 986 x 100.

198 Department of National Treasury & SARS 2015:22
199 Calculated as 1.489 / 986 x 100.

200 Department of National Treasury & SARS 2015:22
201 Calculated as 0.167 / 986 x 100.

202 Department of National Treasury & SARS 2014:224; Department of National Treasury & SARS
2015:228

203 Roeleveld 2012:161

204 Roeleveld 2012:145

205 Davis Tax Committee 2015:56

206 Roeleveld 2015:145
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includes an analysis of the combined effective rate of taxation on death which was
recently conducted by National Treasury?®’. The analysis states that the majority of assets
in most deceased estates are excluded from CGT due to specific exclusions and rollovers
and the percentage of the total value of an estate subject to CGT would therefore be low
with a worst-case scenario considered, that is a maximum, of only 50% of an estate being
subject to CGT?%8,

CGT collected from individuals still contributes far more to total revenue than estate
duty?®® therefore CGT paid during the lifetime of taxpayers still makes up a large amount
of revenue compared to estate duty collections on death. It may therefore be argued that
even though CGT is not strictly a wealth transfer tax it does assist in the taxation of the
transfer of assets into, for instance, trusts and also in the taxation of the distribution of
capital assets out of a trust to beneficiaries. Neither of these events would have had any
tax consequences prior to the implementation of CGT on 1 October 2001 which was part
of the reasons that both the Margo and Katz Commissions considered the implementation

of a capital transfer tax in their respective recommendations?%,

In the light of the newly increased capital gains inclusion rates announced in the 2016
Budget Review for individuals, companies and trusts?'!, the contribution of CGT collected
from individuals is set to increase even further. Based on the assumptions contained in
chapter 4.1.5, CGT collected from individuals is likely to increase to about R7,6 billion?2
as a result. Given the current total revenue estimates by National Treasury for the 2016 tax

year of R1 070 billion?? this will amount to about 0.71% of total revenue collected®*,

Either way, it could be concluded that CGT collections on death be considered for
inclusion in the estate duty collections number to determine whether the total contribution
of death taxes in South Africa compare favourably with international benchmarks or not
and also to determine whether a form of double taxation occurs on death as a result of both
CGT and estate duty being levied. This is also deemed reasonable in the light of the

argument put forward by FISA based on the European Union wealth taxes report quoted

207 Davis Tax Committee 2015:56-58

208 Davis Tax Committee 2015:57

209 per the numbers given above, CGT collected from individuals in the 2013/14 tax year amounted
to more than 6 times that of estate duty (calculated as 7 / 1.102 = 6.35 times).

210 Roeleveld 2015:145

211 Department of National Treasury 2016a:50

212 Calculated as the latest CGT raised from individuals of R5,5 billion (Department of National
Treasury & SARS 2015:228) x 1.384 (as calculated in chapter 4.1.5) = R7,6 billion.

213 Department of National Treasury 2016b:xx

214 Calculated as 7.6 / 1070 x 100.
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by the DTC in their First Report which classifies wealth taxes as taxes due on the transfer

of assets regardless of whether income is realised?.

In this regard an estimated figure of total CGT collected on death will be determined

based on certain high-level assumptions in chapter 6.1.

Conclusion

From an analysis of the estate duty and wealth tax benchmarks discussed in the DTC’s
First Report it seems that the 1974 finding by Whalley?®, cited by the Katz Commission’s
Fourth Interim Report on Capital Transfer Tax of 199727, that capital taxes should not
materially exceed 15% in order to avoid significant avoidance and evasion and resultant

reduced effective tax yield, is still considered to be a relevant benchmark.

Given the newly proposed taxation of trusts alluded to in the 2016 Budget Review which
may result in trust assets being included as deemed property for estate duty purposes
together with the increased capital gains inclusion rate and the possibility of a progressive
estate duty rate being introduced, it remains to be seen if the overall taxation on assets on
death will tend to materially exceed this generally accepted benchmark or whether it will

remain within reason.

Relevant aspects of South African estate duty legislation

This section will highlight the salient aspects of current and proposed estate duty

legislation in South Africa as it relates to this research report.

Current estate duty legislation

Estate duty is currently calculated on the dutiable value of a deceased’s person’s estate at a
rate of 20%%8, The dutiable estate is the net estate less an abatement which is currently an
amount of R3,5 million?*®. The net estate is calculated as the market value of all property

and deemed property?? less deductions allowed?!,

215 Davis Tax Committee 2015:56; FISA 2015:11-12; Ernst & Young 2014:11
216 Whalley 1974:638

217 Katz Commission 1997: para 6.6(a)

218 First Schedule to the Estate Duty Act No. 45 of 1955

219 Section 4A of the Estate Duty Act

220 Section 3 of the Estate Duty Act

221 Section 4 of the Estate Duty Act

42



4472

Deemed property of an estate specifically includes any amounts or assets donated in terms
of a donatio mortis causa which was exempt from donations tax in terms of s 56(1)(c)?%.
Therefore a loan account or assets donated in terms of a donatio mortis causa would be

included in the deceased’s net estate and may be dutiable??®.

Any other property that was not included in the property or deemed property of a deceased
estate (such as, for instance, property held in a trust) but which the deceased was
immediately prior to his or her death competent to dispose of for his or her own benefit or
for that of his or her estate, would under the anti-avoidance provision of s 3(3)(d) of the
Estate Duty Act also be treated as deemed property of the estate and therefore potentially
dutiable.

Any bequests to the surviving spouse would be treated as a deduction from the net estate

per section 4(q) of the Estate Duty Act.

Prior to the commencement of capital gains tax on 1 October 2001, estate duty was levied
at 25%. The reduction to 20% coincided with the implementation of CGT to compensate
for the double tax exposure created when both CGT (initially established at a 25%
inclusion rate for individuals) and estate duty are levied on a deceased estate??.

If the full R3,5 million abatement was not utilised on the death of the first-dying spouse,
the unutilised portion is portable to the estate of the surviving spouse??. If the first-dying
spouse’s net estate value was Rnil (due to, for instance bequeathing all assets to the
surviving spouse and thereby receiving the s 4(q) deduction) then the last-dying spouse

will have a total abatement of R7 million available to be deducted from their net estate.

Proposed estate duty legislation changes

In the DTC’s First Report, the most prominent changes recommended were firstly an
increase in the s 4A abatement from R3,5 million to R6 million?%® and secondly the

proposed repeal or limitation of exempt inter-spousal bequests per s 4(q)’.

222 gection 3(3)(b) of the Estate Duty Act

223 The DTC report made a comment on p. 53 (Davis Tax Committee 2015) as if their
understanding of the treatment of an asset donated in terms of a donatio mortis causa agreement
was that such asset would fall outside the property or deemed property of a deceased estate, which
is clearly incorrect.

224 Davis Tax Committee 2015:57-58

225 Section 4A(2) and (3) of the Estate Duty Act

226 Davis Tax Committee 2015:64

221 Davis Tax Committee 2015:51
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In the First Report, it was recommended for the estate duty rate to remain at 20%2%.

Based on comments by Judge Dennis Davis, the recommendations likely to appear in the
Second Report still to be released will be a larger increase in the s 4A abatement to R15

million per estate and the introduction of a progressive estate duty rate??®. The estate duty
rate will be 20% up to a certain dutiable estate value (not yet disclosed) after which it will

be increased to 25%%%.

The 2016 Budget Review seemed to suggest changes to be made to s 3(3)(d) of the Estate
Duty Act (the anti-avoidance provision) in order for trust assets to be considered as
deemed property in the estate of the trust founder at his or her death if the founder funded

the trust by means of a loan account due by the trust to the founder?.

Conclusion

This chapter briefly discussed the salient aspects of current and proposed estate duty
legislation in South Africa as it relates to this research report in order to outline the basics

with regard to estate duty calculations which will be compared in the case studies.

Relevant aspects of South African trust law

This section will provide a brief summary of the relevant aspects of South African trust
law as it relates to this research report. This section does no purport to cover every aspect
of trust law matters but merely seeks to provide context for the case study scenarios to be
created as well as for the commentaries from professional bodies on the DTC’s First

Report’s recommendations with regard to trusts.

Sources of South African trust law

South African trust law has developed over the course of more than two centuries and can
be said to be a hybrid between English trust law (or common law) and Roman-Dutch law

concepts (or civil law concepts)?®223 or differently put, it is the incorporation into South

228 Davis Tax Committee 2015:64

229 Davis 2015

230 Davis 2015

231 Department of National Treasury 2016a:49
232 pace & Van der Westhuizen 2014:para B2
233 Cameron et al. 2002:23
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African law of the English trust as an institution as explained with reference to Roman-

Dutch law without incorporating the English law of trust itself?,

The Trust Property Control Act?®®, which came into force on 31 March 1989, replacing the
Trust Moneys Protection Act of 1934%%, furthermore regulates the registration and
administration of South African trusts®*” (as opposed to the formation of a valid trust
which is determined according to common law principles?®). This Act also provides
clarity regarding the separate position of trust property from that of a trustee’s own
estate?® (except in so far as the trustee is entitled thereto as a trust beneficiary), stipulates
certain statutory fiduciary duties of trustees?®® and contains other definitions and
stipulations regarding South African trusts. The Trust Property Control Act is, however,
not a codification of trust law but merely addresses certain specific issues?! and is only
applicable to trusts reduced to writing®*. The main source of South African trust law

remains embodied in common law principles established by the Courts over time?*.

Classification of South African trusts

Cameron et al. describes a trust as ‘a legal institution in which a person, the trustee,
subject to public supervision, holds or administers property separately from his or her
own, for the benefit of another person or persons or for the furtherance of a charitable or

other purpose’*.

Trusts can be classified along several lines:

e Time from when trust will take effect / manner of creation of trust:
o Atrust that only takes effect after the death of the founder is known as a
mortis causa trust?4,
= A mortis causa trust that is created by means of the will of a
deceased person is also known as a testamentary trust, which

means that after such trust comes into existence in the event of the

234 Honiball & Olivier 2009:2

235 Act 57 of 1988

23 pace & Van der Westhuizen 2014:para B2 & para B4.1
237 Honiball & Oliver 2009:10

238 Honiball & Oliver 2009:7-9

239 Section 10 and 12 of the Trust Property Control Act
240 gection 9 of the Trust Property Control Act

241 Honiball & Olivier 2009:14

242 Honiball & Olivier 2009:10

243 Honiball & Oliver 2009:10

244 Cameron et al. 2002:1

245 Honiball & Olivier 2009:4
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death of the testator, it becomes one of the heirs of all or of a
portion of the deceased founder’s assets?*®,
= A mortis causa trust can also be created in contemplation of the

founder’s death and will then be created by contract during his or
her lifetime but will only take effect in the event of their death. A
donatio mortis causa or donation in contemplation of death is
made by the testator or founder of this trust of his or her assets to
the trustees and the same requirements as that for making a valid
will should apply to such a donation agreement for such a trust to
be valid*’.

o A trust that takes effect from the time of its creation for a period which
will be both during and most often also after the lifetime of the founder, is
known as an inter vivos trust?48.249,

= Aninter vivos trust is created by contract. Assets are transferred
to an inter vivos trust during the founder’s lifetime and further
assets may be bequeathed to such a trust at the time of the
founder’s death without affecting its definition as an inter vivos
trust?®,
Ownership of and control over trust property: In s 1 of the Trust Property
Control Act, the two broad types of trusts are defined as follows:

o Firstly, trusts where the ownership and control of the trust property vests
in the trustees (para (a) of the definition of ‘trust’ and also known as the
narrow definition of a trust); and

o Secondly, where the ownership of the trust property vests in the
beneficiaries but is controlled by the trustees (para (b) of the definition of
‘trust’ and also known as a bewind trust or the wide definition of a
trust)®,

The narrow or strict definition of a trust per the para (a) definition originated from
English trust law whereas the bewind trust originated from the Roman-Dutch law

concept of administration®2253,

246 pace & Van der Westhuizen 2014:para B3

247 pace & Van der Westhuizen 2014:para B3

248 pace & Van der Westhuizen 2014:para B3

249 Honiball & Olivier 2009:4

250 pace & Van der Westhuizen 2014:para B3; De Koker & Williams 2015:para 12.19
251 Pace & Van der Westhuizen 2014:para B4.1

252 Cameron et al. 2002:6-7

253 pace & Van der Westhuizen 2014:para B3
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¢ Nature of rights of beneficiaries to income and/or capital of the trust: The
vesting of either income or capital from a trust in a beneficiary will have income
tax consequences for beneficiaries and a distinction can be drawn in the manner in
which beneficiaries acquire such vested rights as follows:
o Vested trust: Even if ownership of the trust assets vests in the trustees
(that is, a para (a) trust per the Trust Property Control Act definition of
‘trust’ discussed in the previous point), the beneficiaries may still have
vested rights to the income or capital of the trust if the trustees have no
discretion as to whether to distribute income or capital to them. Such a
trust will then also be classified as a vested trust. This is distinct from the
bewind trust discussed in the previous point (where ownership of the trust
assets vests in the beneficiaries from the start).
If a beneficiary with vested income rights passes away before the income
accrues to him or her, his or her deceased estate will acquire the right to
such income. Beneficiaries with vested capital rights will have certainty
that the trust assets will be distributed to them once the trust comes to an
end.?4 Even if the trust is regarded as a vested trust, it does not
necessarily mean that beneficiaries are immediately entitled to trust
income or capital, that is, having a vested right does not mean that actual
cash or assets will be distributed to beneficiaries as the vested income
may be capitalised by the trustees only to be enjoyed by beneficiaries at
some point in the future?®.
A vested trust may have different income tax consequences for the
beneficiaries than that of a discretionary trust in so far as the timing of any
tax liability is concerned. Being a beneficiary of a vested trust will also
have an estate duty consequence as any vested assets will be included in
his or her estate on death, which will not be the case for a beneficiary of a
discretionary trust (if no assets or income have been distributed by the
trustees to such beneficiaries).
A vested trust may be created inadvertently by using inappropriate
wording in the trust deed which may not match the intention of the
founder.

o Discretionary trust: If the timing and amount of trust income or capital

distributed to beneficiaries is within the sole discretion of the trustees

254 Honiball & Olivier 2009:5
255 Honiball & Olivier 2009:6
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(apart from the fact that beneficiaries may have been classified as either
income or capital beneficiaries by the trust deed) such a trust will be
classified as a discretionary trust. A discretionary right held by such
beneficiaries means that they have no right to ownership of the trust
property but it does not mean that they have no right whatsoever to
income or capital either®®, They do, however, only have a mere hope or a
spes to such income or capital®’ and as such their rights are of a personal
nature®%,

Income tax consequences will only arise for discretionary beneficiaries
when the trustees vest income or capital in them by exercising the
discretion conferred on the trustees by the trust deed to do s0?°.

If any loan account is due to a beneficiary by the trust at the time of death
of the beneficiary, such loan account amount will be included in the estate
of the beneficiary for estate duty calculation purposes.

e Obiject of trust:

@)

A personal trust is a trust where the object of a trust is the benefit of a
defined individual or group of individuals as in the case of typical family
trusts with named beneficiaries and the possible inclusion of their
descendants as future beneficiaries?®.

An impersonal trust is a trust where the object of the trust is the benefit of
beneficiaries that are not predefined individuals but could be individuals
belonging to a specific community or a group of individuals with specific

needs as in the case of charitable trusts®*.

e Tax classification of trust: The next sub-section will discuss the taxation of trusts

in greater detail but the different tax classifications could also be used to

distinguish different types of trusts from each other:

O

A trust that does not fall within any of the special trust definitions below —
this is the default classification of any trust.
A special trust is defined in s 1 of the Income Tax Act and applies,

broadly speaking, to any one of the following situations:

256 Honiball & Olivier 2009:6-7

257 Honiball & Olivier 2009:6

258 Honiball & Olivier 2009:23

259 Honiball & Olivier 2009:4; De Koker & Williams 2015:para 12.19

260 pace & Van der Westhuizen 2014:para B3

261 pace & Van der Westhuizen 2014:para B3; De Koker & Williams 2015:para 12.19
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= Para (a) special trust: A trust solely for the benefit of a disabled
person(s) as defined while such person(s) is/are still alive — this
trust may be in the form of a testamentary or an inter vivos trust.

= Para (b) special trust: A testamentary trust only that is for the
benefit of living relatives of the deceased where at least one such
beneficiary is a minor (that is, where the youngest relative is
under the age of 18 years) — this definition therefore does not
apply to inter vivos trusts with minors as beneficiaries.

o Note that a special trust may cease to be so defined if either the last
disabled beneficiary in the case of a para (a) special trust dies or the
youngest beneficiary in a para (b) special trust turns 18 years of age. The
special tax dispensation available to such trusts (see discussion below)
will therefore cease at that time and the taxable income of these trusts will
then be taxed at 41%2% like any ordinary trust.

e Purpose of trust:

o A trust where the main or substantial aim of the trust is to conduct a
business is known as a trading or business trust but such trusts are treated
in all respects the same as ordinary trusts, including the regulation and
taxation thereof?®® (in some countries trading trusts may be classified and
taxed as companies®®*).

Examples of so-called private trading trusts are where agricultural land is
transferred to a trust in order to avoid the prohibition on the subdivision of
agricultural land into uneconomic units®®, also investment trusts or, more
specifically, property-holding trusts (that is, where immovable property is

held in trust)?®® among others.

Validity of trusts vs. trust abuse and the relevant tax consequences

One of the essentials of a valid trust is that the trust property be defined with sufficient
certainty. If this is not the case, the trust will be rendered invalid®®’. An inter vivos trust is

typically created by the making of a small donation by the founder to the trustees®®® (for

262 The tax rate for taxable income in trusts for the 2015/2016 year of assessment is 41% (Rates and
Monetary Amounts and Amendment of Revenue Laws Act 2015).

283 Honiball & Olivier 2009:304

264 Honiball & Olivier 2009:305

265 That is, without ministerial consent as per the Subdivision of Agricultural Land Act No 70 of
1970.

266 Honiball & Olivier 2009:306-7

267 pace & Van der Westhuizen 2014:para B8.3

268 pace & Van der Westhuizen 2014:para B9.2.2
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instance, of R100). The founder must furthermore be actually divested or bound to divest
him- or herself of at least a part of the legal proprietary power over the trust property?®® for
a valid trust to be formed?’® and have the intention to form a trust as such (as opposed to,

for instance, forming a partnership or other legal entity)?*22,

There are several other essentials for a valid trust to be formed (for instance, the trust
object must be lawful) but even if a valid trust has been formed, certain abuses of the trust
and trust assets may still cause the Court to look behind the trust veil without the trust

itself being rendered a sham or invalid trust?’327,

Such abuses may include treating the trust as a so-called alter ego trust where the founder
or other parties who have transferred assets from their personal estates to the trust retain
control over these assets either through any provisions in the trust deed (for instance,
through controls over trustees and positive veto rights over decisions made by trustees
which will constitute de jure control) or, more definitively, through conduct (that is, not
treating the trust assets as separate to their own estates which will constitute de facto
control)?75276277  Any control retained and exercised over trust assets by the founder in his
or her capacity as co-trustee must be done in a manner that is in the best interests of all the

beneficiaries and not only in the founder’s own best interests?’s.

If it can be shown that a founder retained control over trust assets then such assets may be
deemed to form part of the founder’s estate for purposes of, for instance, determining the
amounts due in divorce orders or in disputes with creditors or insolvency cases as was
seen, for instance, in the court cases of Jordaan v Jordaan®®, Land and Agricultural Bank
of South Africa v Parker®® and First Rand Limited trading, inter alia, as First National

Bank v Britz and others®®.

If a founder retained control over trust assets as if these were his or her own there could

also be estate duty consequences on the death of the founder. Per s 3(3)(d) of the Estate

269 Cameron et al. 2002:6

210 Honiball & Olivier 2009:248

211 pace & Van der Westhuizen 2014:para B8.1

272 Khabola NO v Ralitabo NO unreported OFSPD case no. 5512/2010
213 \an der Westhuizen 2015:142

274 Van Zyl NNO & another v Kaye NO 2014 (4) SA 452 WCC at para 16; confirmed in WT and
others v KT [2015] JOL 32977 (SCA) at para 31 footnote 5

275 Honiball & Olivier 2009:249-251

276 \/an der Westhuizen 2015:153

217 See also Badenhorst v Badenhorst 2006 (2) SA 255 (SCA) at para 9
278 Honiball & Olivier 2009:248-9

219 2001 (3) SA 288 (C)

280 2005 (2) SA 77 (SCA) at para 37.3

261 12013] JOL 29875 (GNP)
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Duty Act®2, if it can be shown that the deceased was, immediately prior to his or her death
competent to dispose of the trust assets for his or her own benefit or for the benefit of his
or her estate then such property will be deemed to be property of the deceased for estate
duty purposes. Section 3(5)(a) states that, for purposes of s 3(3)(d), the word ‘property’
includes the profits of any property and in s 3(5)(b) the phrase ‘competent to dispose of
property’ is determined to mean that the deceased either had the power to appropriate or
dispose of such property as he or she saw fit by any manner (in the case where he or she
was sui juris)?® or if, under any deed of donation, settlement, trust or other disposition
made by him or her, the power to revoke or vary the provisions of such deed relating to

such property was retained by him or her?#,

If s 3(3)(d) can be shown to apply, such trust property could attract 20% estate duty on the
market value of such assets (depending on whether the inclusion of the trust assets causes
the net estate of the deceased to exceed the estate duty abatement amount of R3,5

million)2,

It should be noted that any remaining loan account amounts held by the founder which is
still owed to him or her by the trust at the time of the founder’s death would be an asset in
the founder’s estate which would attract estate duty at 20%. Even if such a loan account is
donated back to the trust in the event of the founder’s death by means of a donatio mortis
causa (which would be exempt from donations tax per s 56(1)(c) of the Income Tax Act)
such loan account would still be deemed property included in the founder’s estate for
estate duty purposes per s 3(3)(b) of the Estate Duty Act as a result of this donations tax

exemption.

Legal nature of trusts

According to a decision made in CIR v Friedman NO?* a trust possesses no legal or
juristic personality in South African law?’. A trust would therefore not have been

considered to be a taxable entity were it not for the amendment to the definition of

282 No 45 of 1955

283 Section 3(5)(b)(i) of the Estate Duty Act

284 gection 3(5)(b)(ii) of the Estate Duty Act

285 per current estate duty legislation as discussed in the previous chapter
285 1993 (1) SA 353 (A)

287 Cameron et al. 2002:68
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‘person’ in s 1 of the Income Tax Act?®® in response to the above decision?®. The

definition of ‘person’ now specifically includes ‘any trust’ in para (c) of that definition.

It can therefore be said that in South African law a trust does not have juristic personality

except if given such status by statute?®°.

In CIR v Macneillie’s Estate®®* it was held that a trust is also not a taxable entity for estate
duty purposes in the case where the ownership of the trust assets is conferred on the
trustees (that is, in the case of a discretionary trust but not a bewind trust)?®2, A trust is also

defined as a ‘juristic person’ in several other acts, including the Companies Act?%2%4,

It was also noted in both Cameron et al. (2002:72) and in Pace & Van der Westhuizen
(2014:para B5.1) that ‘The fact that a trust, though a legal entity for some purposes, does
not possess juristic personality outside statute, does not, in practice, create too many
difficulties, since the relevant assets and liabilities are vested in the trustee, who is either a
natural or juristic person and who possesses all the capacities needed for the proper

administration of the trust’.

Conclusion

This chapter briefly highlighted relevant aspects of South African trust law as it relates to
this research report in order to provide context for the case study scenarios that will be
constructed as well as for the comments submitted by professional bodies on the DTC’s

First Report’s recommendations with regard to trusts that were discussed elsewhere?%.

The taxation of trusts

This chapter will summarise the current legislation with regard to the taxation of trusts in
order to provide context for the tax calculations to be performed in the case studies as well
as to provide context for the commentaries by professional bodies on the DTC’s First

Report’s recommendations with regard to the taxation of trusts?®®. As with the previous

288 As amended by s 2(1)(b) of Act 129 of 1991

289 The original decision which held that a trust was not a person was done in Friedman NO v CIR
1991 (2) SA 341 (W) and the legislative changes were made in response to this court case, which
decision was confirmed by the Appellate Division in CIR v Friedman NO cited above.

2% Cameron et al. 2002:69

2911961 (3) SA 833 (A)

292 Cameron et al. 2002:67

293 No 71 of 2008

2% pace & Van der Westhuizen 2014:para B5.1

2% See chapter 4.8

2% See chapter 4.8
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4.6.2

chapter, this chapter does not purport to cover every aspect of trust taxation but will

merely act as a high-level summary of salient matters as it relates to this research report.

Nature of income received from a trust

With regard to the nature of income received from a trust, the conduit principle, as laid
down in Armstrong v CIR?*" and SIR v Rosen®®, will apply. In these court cases it was
held that income passing through a trust retains its identity and the trust acts merely as a
conduit pipe through which income flows?®. This means that, generally speaking,
dividends received by a trust and distributed to a beneficiary will be taxed as dividends in
the hands of the beneficiary and the same would apply to distributions to beneficiaries

from interest, capital gains or ordinary income such as rental income received in the trust.

The notable exceptions to the common law conduit principle apply, firstly to local
dividends received by a trust that is distributed to a beneficiary as an annuity which, in
terms of s 10(2)(b) of the Income Tax Act, will not enjoy the local dividend exemption of
s 10(1)(k) in the hands of the beneficiary®®. The second exception applies to dividends
received by a company in consequence of the exercise of a discretionary power by any
trustee of a trust (that is, where the company is a beneficiary of such trust) which would
also not enjoy the local dividends exemption per para (ee) of the proviso contained in s
10(1)(k) and the dividend would therefore be subject to normal tax in the company. In the
latter case, however, if the trust vests the dividend in the company in the same year of
assessment that it was received by the trust per s 25B(1) and (2), then such company will
be deemed to be the beneficial owner of the dividend and the exemption of dividend

withholding tax under s 64F(1)(a) will apply to such vested dividend amounts®2,

Taxation of income received in a trust or received by beneficiaries from a trust

In a vesting trust, both ownership and control of the trust property vests in the trustees but

they would not typically have discretion over whether income or capital amounts are to be

2971938 AD 343

298 1971 (1) SA 172 (A)

29 pace & Van der Westhuizen 2014:para B21.2.1; De Koker & Williams 2015:para 12.25

300 De Koker & Williams 2015:para 12.26

301 Dividends tax would have been withheld or paid on the date the dividend was originally deemed
to have been ‘paid’ for dividends tax purposes because the trust had not at that time vested the
dividends in the beneficiary. Accordingly, if the dividend is subsequently vested in a beneficiary
that is exempt under s 64F(1) or s 64FA(1)(a) within the same year of assessment in which the
dividend was received by or accrued to the trust, then the trust may claim a refund under s 64L or s
64M from the company paying the dividend or from the regulated intermediary per Binding Private
Rulings 118 (14 May 2012), 125 (25 October 2012) and 129 (10 December 2012) (South African
Revenue Service 2015a:39 at para 2.3.1).
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distributed to beneficiaries as they would already have vested rights in the income and/or
capital as determined by the trust deed®2. As a result, all vested income and capital may
be taxable in the hands of the beneficiaries®® (subject to the attribution rules contained in

the Income Tax Act as discussed below).

In a bewind trust, as ownership rests with the beneficiaries, each beneficiary will be liable
for the tax due on such trust property (income tax and CGT) from the inception of such a

trust but also subject to the attribution rules.

In a discretionary trust the beneficiaries will only obtain a vested right to any income or
capital when such amounts are distributed to them as a result of the trustees exercising
their discretion as conferred upon them by the trust deed in this regard®®. If a trustee has
the discretion about how and also about whether or how much income or capital to
distribute to beneficiaries from a trust, then such beneficiaries have a contingent right to
income or capital only®%, A mere contingent right is not generally subject to tax nor does

it form part of a beneficiary’s estate for insolvency or estate duty purposes®,

A discretionary trust may also contain some elements of a vesting trust if, for example,

some beneficiaries have vested rights to capital but contingent rights to income3’.

The tax liability amount as well as the determination of which taxpayer is liable for tax on

income received in a trust will, however, depend on several factors®® such as:

e The provisions laid down in the trust deed with regard to the type of income rights
given to beneficiaries and whether trustees are given discretionary powers or not;

e The manner in which the trust was funded (whether by donation to the trust by the
founder or by another donor, by sale of assets to the trust or by loans made to
trusts);

e In the case of the trust being funded by donation, whether the donor is still alive or

not;

302 Honiball & Olivier 2009:5

303 De Koker & Williams 2015:12.19

304 pace & Van der Westhuizen 2014:para B21.3.1; De Koker & Williams 2015:12.19

305 Honiball & Olivier 2009:75

306 Cameron et al. 2002:558 citing among other cases Hilda Holt Will Trust v CIR 1992 (4) SA 661
(A) and Burger v CIR 1956 (1) SA 534 (W).

%7 Honiball & Olivier 2009:75

308 pace & Van der Westhuizen 2014:para B21.2.2
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e |f the donor is still alive,

o whether the beneficiaries obtaining vested rights to income are minors or
majors (that is, whether these beneficiaries are younger than 18 years or
not);

o whether there are any conditions attached to beneficiaries receiving
benefits (for instance, only obtaining benefits from a certain age
onwards);

o whether the trust is an offshore trust or a South African resident trust;

o Wwhether other persons are involved in schemes envisaged by subsections
7(2), 7(4), 7(6) or 7(7).

o Regardless of the manner of funding, whether income is distributed to

beneficiaries or retained in the trust in any given year of assessment.

The amount of tax payable would depend on whether the taxpayer is an individual (that is,
either the founder, donor or an individual beneficiary), a company (which could also be a
beneficiary) or the trust itself as different tax rates would apply to each of these types of

entities. A comparison of the tax rates applicable can be found in Table 1 in chapter 4.7.5.

The taxpayer could, generally speaking®®, either be the founder of or donor to the trust,
the trust itself (with the trustees being liable as representative taxpayers on behalf of the

trust) or the beneficiaries of the trust®,

The liability for tax on income received in a trust or received by beneficiaries from a trust
is governed by s 25B of the Income Tax Act, which effectively codifies the common law
conduit principle discussed above. The provisions in this section are, however, subject to
the anti-avoidance provisions or attribution rules of s 7 of the Income Tax Act. The
liability for tax on capital gains realised in a trust or received by beneficiaries from a trust
is again governed by para 80 of the Eighth Schedule to the Income Tax Act, which
paragraph is also subject to the capital gains attribution rules contained in paras 68, 69, 71
and 72 of the Eighth Schedule.

The attribution rules in section 7 and paras 68, 69, 71 and 72 of the Eighth Schedule do
not only apply to trusts but have a wider application. The discussion below regarding these

provisions will, however, only relate to the specific application thereof to trusts.

309 The taxpayer could also be other persons where s 7(4) may find application.
310 pace & Van der Westhuizen 2014:para B21.2.2
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4.6.3

Section 25B - conduit principle for income (trust-specific provision)

Section 25B(1) states that any amount received by or accrued to or in favour of a trust (or
more correctly, to any person acting in the capacity as trustee of a trust) during any tax
year shall, subject to the provisions of s 7, to the extent to which such amount has been
derived for the immediate future benefit of any beneficiary who has a vested right to that
amount during that tax year, be deemed to be an amount accrued to such beneficiary, and
to the extent to which that amount is not derived for the benefit of a beneficiary with

vested rights, be deemed to be an amount which has accrued to the trust in question®!,

Vested income is therefore taxed in the hands of the relevant beneficiary (unless section 7
applies, in which case it would be taxed in the hands of the donor) and income not vested
in any beneficiary is taxed in the trust. In the case of discretionary trusts, per s 25B(2),
amounts will only be deemed to have accrued to a beneficiary in any tax year if the
trustees exercised the discretion vested in them by the trust deed to distribute amounts
received by or accrued to the trust in that tax year to a beneficiary in that same tax year,

otherwise it is taxed in the trust3!2,

Amounts that were deemed to have accrued to the trust and were taxed in the trust in any
tax year and then distributed to beneficiaries in subsequent tax years will therefore be
treated as capital distributions to beneficiaries in those years and not taxed again as
income in the hands of the beneficiaries®3314315If such future distributions are, however,
made in the form of an annuity these will be included in a beneficiary’s gross income as
annuities are specifically included in para (a) of the definition of ‘gross income’ in s 1 of

the Income Tax Act.

Distributions from foreign or non-resident trusts to resident beneficiaries of income that
are made in the same year as when such amounts were received in the foreign trust will

similarly be governed by s 25B(1) and (2) as discussed above.

Distributions out of capitalised income of non-resident trusts will, per s 25B(2A), be
included in the ‘income’ of the resident beneficiaries if the trust capital arose from any
receipts and accruals of the non-resident trust which would have constituted ‘income’ as
defined if the trust had been a resident in any previous tax year during which that resident

had a contingent right to that amount, and if that amount has not been subject to tax in

311 De Koker & Williams 2015:para 12.21

312 De Koker & Williams 2015:para 12.21

313 Meyerowitz 2008 at para 16.139

314 Clegg & Stretch 2015 at para 17.3

315 Estate Dempers v SIR 1997 (3) SA 410 (A)

56



4.6.4

South Africa in terms of the Income Tax Act®!®, This means that the conduit principle is in
effect applied retrospectively at the time when distributions from a foreign trust make its

way into the hands of resident beneficiaries.

Per s 102(a) of the Tax Administration Act®!” the beneficiaries will bear the burden of
proving that the amounts so received are exempt or partially exempt (for instance, if such
amounts are distributed from foreign dividends received in the trust) and therefore they
would need the support of the trustees of the offshore trust to keep record of the amounts
of, for instance, foreign dividends included in the capitalised income of the foreign trust in
order to assist the beneficiaries to discharge their burden of proof in this regard*!e.

The treatment of deductions and allowances in the trust related to income distributed to
beneficiaries is governed by s 25B(3) to (7) but these provisions will not be discussed

further for the purpose of this study.

Section 7 — attribution principle for income (not specific to trusts but an anti-avoidance

provision with regard to any donations made)

If a founder donated assets to a trust®!° (as opposed to, for example, selling the assets or
lending amounts to the trust) and any income or capital gains®?° derived from such
amounts vest in or are distributed to minor beneficiaries, or the amounts to be received by
beneficiaries are subject to a condition to be fulfilled or to the occurrence of an event (for
instance, the attaining of a specific age), or the donation is made to a foreign resident or
foreign trust®? then such income or capital gains will be deemed to be the income or gains

of the donor and not that of the beneficiary, should the donor still be alive.

The provisions in s 7 will first be applied before the provisions in s 25B may be applied®?2.

If the donor has passed away, the provisions of s 7 cannot apply and the taxation of such

316 Honiball & Olivier 2009:76-77

317 No 28 of 2011

318 Mitchell 2006

319 Note that donations tax of 20% of the donation amount exceeding the annual R100,000
donations exclusion would be payable by the donor in the year such donations are made.

320 See also chapter 4.6.6 for attribution of capital gains.

321 Only subsections 7(3), 7(5) and 7(8) are discussed in the text above as these are the more
common applications of the attribution rules contained in s 7 with respect to trusts. The attribution
of income to the donor can, however, also take place in the event of other situations as envisaged in
s7(1), 7(2), 7(4), 7(6) and 7(7) which are not discussed in the above text in detail and may either
not be often encountered in relation to trusts or are deemed of less importance with regard to
determining the tax consequences in relation to trusts.

322 per s 25B(1) of the Income Tax Act
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4.6.5

amounts would be in the hands of the beneficiaries with vested rights to such income
regardless of their age or the other provisions contained in s 7.

Paragraph 80 — conduit principle for capital distributions (trust-specific provision)

Sub-paragraph 80(1) of the Eighth Schedule to the Income Tax Act regulates the treatment
of capital gains realised when a trust asset vests in a trust beneficiary and states that the
capital gain of such a distribution will be added to the aggregate capital gain or loss of the
beneficiary, not the trust.

Sub-paragraph 80(2) regulates the treatment of the distribution of a capital gain itself
when trustees sell a trust asset and distribute the profits of that sale (which will include the
capital gain amounts) to a trust beneficiary in the same tax year as when the capital gain

arose in the trust (that is, when the asset was disposed of).

The above two sub- paragraphs are both subject to paragraphs 68, 69, 71 and 72 of the
Eighth Schedule, which mirror the attribution rules with regard to income contained in s 7
of the Act. Furthermore, as the trust and its beneficiaries are ‘connected persons’ as
defined in s 1 of the Income Tax Act, para 38 of the Eighth Schedule (with regard to
disposals between connected persons not at an arm’s length price) may also be
applicable®?, For the calculation of the capital gain with regard to the distribution of an
asset by a trust to a beneficiary, the proceeds to be used will be the market value of the
asset (para 38(a)) at the date of the distribution. The base cost of that asset for calculating
capital gains on its eventual disposal by the beneficiary will similarly be equal to the

market value at the date of the distribution (para 38(b)).

It should be noted that the use of the word ‘trust’ in the wording of sub-paragraphs 80(1)
and (2) is taken to refer to both resident and non-resident trusts. Furthermore, the use of
the defined phrase ‘capital gain’ in the wording of the above two sub-paragraphs has the
effect that, in relation to assets disposed of in non-resident trusts or capital gains realised
on assets and distributed to resident beneficiaries in the same tax year, only amounts that
are deemed capital gains with respect to non-residents (as the trust is non-resident) will be
included in the beneficiaries’ aggregate capital gain or loss. Capital gains in relation to a
non-resident is defined in para 2(1)(b) of the Eighth Schedule as South African immovable
property or an interest or right in such property and assets attributable to a permanent
establishment in South Africa.

323 Honiball & Olivier 2009:131
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These provisions therefore have limited application for including amounts distributed to
resident beneficiaries from the sale of assets held in a foreign trust, in the hands of those
resident beneficiaries, if distributed in the same tax year as when they arose (either
through vesting of the asset or sale of the asset in the trust). The sale or distribution of any
asset held in the foreign trust that is not a South African fixed property or interest therein
or an asset of a South African permanent establishment (that is, all other assets like South
African and foreign shares or foreign properties held in the trust) will therefore not be
treated as a capital gains event in the hands of the resident beneficiary if distributed to
them in the same tax year®?,

If assets like South African and foreign shares and foreign properties were held in the
name of the resident beneficiaries themselves, the capital gains on the sale of these assets
would have been included in their taxable income as residents are taxable on their

worldwide income3®,

Sub-paragraph 80(3) deals specifically with capital gains vested in resident beneficiaries
from non-resident trusts and even though the wording mirrors s 25B(2A), which speaks to
the treatment of vested income from non-resident trusts, and as such will result in treating
capital gains distributed from such a trust as if such a trust had been a resident (that is,
disposal of all assets will fall into the tax net and not only the restricted set of assets listed
in para 2(1)(b) for non-residents), this sub-paragraph only deals with distributions made in
tax years subsequent to the one in which the capital gain had been realised in the trust. The
attribution of capital gains which arise in and is vested in the same tax year is therefore not

addressed by this sub-paragraph32°.

Paragraphs 69, 70, 71 and 72 — attribution principle for capital gains (not specific to

trusts but an anti-avoidance provision with regard to any donations made)

Similar in wording to the sub-sections of s 7 of the Income Tax Act, these paragraphs will
find application to trusts with regard to capital gains realised in the trust, whether such
gains are vested in beneficiaries or not, if the founder has donated any assets to the trust
(as opposed to an outright market-related sale of such assets to the trust). If the donor is
still alive then these paragraphs may cause capital gains to be included in the donor’s

aggregate capital gain or loss regardless of whether such gains remained in the trust or

324 Honiball & Olivier 2009:130 and supported by the SARS CGT Guide at para 14.11.2 and
14.11.8 (South African Revenue Services 2015c:446,457)

325 Per the definition of ‘gross income’ in s 1 of the Income Tax Act

326 gouth African Revenue Service 2015¢:457 at para 14.11.8
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4.7

4.7.1

were vested in beneficiaries where these beneficiaries are minors, or where the capital gain

was subject to conditional or revocable vesting or vested in a non-resident.

As s 7 can apply to both income and a capital gain, para 73 provides relief by limiting the
total amount of the income that is deemed to accrue to the donor and the capital gain
attributed to him, to the amount of the benefit derived from the donation, settlement or
other disposition so that normal tax is not payable on both the deemed income and the

capital gains as a result of the same donation®?’.

Conclusion

This chapter provided a high-level summary of the current trust taxation legislation in
order to provide context for the tax calculations in the case study scenarios, for the
discussion regarding tax consequences of certain manners of interaction with trusts in the
next section, for the comments submitted by professional bodies on the DTC’s First
Report’s recommendations with regard to trusts that will be discussed thereafter as well as
for the new recommendations discussed by Judge Davis to be contained in the Second
Report and those contained in the 2016 Budget Review.

Tax consequences of certain manners of interaction with trusts

This section will discuss some of the tax consequences (estate duty, donations tax and
income tax) for taxpayers when interacting with South African and offshore trusts in
certain ways in order to provide background and an understanding of the context in which
the recommendations of the DTC’s First Report were made, for the comments submitted
by professional bodies on the DTC’s First Report and for the new recommendations
discussed by Judge Davis to be contained in the Second Report and those contained in the
2016 Budget Review.

Testamentary and donatio mortis causa trusts

Neither a testamentary trust nor a donatio mortis causa trust can be said to be entered into
for the purpose of estate duty avoidance by the founder as these trusts only take effect on
the death of the founder. When the founder passes away, all assets to be transferred to
such trusts will first form part of his or her estate and estate duty will be levied on the
value of the founder’s net estate (assuming no other trust structures exist). As the founder

will be deemed to have disposed of all his or her assets on death, CGT will also be levied

327 De Koker & Williams 2015:para 24.131
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on any capital gains on death prior to moving such assets at a base cost equal to the market
value on the date of death to the above types of trusts. No CGT rollovers®?® will apply if
all assets are transferred to such a trust and therefore the maximum amount of CGT will be

due (less the capital gains exemption of R300,000 available in the year of death).

Beneficiaries of testamentary or donatio mortis causa trusts (other than the founder)
however may be seen to obtain an estate duty advantage if the majority of their total
wealth at their respective deaths is represented by the trust assets not yet distributed to
them. Any distributed amounts vesting in the beneficiaries would be taxable in their hands
for income tax and CGT purposes in the year that such distributions are made by the
trustees. If distributed capital assets are still in the possession of a beneficiary at the time

of their death, then these assets may also attract both estate duty and CGT on death.

If a restructuring of the assets in these trusts are required in the future, for instance if it
becomes necessary because of administrative and family relationship management
purposes, for trust assets held in the single testamentary trust to be split between
beneficiaries and distributed in equal shares to new trusts for the benefit of each of the
individual beneficiaries, CGT will be payable on such restructuring transactions (the

payment of which will require a cash flow transaction).

Reasons for transferring assets to an inter vivos trust apart from perceived tax savings

Although the DTC contends that inter vivos trusts are mainly used for purposes of
reducing estate duty on death and for other tax advantages, individuals move assets that
are currently held in their personal name to an inter vivos trust for various non-tax-related

reasons®?®, some of which are discussed below:

e Protection of assets against third parties
o For instance, where an individual is in a profession where a risk exists of
personal liability lawsuits being brought against such an individual (for
example, medical doctors, lawyers, engineers, financial and investment
advisors and others) such individual might consider moving assets, like
the primary residence, outside of his or her personal estate into a trust
where it would be protected against any such legal action.

o Protection against divorce claims

328 For instance the CGT rollover for transfer of assets between spouses (para 67 of the Eighth
Schedule to the Income Tax Act).
329 Foster et al. 2015:5,7; FISA 2015:5 (para 2.6.4)
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o Protection against creditors for entrepreneurs or directors (similar
considerations as for individuals in a profession with a risk of personal
liability lawsuits)

e Preserving wealth for future generations

o Rather than bequeathing accumulated family wealth directly to children,
who may be young and inexperienced but also at risk of being taken
advantage of by for instance a spendthrift spouse, such wealth could be
better preserved if placed in trust for such children with distributions
being controlled by and made at the discretion of the trustees of such trust.

e Providing for the care and maintenance of elderly, minor or disabled family
members

o Such persons may equally be unable to manage their own financial affairs
and could be at risk of being taken advantage of by outside parties.

e Holding assets subject to limited ownership regulations

o Agricultural land may not be subdivided®*® and can therefore only be held
in the name of a single entity. A trust is therefore commonly used if the
agricultural land is operated for the benefit of multiple persons.

o Orderly succession of assets and income to surviving family members on the
death of the founder

o The process and time it takes to wind up a deceased estate may result in
surviving family members suffering hardship due to income-generating
assets being frozen until the executor is able to finalise the deceased
estate. Due to the formalities prescribed and the possibility of any issues
arising which may delay the finalisation of the deceased estate, there may
be a significant time delay before surviving family members gain control
and access to income-producing assets which may cause hardship to them
or be detrimental to the efficient income-producing ability of any business
enterprise forming part of the deceased estate (for instance, a farming
concern). If such assets or business concerns are contained within a family
trust, the death of the founder will not affect the trustees’ ability to
continue managing the assets and business concerns within the trust or
their ability to distribute any income for the benefit of the beneficiaries.
Beneficiaries are therefore less likely to suffer hardship due to the

untimely death of the founder and owner of the family wealth if such

330 Section 3(a) of the Subdivision of Agricultural Land Act, No. 70 of 1970
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4.7.3

wealth is contained within a family trust rather than held in such a

person’s personal estate.

Many trust specialists will strongly advise against any individual to form a trust merely for
the perceived tax advantages®! as this may place the validity of the trust at risk or open up
such trust arrangement to the risk of certain abuses occurring which could have negative
consequences for the founder regarding asset protection and the tax due related to such

assets®3?,

Different manners of transferring assets to South African trusts — donations vs. loan

accounts

A founder or other party may transfer assets from their own estates to that of the trust in

one of the following ways:

e Donate asset to trust:

o The consequences are that donations tax will be levied at 20% of the
market value of the donation that exceeds the R100,000 annual tax-free
limit available to individuals®®,

o The attribution rules of s 7 of the Income Tax Act may be applicable to
any distributions made from such donated amounts for the duration of the
founder’s lifetime. This could result in distributions made to certain
beneficiaries being taxable in the hands of the donor33,

o Subsequent distributions from the trust may also be kept on loan account
due to the founder and other beneficiaries (see next subsection for detailed
discussion) in which case such loan accounts will also be included in the
respective beneficiaries’ estates on death and liable for estate duty.

o The upfront donations tax payment on the initial estate value should be
compared with the estate duty saving of not paying estate duty on the
market value of the assets on death (also levied at 20% of the net dutiable
estate after the s 4A abatement, currently at R3,500,000).

331 Foster et al. 2015:5 (para 2.2)

332 See discussion under chapter 4.5.3

333 Sections 54 to 64 of the Income Tax Act

334 Refer chapter 4.6.4 for a discussion in this regard.
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o Sell asset at market value to trust and amount due by trust to founder remains
outstanding on loan account:

o Assuming that a newly formed trust will have little or no cash available,
the founder may sell the assets at market value to the trustees (which
means that no donation or gratuitous disposal has taken place hence no
donations tax will be due) but agrees with the trustees to leave the amount
due to him or her outstanding on loan account. This loan account will be
an asset in their personal estate but as an interest-free loan account it will
remain at the same value as when the sale was done and any growth in
market value of said assets will remain outside of his or her personal
estate®®.

o CGT will be due by the founder on the sale of the assets to the trust at the
market value on date of transfer (other taxes, like transfer duty in respect
of immovable property may also be payable at this time).

o Regardless of other movements in the founder’s loan account over the
years following the inception of the trust (see next subsection for a
detailed discussion), the remainder of the loan account on the death of the
founder will be an asset in his or her estate which will be liable for estate
duty at 20% of the net estate exceeding the current s 4A abatement of
R3,500,000%%¢,

o The value of the remainder of the loan account on death is however likely
to be significantly less than the market value of the assets now held in the
trust which will result in an estate duty saving (since more estate duty
would have been due if the market value of the assets on death were

dutiable in the founder’s estate).

Regardless of whether assets are transferred to a trust via a donation or via a sale on loan
account, the saving of CGT that may have been due on such assets on death should also be
considered. Depending on the heir to whom such assets are bequeathed (CGT roll-over
will apply if the surviving spouse is the heir®®’), if the assets remained in the founder’s
estate, CGT on the full market value thereof (less original base cost, which is likely to be

low due to the passage of time) may also have been due on death.

33 Foster et al. 2015:9 (para 2.2.3)
336 Foster et al. 2015:9 (para 2.2.3)
337 Para 67 of the Eighth Schedule to the Income Tax Act
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Other uses and considerations for loan accounts due by a resident trust to its

beneficiaries

At the time of inception of a trust, only the founder will typically have a loan account due
to him or her by the trust as a result of the initial sale of assets to the trust at market value

(unless the assets were donated to the trust).
Distributions on loan account

If any distributions are made by the trustees to the beneficiaries in any year, such
distributions can either be paid out in cash from cash reserves in the trust or such amounts
can be kept on a loan account due to each beneficiary while the income earned is
reinvested in the trust thereby achieving greater potential growth in the trust. The latter
option will result in loan accounts due to beneficiaries that will increase over time as
distributions are declared but not paid out in cash. For founders and beneficiaries other
than a founder who sold the initial assets to the trust on loan account, this loan account
will start from Rnil whereas, for a founder who sold assets to the trust on loan account,

this practice will increase the initial loan account over a period of time.

Regular distributions to beneficiaries are commonly done to obtain a tax advantage
through the working of s 25B of the Income Tax Act (conduit principle) by having trust
income and gains vest in the hands of beneficiaries and therefore taxable at the lower
effective tax rates applicable to individuals (as opposed to the high tax rates applicable to
trusts)®®. In order to avoid a depletion of trust assets through regular cash distributions,
such distributions are then often kept on loan account and reinvested in the trust to ensure

maximum capital growth of the trust assets.

Such loan accounts due by the trust will be an asset in each of the estates of the founder
and beneficiaries. These loan accounts are consequently open for attachment by third
parties to the beneficiaries, like creditors or former spouses in divorce cases. Therefore, if
such loan accounts are allowed to become sufficiently large compared to the value of the
trust assets, the protection of wealth initially achieved through the use of a trust will
effectively be partially undone. If a third party manages to attach a beneficiary’s loan
account by means of a court order, the trustees may have to liquidate some of the trust’s
assets in order to pay out such loan account to such third party on behalf of the relevant
beneficiary. A significant reduction of trust capital may hamper the growth of trust assets

in future years, affecting all other beneficiaries’ potential distributions.

338 See chapter 4.7.5 below for more detail regarding income-splitting.
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Large remaining loan accounts of the founder or beneficiaries will also attract a large
estate duty liability on death which may undo the short-term income tax savings achieved

from regular annual distributions in the past.

Cash distributions to beneficiaries on a regular basis (as opposed to keeping such amounts
on loan account or within the trust) will likewise form part of such beneficiaries’ personal
estates and, if not consumed for living expenses, could also result in the undoing of the

protection of wealth achieved by use of a trust as well as being subject to excessive estate

duty on the death of the beneficiaries.
Interest-free loan accounts

As transfer pricing will not be applicable between connected persons who are residents®®
(for instance, the founder and the trust), there is no taxation requirement for the loan
account to a resident trust to carry an arm’s length interest rate. Interest-free loans are
therefore the norm as any interest earned by the trust would merely have been distributed
as income to the various beneficiaries in order for such income to be taxed at the
individual’s marginal tax rate. This would also create an additional accounting and

administrative burden.

Even though an interest-free loan is not seen as a donation itself**, it has been argued that
the interest foregone constitutes a continuing, common law donation and that s 7 and paras
68 to 73 of the Eighth Schedule may therefore apply to the amount that would have

accrued to beneficiaries as a result of such interest amounts foregone®*.
Reducing loan accounts

A portion of each distribution made by trustees to beneficiaries could be made in cash in
order to assist in paying the taxes due on such distributions in the hands of the various
beneficiaries or if to be used to finance living expenses, while the rest of the distribution

remains on loan account.

The founder and other beneficiaries will also typically opt to reduce their loan accounts
annually by using their R100,000 annual donation free of donations tax3#2. The reduction
of debt will not have any capital gain consequences in the trust as para 12A of the Eighth

Schedule, which governs the calculation of capital gains in these cases, exempts debt

339 per the working of s 31 of the Income Tax Act

340 That is, the interest foregone does not fall within the statutory definition of ‘donation’ per s
55(1) of the Income Tax Act which would have attracted donations tax (De Koker & Williams
2015:para 12.27).

341 De Koker & Williams 2015:para 12.27; Foster et al. 2015:9 (para 2.2.3)

342 Section 56(2)(b) of the Income Tax Act
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reductions which occurred by way of donation®®, Prior to 1 January 2013, the application
of the now-repealed para 12(5) of the Eighth Schedule to the Income Tax, may have
resulted in such annual donations being viewed as the reduction a debt for no
consideration®* which could have been considered as a deemed disposal attracting capital

gains in the trust in those years of assessment34,

A retired beneficiary (for instance, the founder) could furthermore start to draw down on
their loan account in order to supplement retirement income thereby reducing his or her
remaining loan account more rapidly which will result in less estate duty payable on this
asset in their estate on death.

Another advantage of drawing down on a loan account is that such amounts will be cash
distributions free from additional taxation (assuming that such withdrawals are paid from
cash reserves in the trust and no sale of trust assets, resulting in taxable capital gains, is
required). Distributions kept on loan account were taxed in the hands of the beneficiary in
the years of assessment when these distributions were made and the withdrawal of cash
from these loan accounts in later years will therefore have no additional tax implications

for the beneficiary at that time.
Treatment of trust loan accounts on death of beneficiary

As stated above, a loan account due by a trust to a beneficiary will be regarded as an asset
in the estate of such beneficiary and on death, the remainder of such loan account will
therefore be included in his or her estate and subject to estate duty of 20% on the net estate
exceeding the s 4A estate duty abatement (currently at R3,500,000) 34,

An excessive estate duty liability as a result of large remaining loan accounts on death due
to distributions in excess of the living expense requirements of a beneficiary can therefore
undo the previous short-term income tax benefits achieved by distributing income to

beneficiaries each year.

A further arrangement that could be considered is for the founder to donate the remaining
loan account due by the trust back to the trust via a donatio mortis causa (donation in

contemplation of death). Such a donation will be exempt from donations tax per s 56(1)(c)

343 para 12A(6)(b)(i) of the Eighth Schedule to the Income Tax Act.

Even though no donations tax would be payable, this sub-paragraph only refers to donations as
defined in s 55(1) of the Income Tax Act and no reference is made to donations tax to have been
levied in order for this exemption to apply.

344 per the now-repealed para 12(5)(a)(i) of the Eighth Schedule to the Income Tax Act applicable
prior to 1 January 2013

345 De Koker & Williams 2015:para 24.132

346 Foster et al. 2015:9 (para 2.2.3)
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of the Income Tax Act but will be regarded as deemed property in the estate of the founder
on death per s 3(3)(b) of the Estate Duty Act and therefore liable for estate duty. Even
though such a loan account will remain in the founder’s estate for estate duty calculation
purposes, no executor’s fees will be due on such a loan account (typically charged at the
statutory maximum of 3.99% of the estate’s gross asset value, inclusive of VAT?*) as it
will no longer form part of the deceased estate to be managed by the executor. The
founder’s deceased estate will therefore save up to a maximum of 3.99% of the
outstanding loan account in expenses which would otherwise have been payable by the
estate. For sufficiently large loan accounts such a saving may not be insignificant which

may make this option worth considering.

With regard to CGT consequences to both the trust and the founder, the donation of the
founder’s loan account to the trust via a donatio mortis causa amounts to a reduction of
debt (due by the trust) which is governed by para 12A of the Eighth Schedule to the
Income Tax Act. If this reduction of debt fell into the provisions of para 12A, then it
would have resulted in a reduction of the base cost of any assets held in the trust
purchased as a result of the reinvestment of the loan amounts due to the founder3#. This
would have resulted in an additional capital gain equal to the loan amount to be recognised
on the eventual sale of such assets by the trust. Even though no donations tax was due on
the donatio mortis causa, the amount by which the debt is reduced by the deceased estate
of the founder (that is, the full loan account amount) forms part of the property of the
deceased estate for the purposes of the Estate Duty Act**® and therefore the donation of the
loan account to the trust falls outside the provisions of s 12A3° so it is submitted that there

will be no CGT consequences for the trust as a result of the reduction of this debt.

As the founder is a connected person to the trust by virtue of being a beneficiary of the
trust®! it is furthermore submitted that the capital loss in the founder’s estate as a result of
the disposal (via donation) of the loan amount to the trust will be ring-fenced per para
39(1)(a) of the Eighth Schedule to the Income Tax Act. Additionally, as the trust was not
required to reduce the base cost of assets in the trust per para 12A, it is submitted that the

exceptions to the ring-fencing of capital losses contained in para 56 of the Eighth Schedule

347 per Regulation 8(1)(a) promulgated under s 103 of the Administration of Estates Act, No. 66 of
1965 the executor’s remuneration equals 3.5% on the gross value of estates. This is the amount
exclusive of VAT, therefore if an executor is registered as a VAT vendor, an amount of 3.5% x
1,14 = 3.99% will be due.

348 Para 12A(3) of the Eighth Schedule to the Income Tax Act

349 per s 3(3)(b) of the Estate Duty Act

350 para 12A(6)(a) of the Eighth Schedule to the Income Tax Act

351 Per para (a)(ii) of the definition of “connected person” in s 1 of the Income Tax Act
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4.7.5

will also not apply®®2. The donation of the founder’s loan account to the trust via a donatio
mortis causa will therefore neither result in a capital gain being recognised in the trust nor

a capital loss being recognised in the founder’s estate.

Income-splitting of resident trust income

The DTC submitted in their First Report that the original intention of the attribution rules
contained in s 7 of the Income Tax Act was to prevent taxpayers prior to the 1999 tax year
from using South African resident trusts as income-splitting devices. This was done by
placing income-generating investments in a number of trusts in order to take advantage of
the tax regime applicable to resident trusts in those years (a sliding scale with the same
maximum marginal rate as for individuals) and thereby avoiding the extremely high

individual tax rates that prevailed at the time (which could be as high as 78%)3%,

After the introduction of a flat rate of tax for trusts in 2003 equal to the highest marginal
tax rate for individuals and the same high CGT inclusion rate for trusts as applies to
companies (introduced in 2001), the DTC submitted that section 7 no longer served its
purpose as an anti-avoidance provision. They submitted that, in fact, the opposite effect
occurred in that high-net-worth individuals were now able to avoid the high taxes payable
in a trust through use of this section®4. Together with the working of s 25B and by making
distributions to several beneficiaries having lower levels of taxable income, income-
splitting could therefore still be achieved through the use of trusts which is why the DTC
wished to combat income-splitting by suggesting a repeal of both s 7 and s 25B (including,

it is presumed, the related CGT paragraphs).

Under current tax legislation, income-splitting occurs where the total income and gains
realised in a trust are split into smaller distributions made to each trust beneficiary. Since
only a portion of the total trust income will now be included in each beneficiary’s tax
return and as some beneficiaries may be minors with no other sources of income who are
taxed at the lowest marginal tax rate, the effective tax rate at which the trust income and
gains will be taxed will be lower than if all the trust’s income and gains were lumped
together and included in the tax return of a single beneficiary (for instance, the founder)
who may also have other sources of income and who may be paying tax at the highest

marginal tax rate.

352 para 56(1)(a)(i) of the Eighth Schedule to the Income Tax Act
358 Davis Tax Committee 2015:37
35 Davis Tax Committee 2015:38
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Income-splitting, in the context of trust assets originally transferred to the trust by the
founder via loan account (and not by donation), is mainly achieved by making use of s
25B (the conduit principle) which deems trust income that was distributed to a beneficiary
to be taxed in the hands of such beneficiary (therefore such income is not taxable in the
trust).

Due to the high capital gains inclusion rate and flat income tax rate applicable to trusts,
capital gains are currently effectively taxed at 32.8%% if it remains in the trust. It is often
such gains that are distributed to individual beneficiaries (using para 80 of the Eighth
Schedule, the CGT equivalent of the conduit principle) as the effective tax rate for capital
gains for individuals ranges only between 7.2% and 16.4%%%° before taking into account
the effect of any normal tax rebates per s 6 of the Income Tax Act®’ (that is, at worst only

half of the capital gains tax due compared to such gains remaining in the trust).

As South African income taxes levied in respect of individuals are based on a progressive,
marginal tax rate, the effective tax rate for an individual will rarely be at the highest
bracket’s tax rate of 41%. At the highest tax bracket of R701,300%% (from which amount
all additional taxable income will be taxed at 41%) the effective tax rate, based on the
2016/2017 tax tables and assuming a primary rebate of R13,500%°, will only be
approximately 27.59% with a corresponding effective capital gains tax rate of 40% x
27.59% = 11.04%. For illustrative purposes, at just over double that amount, for an annual
taxable income of R1,5 million the effective income tax rate based on the same
assumptions is approximately 34.73% and the corresponding effective capital gains tax
rate equals approximately 13.89% (= 40% x 34.73%).

3% Refer Table 1 below

3% Refer Table 1 below

357 In other words, the final effective tax rate for capital gains may range from 0% after the
application of the normal tax rebates of s 6 of the Income Tax Act.

3%8 Rates and Monetary Amounts and Amendment of Revenue Laws Bill (Draft) 2016 (in respect of
taxable income of any natural person)

359 Section 4(1) of Rates and Monetary Amounts and Amendments of Revenue Laws Bill (Draft)
2016
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Table 1 — Comparative tax rates between individuals, trusts and companies

Capital gains
Type of effective tax rate! Dividend
income | Income tax rate3® (capital gains withholding tax
Taxpayer inclusion rate®? x rate®?

income tax rate)

individual Varies from = 40% x (18% to 41%) 15%
18% to 41% 7.2% to 16.4%
=80% X 28%
Company 28% 22 4% 0%
Trust 41% - S0%x A% 15%
32.8%

The above table therefore illustrates why there would be a tendency for trustees to ensure
that any income or capital gains realised in a trust are distributed to individual
beneficiaries in order to enjoy the lower tax rates applicable to individuals. If the trust
income is furthermore split between multiple individual beneficiaries then the overall
effective tax rate can be kept low despite the fact that the total net taxable income may
have attracted a higher effective tax rate if taxed as a whole or in the hands of a single

beneficiary.

The common law principle that taxpayers are allowed to organise their financial affairs in
a manner that will result in a reduction of the tax legally payable under the appropriate tax
Acts, was established in cases like IRC v Duke of Westminster®®* and Dadoo Ltd and

others v Krugersdorp Municipal Council®®.

360 Rates and Monetary Amounts and Amendments of Revenue Laws Bill (Draft) 2016

31 These are the effective tax rates calculated before taking into account the effect of any normal
tax rebates per s 6 of the Income Tax Act.

362 The taxable gain inclusion rates given above are as per para 10 of the Eighth Schedule to the
Income Tax Act as to be amended by the promulgation of the Draft Rates and Monetary Amounts
and Amendments of Revenue Laws Bill 2016 (s 10 of the Bill) and applicable in respect of years of
assessment commencing on or after 1 March 2016.

From 1 March 2012 to 29 February 2016 the capital gains inclusion rate for individuals was 33.3%
and for companies and trusts, 66.6% (Rates and Monetary Amounts and Amendments of Revenue
Laws Act 2015).

363 The income from which dividends are paid are effectively taxed at 28% in the company and then
again with 15% dividend withholding tax when declared as a dividend to a non-exempt
shareholder. Therefore the overall tax rate collected on such income (paid by different parties)
would be equal to 1 — (1 —0.28) x (1 — 0.15) = 38.80%. If a company forms part of an overall
structure of a taxpayer or group of taxpayers then this effective rate needs to be taken into
consideration.

%4[1936] AC 1

3651920 AD 530
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4.7.6

The short-term tax benefits achieved by so-called income-splitting practices and regular
distributions on loan account to individual beneficiaries should be weighed up against the
effect this may have on the ability to protect the wealth held in the trust from third parties
as well as on the eventual estate duty liability of such amounts for the founder and
beneficiaries. As noted in the section on loan accounts above, the amount of distributions
and amounts due to beneficiaries on loan accounts would be assets in the hands of the
beneficiaries’ personal estates, which could be attached by third parties through a court
order and would also constitute dutiable assets in their estate upon their demise. Large
distributions and loan accounts could therefore partially undo the protection of wealth
provided by a trust if a trust has to liquidate trust assets in order to pay out a beneficiary’s
loan account to a third party on behalf of that beneficiary as a result of such a court order.
Additionally, the short-term income tax benefits achieved by distributing large amounts of
income to beneficiaries over time may be undone in the end by an excessive estate duty

liability arising from large remaining loan accounts on death.

Considerations for resident beneficiaries’ interactions with non-resident trusts

Transfer pricing considerations

If a South African resident founder creates an offshore trust by lending funds from an
approved foreign investment®®® to such offshore trust, the transfer pricing provisions of s
31 of the Income Tax Act will apply as the resident beneficiary and the foreign trust are
connected persons as defined®’ which will result in such a loan falling within the

definition of an ‘affected transaction’ per s 31(1).

Even though it may be practical to have such loan account to a foreign trust remain free of
interest for administrative purposes in the trust, an arm’s length deemed interest income on
such loan account will have to be declared in the South African beneficiary’s annual tax
returns in order to adhere to the transfer pricing principles set out in s 31 and if transfer

pricing adjustments are to be avoided?®®,

366 The foreign capital investment amount available to South African private individuals is currently
R10 million per calendar year and must be done after obtaining the necessary Reserve Bank
approval through an Authorised Dealer for such foreign investment. See chapter F.6.1.1 of the
SARB’s Exchange control manual (Financial Surveillance Department of SARB 2015:01)

37 Per para (a)(ii) of the definition of “connected person” in s 1 of the Income Tax Act

368 For residents who are natural persons, the difference in such residents’ taxable income as a
result of not applying an arm’s length interest on such loans to foreign trusts will be deemed to be a
donation made by such persons which will be subject to donations tax of 20% after the annual
exemption has been taken into account (s 31(3) of the Income Tax Act).
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The basis of the calculation of an arm’s length deemed interest income is, however, open
to much debate as no clear guidelines currently exist in this regard®®. The relevant interest
rate applied will also depend on, inter alia, the currency in which such loan is held*"°.
Interest in a foreign currency will then be translated to either the spot rate or the average
exchange rate of said currency®’! to calculate the rand amount of interest income to be

included in the individual taxpayer’s tax return.
Taxation of foreign trust income and distributions from foreign trusts

Income and capital distributions from a foreign trust will be governed by s 25B(2A) and
para 80 of the Eighth Schedule respectively®’2. The income and gains retained in a foreign
trust will not be taxable in South Africa unless distributed to South African beneficiaries,
in which case such income will be taxable in the hands of the resident beneficiaries. If,
however, a founder opted to donate foreign investment amounts to a trust rather than
lending such money to the trust, donations tax would be levied at the date of transfer and
the attribution rules contained in s 7(8) will furthermore apply resulting in all income
earned in the trust on such donated amounts being taxable in the hands of the founder in

every year of assessment following such donation.
Treatment of foreign trust loan accounts on death of beneficiary

A foreign trust loan account will similarly be an asset in the estate of the founder or
beneficiary at his or her death on which estate duty will be levied. In order to avoid the
administration of creating a foreign-based will and appointing a foreign executor to deal
with such loan account (as such loan account will constitute an asset in the foreign
jurisdiction of the trust), a donation of the loan account to the foreign trust could be made
via a donatio mortis causa. As before, South African estate duty will still be due on a
foreign loan account donated in this manner but there will be no need to create or register
a foreign will with regard to this asset in such cases and no foreign executor’s fees will be

payable either.

369 Even though the provision of an interest-free loan is not seen as a donation as such, it has been
argued that the interest foregone constitutes a continuing, common law donation for donation tax
purposes and that s 7 and paras 68 to 73 of the Eighth Schedule may therefore apply the amount
that would have accrued to beneficiaries as a result of such interest amounts foregone (De Koker &
Williams 2015:para 12.27; Foster et al. 2015:9). If these attribution rules are utilised to determine
the additional amounts to be included in a taxpayer’s income, s 31 may still apply if the taxable
income so included is deemed insufficient.

370 Taxpayers may therefore select a loan currency to which a low inter-bank rate applies which, if
adjusted to an arm’s length interest rate, may still be lower than that which applies to a loan
denominated in, for instance, South African rand.

371 Section 25D(1) read together with s 24D(3) of the Income Tax Act

372 See detailed discussions with regard to these in chapters 4.6.3 and 4.6.5.
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4.7.7

Suggested changes to legislation that may affect the way assets and income in trusts are

taxed

As discussed elsewhere in this research report®”®, some of the initial recommendations
contained in the DTC’s First Report included a repeal of both s 7 (attribution principle)
and s 25B (conduit principle) with regard to trusts and for distributions from foreign trusts

to residents to be treated as income regardless of the source of such income.
These recommendations were heavily criticised by various professional bodies®™.

In a SAIT webinar presented by Judge Dennis Davis*”®, who heads up the DTC, he stated
that the recommendations in the First Report regarding the taxation of South African trusts
in particular will be abandoned and that the conduit principle (s 25B) and the attribution
principle (s 7) will therefore remain unchanged. He further mentioned that the
recommendation with regard to foreign trusts was also incorrect and that distributions will
continue to be taxed according to the nature of the income received in the foreign trust if
distributed to residents (as currently governed by s 25B(2A) and para 80 of the Eighth

Schedule to the Income Tax Act).

In addition, the wording of para 80 of the Eighth Schedule to the Income Tax Act, which
deals with capital gains distributed to trust beneficiaries, will be refined in order to correct
some of the deficiencies in the wording of this paragraph which currently results in most
distributions from capital gains received by resident beneficiaries from non-resident trusts
which occurs in the same tax year as when such gains arose, to be excluded from a

beneficiary’s aggregate capital gain or loss, as discussed in chapter 4.6.5 above.

Judge Davis also mentioned that a recommendation will be made in the Second Interim
Report on Estate Duty (still to be released) with regard to redrafting s 3(3)(d) of the Estate
Duty Act to deem a trust’s property to be that of a deceased’s estate if the deceased had a
sufficiently large loan account owed to him or her by the trust which would constitute the

deceased having had de facto control over the trust assets.

The 2016 Budget Review contained a paragraph, ‘Tax treatment of trusts’, which
suggested however that if the founder transferred assets to a trust in exchange for a loan
account due to the founder (possibly regardless of whether such loan account is interest-

free or not) then all trust assets will be regarded as deemed property in the estate of the

373 Refer chapter 1.1
374 Refer chapter 4.8
375 Davis 2015
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founder upon his or her death regardless of the size of such loan account®’®. Furthermore,
this paragraph indicated that assets transferred to a trust through an interest-free loan
account will be categorised as a donation. Although clarity is still required this may mean
that s 7 of the Income Tax Act (with regard to trust income) as well as paras 69 to 72 of
the Eighth Schedule to the Income Tax Act (with regard to capital gains in trusts) may

apply in such cases®”’.

It would be deemed unfair however for such a transfer to attract both donations tax upon
initial transfer as well as estate duty on death as these two taxes are under normal
circumstances intended to be mutually exclusive. Donations tax is levied on transfers
made from a taxpayer’s estate to compensate the tax authorities for the loss in estate duty
that will be suffered due to the reduction of the taxpayer’s estate as a result of the
donation, hence the fact that the donations tax rate and estate duty rate are normally the

same.

As neither the suggested legislation nor the Second Report on Estate Duty has been
released to date, more clarity is required with regard to the intended working of the new

changes being recommended to fully understand the possible taxation consequences.

If the proposed legislation is going to result in a higher expected estate duty and CGT
liability for a founder of a trust, the founder will be required to plan for the provision of
liquidity in his or her estate (typically through the use of life insurance policies®’®) in order
for the executor to be able to pay the tax liabilities without requiring estate assets to be
sold to raise the necessary cash. For founders who may be too old to take out additional
life insurance to provide for an increased tax liability in the immediate to near future, such
legislative changes may therefore result in hardship for their surviving spouse and family

members who may be dependent on the estate assets for income after his or her death.

It remains to be seen if any of the proposed new legislation will be applied to existing
structures or even retrospectively to any transfers done to trusts via loan accounts in the
past. In the DTC’s First Report, the Committee was not in favour of allowing taxpayers a
grace period in which to dissolve their trust structures prior to the implementation of the
suggested legislation changes (repeal of conduit principle and attribution rules)®”®. As trust
structures are typically entered into for long time horizons across the lifetime of more than
one generation, such a sudden change to existing legislation will result in a massive effort

from both taxpayers and their tax practitioners to restructure affected taxpayers’ affairs in

376 Department of National Treasury 2016a:49
377 Department of National Treasury 2016a:49
378 Foster et al. 2015:5 (para 2.2)

379 Davis Tax Committee 2015:44
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4.8

48.1

a manner that will not undo the careful planning done over many years prior to such a

change to achieve the preservation of hard-earned wealth for future generations.

Conclusion

This section discussed some of the tax consequences (estate duty, donations tax and
income tax) for taxpayers when interacting with South African and offshore trusts in
certain ways in order to provide background and an understanding of the context in which
the recommendations of the DTC’s First Report were made, for the comments submitted
by professional bodies on the DTC’s First Report and for the new recommendations
discussed by Judge Davis to be contained in the Second Report and those contained in the
2016 Budget Review.

This section set out both the non-tax-related reasons for using trusts as well as the manners
in which assets are transferred by founders to trusts. The section furthermore discussed the
uses of and considerations for beneficiary loan accounts due by trusts, the concept and
mechanisms of income-splitting in resident trusts which the DTC intends to curb with
their various proposals as well as additional considerations for resident beneficiaries of
non-resident trusts. Finally the potential consequences of the various recommendations by
the DTC and the 2016 Budget Review were briefly considered.

Select commentaries on the DTC’s First Interim Report on Estate Duty

Comments on the First Interim Report on Estate Duty released on 13 July 2015 could be
submitted to the Committee until 31 August 2015. Various professional bodies and firms
submitted commentaries to the Committee. Four of these commentaries were reviewed for
the purpose of this research report and some aspects contained in these are briefly

discussed below?3.

FISA

The Fiduciary Institute of Southern Africa (‘FISA’) noted that the repeal of the conduit
principle with regard to distributed trust income contained in s 25B of the Income Tax Act
may cause hardship to beneficiaries requiring the use of a trust for asset protection and for

the management of capital and income on behalf of financially unsophisticated or elderly

380 Note that although certain comments were repeated or overlapped between the four
commentaries discussed in the above text, such comments will mostly only be discussed under one
of the commentaries’ sub-headings to reduce repetition.
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individuals®?. Such trusts may typically hold property to a total value of only a couple of
million Rand while paying out the income generated by such property to the beneficiary or
assisting the caregiver of the beneficiary to meet the beneficiary’s cost of living.
Aggressively taxing such distributed income would therefore greatly reduce the cash

available for the care of such beneficiaries®2.

FISA also contended that the tax leakage as a result of the conduit principle is probably
substantially overstated and that any loss in capital gains tax on the death of the original
owner of the assets (who has transferred such assets to an inter vivos trust) will be offset
by any future distributions from the trust of capital gains to beneficiaries and any actual
distribution of trust property to such beneficiaries®3. They furthermore submitted that the
perpetual nature of family trusts as alluded to by the DTC’s First Report (who seemed to
deem capital assets transferred to a trust to be lost forever for taxation opportunities since
no estate duty will be levied on such assets on the death of the original owner34) was also
overstated®®, This is due to the fact that the experience of FISA members is that the
typical family trust very rarely lasts longer than the second generation and that necessity
together with the desire of beneficiaries to own assets individually usually lead to the

undoing of the majority of such trusts every second generation®®,

FISA furthermore listed several non-tax purposes for high-net-worth individuals to set up
trust structures, for instance to protect the inheritances of their children from themselves
until they are old enough to deal with such wealth responsibly and to protect such
children’s inheritances from being abused by third parties (e.g. a spendthrift spouse); or
for individuals who are about to enter into risky entrepreneurial businesses, to transfer
primary residences to a trust in order to safeguard the individual’s assets from high risk

exposure (to, for instance, creditors and third parties)®®’.

With regard to the repeal of the attribution principles contained in s 7 of the Income Tax
Act (which section also applies to situations where no trust is present), FISA felt that the
concern regarding this section was misplaced®. The reason for this contention is that the
application of this section with regard to trusts will in most cases where an asset would
have been taxed in the hands of a beneficiary, but for this section, result in such asset now

being taxed in the hands of the founder or donor (that is, both outcomes will result in the

381 FISA 2015:3 (para 2.4)

382 FISA 2015:3 (para 2.4)

383 FISA 2015:4 (para 2.6.1)

384 Davis Tax Committee 2015:7-8
385 FISA 2015:4 (para 2.6.2)

38 FISA 2015:4 (para 2.6.2)

387 FISA 2015:5 (para 2.6.4)

38 FISA 2015:7 (para 3)
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asset being taxed in the hands of an individual). The application of this section therefore

does not typically result in the taxation entity being changed from the trust to the founder
and unless the proposed repeal of s 25B was also implemented, amounts distributed from
the trust to beneficiaries would have resulted in these amounts being taxable in the hands

of the beneficiaries in any event®®°,

FISA criticised the repeal of s 4(q) of the Estate Duty Act with regard to the inter-spousal
deduction as a sudden repeal would result in the estates of taxpayers who are too old to
take out additional life insurance to provide for the cash shortfall, that would now have
been created by an increased estate duty liability, to be placed at a significant
disadvantage. Cash shortfalls as a result of an increased estate duty liability may then
necessitate the sale of the assets in the estate (for instance, farms or small to medium
business concerns) in order to pay the additional estate duty which in turn may result in
the surviving spouse being left vulnerable without an income-generating asset base from

which to be supported%.

With regard to the notion that CGT is not regarded as a wealth tax, FISA noted that, the
review on tax on wealth and transfers of wealth in the European Union that the DTC
referred to in the First Report®?, differentiates CGT from wealth taxes on the premise that
CGT does ‘not aim to tax the sole possession or transfer of certain assets, because tax is
only due when the possession or transfer of the assets results in the realisation of
income’3%, This review continues by stating that ‘wealth taxes on the other hand are
typified by the fact that the transfer or possession is taxed, regardless of whether income is
realised’3%. Differently put, FISA contends that in the text quoted from the authority that
the DTC used to justify not classifying CGT on death as a wealth tax, it is clearly stated
that wealth taxes are typified by the fact that the transfer of possession of such assets itself
is taxed regardless of whether income is realised®®. Therefore by this very definition, both
CGT levied on assets on death as well as estate duty levied will be classified as wealth
taxes. Where CGT is levied on the disposal of an asset for market-related consideration
(that is, the transfer of assets results in the realisation of income) then only can it be said to

truly be a tax on deferred income, that is, not be regarded as a wealth tax.

389 FISA 2015:7 (para 3)

3% FISA 2015:7 (para 4)

391 Davis Tax Committee 2015:56; Ernst & Young 2014
392 Ernst & Young 2014:11

3% Ernst & Young 2014:11

3% FISA 2015:12 (para 10)
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SAIT

The South African Institute of Tax Practitioners (‘SAIT’) noted in their commentary with
regard to the recommendation regarding the repeal of the s 4(q)3% inter-spousal deduction
that this would be contrary to overwhelming international precedent and that this
deduction exists because married couples typically operate as a single economic unit®®, It
was furthermore noted that the common principle of estate duty or succession taxes is that
such a tax is applied only when assets are transferred from one generation to the next and
that various other married relief provisions (for instance, the CGT rollover provisions®’
and the inter-spouse donations tax exemption®*®) correctly recognise that spouses form an
economic unit and that transfers between spouses should have no tax effect unless such

transfer has a tax avoidance motive3®,

The SAIT also noted that the conduit principle (s 25B of the Income Tax Act) has been a
well-established principle of tax law for almost a century and that this principle is well-
accepted amongst countries with a common law background such as South Africa®®. They
further noted that there are a myriad valid reasons for forming trusts and that the genuine
vesting of assets and income does exist which therefore validates the flow-through

principle?t,

With regard to the proposals regarding foreign trusts, the SAIT felt that an additional
amnesty programme for foreign assets held in foreign trusts, which was deemed
unnecessary by the DTC’s First Report*®> may well be a reliable process to collect lost
taxation“®, They noted that the voluntary disclosure programme which the DTC felt
should be used to deal with such cases*** will have limited benefit as this programme only
applies to defaults that have arisen since the implementation date of the Tax
Administration Act‘®® which was 1 October 2012 where many of these funds would have

been expatriated many years before*®. The programme also provides no limitation on the

3% Of the Estate Duty Act

3% Engel & Arendse 2015:6

397 In para 67 of the Eighth Schedule of the Income Tax Act
3% In s 56(1)(a) of the Income Tax Act
39 Engel & Arendse 2015:6

400 Engel & Arendse 2015:7

401 Engel & Arendse 2015:7

402 Davis Tax Committee 2015:44

403 Engel & Arendse 2015:8

404 Davis Tax Committee 2015:45

405 No 28 of 2011

406 Engel & Arendse 2015:8
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interest charges that would be levied on undisclosed amounts which could be substantial

given the length of time involved*”’.

The SAIT also felt that the focus on excess abuse arising from inter-spousal donations
mentioned by the DTC in their First Report*®® was misplaced and that as couples get older
such inter-spousal relief in this regard provides more of a timing benefit given that most

spouses die within a 10-year period of one another*®,

4.8.3 STEP

The commentary submitted by the combined Johannesburg and Cape Town branch
committees of the Society of Trust and Estate Practitioners (‘STEP’) pointed out that
SARS could do better to use existing common law with regard to trust abuses*' in
situations where founders do not, for instance, relinquish control over trust assets as well
as better application of s 3(3)(d), the anti-avoidance provision of the Estate Duty Act, to
combat estate duty avoidance rather than attempting to tax trusts in such a punitive fashion

as to discourage the use of trusts altogether!*,

The STEP also pointed out (similar to the comments submitted by FISA) that trusts are
very rarely perpetual and typically last no longer than two generations whereupon the
trust’s assets are either disposed of for the benefit of grandchildren or poured-over into
sub-trusts*2. Upon these occurrences, a substantial amount of CGT would arise on the
value of the trust’s disposed assets, having achieved considerable capital growth by then,
and that such assets will then form part of the beneficiaries’ estates (if not transferred to
sub-trusts) and therefore subject to estate duty*3. A deferral of tax rather than a complete
elimination of tax is therefore achieved through the use of trusts. Furthermore, donations
tax, CGT and/or transfer duty may be levied upon the initial transfer of property into any
trust which is an upfront cost that the trust founder accept in order to protect such assets

from creditors and immature or spendthrift children (and not necessarily from SARS)*4,

The STEP’s commentary also pointed out the wide variety of non-tax purposes for the

creation of trusts, for instance, the protection of assets from commercial risk, from

407 Engel & Arendse 2015:8

408 Davis Tax Committee 2015:52-53

409 Engel & Arendse 2015:9

410 As seen, for instance, in the cases of Jordaan v Jordaan 2001 (3) SA 288 (C), Land and
Agricultural Bank of South Africa v Parker 2005 (2) SA 77 (SCA) and Badenhorst v Badenhorst
2006 (2) SA 255 (SCA)

411 Foster et al. 2015:3 (para 2.1)

412 Foster et al. 2015:4 (para 2.2)

413 Foster et al. 2015:4 (para 2.2)

414 Foster et al. 2015:5 (para 2.2)
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bereaved and former spouses, from children’s current and former spouses and their
offspring, from minor or immature children, from incapacitated persons (who do not
qualify for having a special trust as defined) and more*'>. They also pointed out that trusts
are often required for assets subject to limited owner regulations, like agricultural land that
can only be held in one name*®. Trusts also offer a means to ensure orderly succession,
rather than relying on the speedy and efficient execution of a deceased estate by an

executor or the courts*’.

A further response by STEP with regard to the DTC’s comment that interest-free loans
that are used to fund a trust are gradually repaid over the years whereby the founder’s
estate is reduced prior to death*® was that it should be remembered that such loans remain
an asset in the estate of the founder which will be subject to estate duty. Any loan
repayments that have not been consumed will be cash which will still fall within the
founder’s estate. Only the growth of the assets within the trust will fall outside the

founder’s estate as such assets are now owned by the trust*'°.

With regard to the DTC’s recommendation that all distributions from foreign trusts to
South African beneficiaries be treated as income, the STEP noted in their commentary that
treating distributions which formed part of original capital as income for tax purposes
would be grossly unfair and that such a recommendation would simply discourage
investors from bringing back funds to South Africa®?’. They are also of the opinion that
the identification of sources of income in offshore trusts (which would in most
circumstances consist of dividend income, interest and occasional capital gains) is
straightforward when proper records are kept, as is the responsibility of professional
offshore trustees, and that there would therefore be no difficulty in identifying the origin

of amounts distributed*?*.

The STEP also commented on the unsuitability of the voluntary disclosure programme as
a way by which taxpayers could regularise their affairs with regard to undisclosed foreign
assets due to the fact that the programme does not provide a limit on the interest charges
that would be due*?2. Currently there is also no certainty on the levies that will be imposed

by the South African Reserve Bank when such amounts are declared as these could range

415 Foster et al. 2015:5,7 (para 2.2 & 2.2.1)
416 Foster et al. 2015:7 (para 2.2.1)

417 Foster et al. 2015:5 (para 2.2)

418 Davis Tax Committee 2015:38-39

419 Foster et al. 2015:9 (para 2.2.3)

420 Foster et al. 2015:12 (para 2.2.4)

421 Foster et al. 2015:10-11 (para 2.2.4)

422 Foster et al. 2015:14 (para 2.2.5)
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48.4

from 5% to 30% of the value of the foreign assets at the time such assets are declared*Z,
They are therefore of the opinion that the potential excessive cost of regularisation, which
could be in excess of 50%, will not encourage potential applicants to bring their assets

within the tax base*?*.

With regard to the DTC’s recommendation that the exemption of inter-spousal bequests be
repealed, the STEP noted in their commentary that wealth should be taxed when there is
an inter-generational transfer of wealth but that the transfer from the first dying to the
surviving spouse cannot be said to be such an inter-generational transfer®?. If the inter-
spousal bequest exemption is removed or limited, the effect of inflation on property values
in South Africa may also result in the surviving spouse having to sell the family home in
order to generate sufficient liquidity to meet the estate duty liability which would be

considered an unfair result*2.

LSSA

The Law Society of South Africa (‘LSSA’) noted in their comments that the conduit
principle is not a creature of statute or legislation which can be neutralised simply by
repealing sections 7 and 25B of the Income Tax Act. As this principle has been part of the
common law principles applicable to trusts as decided in the Courts*?’, complicated
legislative intervention will be required to neutralise the conduit principle*?®. The LSSA
further noted that this will go against the DTC’s recommendation of ‘simple yet
fundamental amendments to existing legislation’*? and will have all the potential of

litigation and clarification which the Society cannot support*.

The LSSA likewise noted the likelihood of trusts to be unbundled when the next
generation wants to take control of the trust assets after the death of the founder which will
result in both CGT and eventually estate duty revenue being collected*®. Further
comments on the conclusions reached by the DTC with regard to the issues relating to
double taxation on death created by the imposition of both CGT and estate duty was that
they felt that CGT should only be payable on the realisation of an asset and not on death.

They added that the capital gains realised are not adjusted for inflationary growth which

423 Foster et al. 2015:13 (para 2.2.5)

424 Foster et al. 2015:13 (para 2.2.5)

425 Foster et al. 2015:22 (para 2.3)

426 Foster et al. 2015:23 (para 2.3)

427 Armstrong v CIR 1938 AD 343; SIR v Rosen 1971 (1) SA 172 (A)
428 _LSSA 2015:2

429 Davis Tax Committee 2015:7

430 | SSA 2015:2

431 |LSSA 2015:3
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4.9

could lead to the absurdity of CGT being imposed on inflationary artificial gains which in

real terms may even constitute losses**,

With regard to the withdrawal or limitation of inter-spousal exemptions and roll-overs the
LSSA was of the view that this recommendation will have catastrophic consequences
which will lead to undue hardship to many households, especially the elderly and

vulnerable*3.

Conclusion

Four commentaries by professional bodies on the DTC’s First Interim Report on Estate
Duty were reviewed which highlighted several concerns with regard to the
recommendations made in this report, notably the technical and practical difficulties that
would be associated with a repeal of ss 7 and 25B of the Income Tax Act, the risk of
undue hardship to households as a result of the withdrawal or limitation of the inter-
spousal exemptions and roll-overs suggested and the Committee’s rejection of the idea

that double taxation occurs on death due to both CGT and estate duty being levied.

It therefore seems that, generally speaking, these professional bodies felt that it would be
imperative to conduct further research on several matters presented in the First Report

before any final decisions can be taken.

Conclusion

The literature study section contained a review of inequality in South Africa by means of
various indicators and a review of the Margo and Katz Commissions’ views on using a
wealth tax to address inequality which was compared to the Davis Tax Committee’s
submissions in this regard. The section continued with a review of benchmarks for estate
duty as percentage of total tax collections, for estate duty rates and for a combined
effective tax rate on death which concluded that a relevant benchmark for capital taxes is
for such taxes to not materially exceed 15% in order to avoid significant avoidance and
evasion and a resultant reduced effective tax yield. The possible double taxation effect of

both estate duty and CGT levied on death was also considered.

This section was followed by high-level summaries of the relevant aspects of estate duty,
trust law and trust taxation and a discussion of the tax consequences of certain manners of

taxpayers’ interactions with trusts. The literature study was concluded with a review of

4321 SSA 2015:4
433 SSA 2015:3
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commentaries on the DTC’s First Report submitted by four professional bodies, namely
FISA, SAIT, STEP and the LSSA.
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5.1

5.11

5.1.2

Methodology

Case studies to compare aggregate taxation as percentage of capital

held in trust versus that held in personal estate

Two basic scenarios used in each comparison and high-level description of comparisons

Two basic scenarios or case studies will be created, the first being a scenario where wealth
assets are transferred to an inter vivos trust and the second where no use is made of a trust.
Each scenario will have a timeline of sufficiently long duration together with typical life
events along such timelines (for instance, death of the founder, death of the surviving
spouse etc.) and typical restructuring events with regard to trusts (for instance, where a
single trust is restructured to form separate trusts for adult children to be managed
separately).

The capital growth and income growth assumptions used for the wealth assets in the two
basic scenarios will be the same. All taxation with regard to the income produced by the
wealth asset, the CGT paid on disposals and estate duty collected will be calculated for
each scenario on an annual basis. The aggregate tax paid by all parties from inception of
each scenario will be calculated at the end of each year. This aggregate taxation amount,
which will build up over time, will be expressed as a percentage of the theoretical market
value of the wealth asset at the end of that particular year (using the abovementioned
growth assumptions) in order to get a sense of the relative total taxation levied on the
assets at the end of any given year. The comparison between these two scenarios using

current legislation will provide the baseline comparison (Comparison 1).

This comparison will then be repeated using the DTC’s First Report’s recommendations
(Comparison 2) and again using the expected recommendations in the DTC’s Second

Report and those in the 2016 Budget Review (Comparisons 3a and 3b).

Duration of trust and personal estate scenarios

In order to test the build-up of wealth in a typical trust structure and that in a personal
estate together with testing the effect of typical events, for instance the death of the
founder, spaced out in time, a duration of 50 years was arbitrarily selected over which the

comparative analyses will be performed.
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Within this 50 year timeline, certain parameters will be applied during certain periods
which should coincide with the age and life situation of the founder and beneficiaries in a

typical family trust.

Trust timeline and assumptions

The timeline in the trust scenarios will consist of the following events occurring in the
following years. For ease of calculation, all events are assumed to occur on the last day of
the year (unless otherwise indicated). The timelines are summarised in Table 2 below and
all the parameters and assumptions used are summarised in Table 3. The trust timeline and

events are as follows:

e Beginning of year 1:

o Founder (age around 40 years) sells an investment asset to an inter vivos
discretionary trust (Trust 1) of which the beneficiaries are the founder,
spouse and two children (family of four).

= A market value of R10,000,000 and base cost of R5,000,000 will
be used across all scenarios.

» The asset is assumed to have a fixed capital value growth (using
Piketty’s assumptions that the growth in capital is higher than that
of the growth of income, income is assumed to grow at an
assumed rate of inflation). The average annual capital growth rate
includes all reinvestment of income produced and is net of all
expenses except the payment of tax. The average capital growth
value used will be 10%*4,

» The asset is also assumed to produce a fixed rate of taxable
income per year of 5% of the asset value at the beginning of that
year*®, In order to simplify tax calculations only a rate of taxable
income is calculated and exempt income (such as dividends) is
left out of the picture. The only effect that exempt income may
have on the scenarios is an increase in loan account growth.

Capital gains will only be taken into account when a major

434 The investment asset is deemed to consist of a mixture of assets types similar to those held in a
balanced fund unit trust. The 10% average capital growth value is a conservative estimate selected
based on a rough average of 10-year forecasts of local equity (7 — 10%), global equity (10 — 13%),
local property (7 — 10%) and local bonds and cash (6 — 9%) (Coronation Asset Managers 2015:9)
and annualised return benchmarks for 10 years (10.8%) and beyond (13.6%) used by a prominent
balanced fund (Allan Gray 2016:1).

435 Arbitrary assumption that roughly half of average long-term capital growth is due to
reinvestment of taxable income earned.
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restructuring or forced liquidation event occurs which will result
in all (or a large portion) of the assets in the trust being sold at the
same time.

» Income is distributed annually between the four beneficiaries on
an equal basis on loan account. Each year, the tax amount due by
the beneficiaries will be distributed as cash (this causes a
reduction of the each beneficiary’s outstanding loan account each
year). A further R100,000 annual donation of each loan account is
made to reduce the loan accounts further.

= Cash distributions for purposes of paying tax are assumed to be
made from cash reserves therefore no sale of assets or CGT
thereon is required.

= The beneficiaries other than the founder are assumed to have a
lower effective tax rate due to being minors (children) or not
earning additional income (for instance, non-working spouse).

e From year 11 onwards: Children start to earn income

o Adult children who are beneficiaries start working and their effective tax
rates increase (not yet at highest tax bracket). This rate will be adjusted
upward every 5 years to reflect their increasing earning capacity.

e From year 21 onwards: Founder retires

o Adult children’s tax rates increase to maximum marginal rate as they start
to become higher income earners.

o Founder and spouse draw down annually on loan accounts in order to
supplement retirement income. Draw down amounts increase with an
assumed rate of inflation of 6% each year*.

o Founder’s effective tax rate remains high due to other retirement income
coupled with loan account draw down amounts or other cash distributions.

o All cash distributions are assumed to be from cash reserves in the trust
therefore no additional CGT due to sale of assets will be due.

e Year 30 (end): Founder dies

o Founder donates remainder of loan account to trust (Trust 1) through a
donatio mortis causa (or not, but estate duty may be due on the value of
the remaining loan account regardless).

o Surviving spouse continues to draw down on loan account to supplement

retirement income.

436 Coronation Asset Managers 2015:9
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5.1.4

e Year 35 (end): Trust is restructured as adult children have own families and

require separate trusts for each (Trust 2a and Trust 2b)

O

There is a capital gain event in the trust (Trust 1) on distribution of all
assets that adult children are entitled to (two thirds of trust capital). Adult
children transfer such amounts net of CGT to their own trusts (Trusts 2a
and 2b) on loan account. The capital gain on the sale of two thirds of the
original trust’s assets is distributed to the living beneficiaries in order to
take advantage of the lower capital gains inclusion rate.

Each of the new trusts (Trust 2a and 2b) have four beneficiaries (founder,
spouse, two children).

The same principles with regard to loan accounts, cash distributions for
tax payments and annual donations of loan accounts will apply as with the
original trust (Trust 1).

The beneficiaries (of Trusts 2a and 2b) other than the founders are
assumed to have lower effective tax rates due to being minors (children)
or not earning additional income (for instance, non-working spouse).
The surviving spouse (Trust 1) continues to draw down on loan account

and cash reserves from remaining assets in the original trust.

e Year 40 (end): Surviving spouse dies

O

Surviving spouse donates remainder of loan account to trust (Trust 1)
through a donatio mortis causa (or not, but estate duty may be due on the
value of the remaining loan account regardless).

Original trust (Trust 1) distributes remainder of capital to living
beneficiaries who transfer it into their respective trusts (Trusts 2a and 2b)

on loan account.

e Year 50 (end): Restructuring of trusts for 3 generation

O

This is a final CGT event in order to test the comparative effect of a full
exit or disposal of all assets between the trust and personal estate
scenarios. All assets in each of the new trusts are disposed of and

distributed to all individual beneficiaries.

Personal estate timeline and assumptions

The timeline in the personal estate scenarios will consist of the following events occurring
in the following years. For ease of calculation, all events are assumed to occur on the last

day of the year (unless otherwise indicated). The timelines are summarised in Table 2
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below and all the parameters and assumptions used are summarised in Table 3. The

personal estate timeline and events are as follows:

e Beginning of year 1:

O

Founder (age around 40 years) keeps an asset in his or her personal name,
that is, it forms part of his or her estate.
= The same starting market value and base cost of the asset as used
in the trust scenario will apply.
» The same average annual fixed capital growth rate will be used as
in the trust scenario.
= The same fixed rate of taxable income per year will be used as in
the trust scenario.
= All income will be taxed in the hands of the founder or owner
whose tax rate is assumed to be at the same starting tax bracket as
used for the founder in the trust scenario.
» Tax is assumed to be paid out of cash reserves in the investment

therefore no CGT event as a result of cash payments.

e From year 21 onwards: Owner retires

O

O

Owner and spouse draw down investment income earned to supplement
retirement income which will result in a reduction of the estate value.
All cash distributions are assumed to be from cash reserves in the
investment vehicle therefore no additional CGT due to sale of assets will

be due.

e Year 30 (end): Owner dies

O

The full asset is deemed to be bequeathed to the surviving spouse and
therefore subject to the s 4(q) deduction when calculating the founder /
owner’s dutiable estate.

There is a CGT inter-spouse rollover with regard to the asset therefore no
CGT will be due.

Estate duty is levied at 20% of the dutiable estate value after the
deduction of the s 4A abatement (currently at R3,5 million per taxpayer).
The surviving spouse continues to draw down investment income to
supplement retirement income, which income is assumed to be from cash

reserves (that is, no CGT as a result).

e Year 40 (end): Surviving spouse dies

O

The full asset is deemed to be bequeathed to the adult children of the

couple therefore no s 4(q) estate duty deduction is applicable.
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CGT is calculated on death with no inter-spouse rollovers now applicable
(original base cost used).

Estate duty is levied at 20% of the dutiable estate value after the
deduction of the s 4A abatement (currently at R3,5 million per taxpayer
but if this abatement was not fully utilised in the estate of the first-dying
spouse then an amount of up to R7 million may be available as abatement
in the last-dying spouse’s estate).

If applicable, it is assumed that no rapid succession estate duty rebate will
apply.

The base cost assumed by the heirs equals the market value of the asset on
the death of the last-surviving spouse.

e Year 50 (end): Sale of assets by heirs

o Thisis afinal CGT event in order to test the comparative effect of a full

exit or disposal of all assets between the trust and personal estate

scenarios. CGT is calculated on the sale of all assets in the hands of the

two adult beneficiaries.

Summarised comparative timeline for trust and personal estate

Below is a table which summarises the events and timelines for each of the trust and the

personal estate scenarios as set out in more detail in the sections above.

Table 2 — Summary of trust and personal estate timelines

Founder and spouse start making annual
withdrawals to supplement retirement
income, adjusted annually for inflation
— withdrawals assumed to be from cash

reserves, i.e. no CGT

Year Trust timeline Personal estate timeline
1 Asset sold to trust (Trust 1) on loan Asset remains in personal estate
account (at start of year)
11 Effective tax rate of beneficiaries -
increase (adjusted every 5 years)
21 Founder retires (from start of year); Owner retires (from start of year);

Owner and spouse start making annual
withdrawals to supplement retirement

income, adjusted annually for inflation
— withdrawals assumed to be from cash

reserves, i.e. no CGT
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5.1.6

generation of beneficiaries (CGT event

— sale of all trust assets)

Year Trust timeline Personal estate timeline

30 Founder dies (at end of year) and Owner dies (at end of year) and
bequeaths loan account via donatio bequeaths full asset value to surviving
mortis causa to trust (estate duty on spouse (s 4 (q) deduction and CGT
remaining loan account, no CGT) rollover)

35 Trust restructured (at end of year) for -
each child beneficiary (CGT event) and
two new trusts created (Trusts 2a and
2b);

Surviving spouse remains beneficiary of
original trust (Trust 1) and continue
withdrawals.

40 Surviving spouse dies (at end of year) Surviving spouse dies (at end of year)
and bequeaths loan account via donatio | and bequeaths assets to surviving
mortis causa to trust (estate duty on children (estate duty and CGT on full
remaining loan account, no CGT); asset value — no rapid succession
Remaining trust assets distributed to rebate)
surviving children and transferred to
their respective trusts (Trusts 2a and 2b)

50 Restructuring of Trusts 2a and 2b for 3@ | Sale of all assets by heirs (CGT event)

Assumptions used with regard to taxation and the effect that paying of taxes has on the

capital value of the investment asset

It is assumed that CGT will only be due when a major restructuring event occurs and that

the CGT due by all parties will reduce the value of the investment or wealth asset when

reinvested. It will further be assumed that all income taxes paid annually, with regard to

the taxable investment income generated by the wealth asset and which is due by either

the trust or the beneficiaries, will reduce the value of the wealth assets. It will also be

assumed that such cash distributions are paid from the cash reserves of the investment and

will therefore not require the disposal of any investment assets or any additional CGT.

Withdrawals by the founder and spouse for the period after retirement will likewise be

deemed to be made from cash reserves and not result in additional CGT as a result of the

disposal of investment assets.
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Estate duty and CGT due on the death of either the founder or spouse in the scenarios
where the investment asset is held in the taxpayers’ personal estates will be assumed to
result in a liquidation of investment assets in order to pay such taxes but as such disposal
will be deemed to occur immediately after the CGT calculation on death, the base cost and
market value of such assets will be assumed to be the same at the time of such disposal

and therefore no additional CGT will be calculated as a result of this disposal.

Parameters and assumptions used in trust and personal estate scenarios

The following tables show the various parameters used in the calculation of the scenarios
with explanations provided regarding the rationale behind these assumptions in the

footnotes or below the tables.

Table 3 — Parameters and assumptions used in trust and personal estate scenarios

Parameter Value
Market value of investment asset at start of Year 1 R 10,000,000
Base cost of asset at start of Year 1 R 5,000,000
Average annual capital growth rate (including reinvestment 10%

0
of income net of tax and expenses) 3’
Annual taxable income as percentage of investment asset*® 5%
Founder's assumed effective income tax rate (due to other 389

0
income earned elsewhere, e.g. employment)*3
Initial annual post-retirement withdrawal (from Year 21) per

R 750,000

person (founder and spouse)*4°
Assumed inflation rate at which post-retirement withdrawal 6

0

amounts increase annually*#

437 The investment asset is deemed to consist of a mixture of assets types similar to those held in a
balanced fund unit trust. The 10% average capital growth value is a conservative estimate selected
based on a rough average of 10-year forecasts of local equity (7 — 10%), global equity (10 — 13%),
local property (7 — 10%) and local bonds and cash (6 — 9%) (Coronation Asset Managers 2015:9)
and annualised return benchmarks for 10 years (10.8%) and beyond (13.6%) used by a prominent
balanced fund (Allan Gray 2016:1).

438 Arbitrary assumption that roughly half of average long-term capital growth is due to
reinvestment of taxable income earned. The annual taxable income will be calculated using the
opening value of the capital in any given year.

439 This effective tax rate relates to a total taxable income for a person under the age of 65 of
approximately R3,1 million per annum (see Table 80 in Annexure 9.5.2.

440 Arbitrarily chosen amount to achieve a reduction of the founder’s loan account after retirement
without reducing the remaining loan account on death to a value below the current s 4A abatement
amount of R3,5 million in order to include the effect of estate duty on such loan in Comparison 1.
441 Coronation Asset Managers 2015:9
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The following table contains the effective tax rates at which the distributed income from
the trust is taxed in the hands of each beneficiary at each point in the trust timeline in order
to demonstrate the effect of income-splitting. The effective tax rates are calculated using a
lookup table contained in Table 80 in Annexure 9.5.2 and for beneficiaries under the age

of 65 as per the latest personal income tax rates announced*4?. Even though some

beneficiaries (notably the founder and spouse) may reach ages older than 65 in the latter

stages of the various case studies, the effect of the additional secondary and tertiary

abatements are assumed to be negligible in determining the applicable effective tax rate.

Table 4 — Effective tax rates used for individuals at various points in the timelines

income earners

Period (years) and Founder’s Child
. - Spouse’s tax rate
explanation of timeline tax rate . beneficiaries’ tax
o s (effective) )
situation (effective) rate (effective)
Years1-10 . .
Per effective tax rate | Per effective tax rate
Beneficiaries are minors / 38% tables tables
unemployed spouse — no
) (Annexure 9.5.2) (Annexure 9.5.2)
other income
Years 11 - 20 Per effective tax rate
bl Yr11-15:25%
Beneficiaries start earning 38% tables
) Yr 16 — 20: 30%
other income (Annexure 9.5.2)
Years 21 - 30 .
Per effective tax rate
. _ . 0,
Founder retires, 28% tables Yr2l-25:35%
beneficiaries are higher Yr 26 — 30: 38%
(Annexure 9.5.2)

Years 30 - 50

Founder has died,
beneficiaries remain high-

income earners

Per effective tax rate

tables

(Annexure 9.5.2)

Yr 31 -50:39%

(Spouse and children

in Trusts 2a and 2b:

per effective tax rate
tables)

442 Rates and Monetary Amounts and Amendment of Revenue Laws Bill (Draft) 2016
443 In the trust scenarios, the effective tax rate used for the founder was 38% unless the effective tax
rate tables resulted in a higher effective tax rate, in which case the higher effective tax rate was

used.
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5.1.9

Loan accounts due to trust

For all the trust scenarios, the founder will sell the capital asset to the trust on loan account
at the start of each trust scenario. All loan accounts will be interest-free. In order to
demonstrate the effect of income-splitting, each beneficiary, including the founder, will
receive income distributions on loan account annually. The income tax calculated on such
distributions will be deemed to be distributed in cash to enable the beneficiaries to pay the
tax due in their personal tax returns as a result of such vested income. Such cash

distributions will therefore reduce the loan accounts each year.

Annual donations of R100,000 will also be made by each beneficiary on his or her loan
account. Post-retirement withdrawals will be calculated using the starting value as set out
in the parameters above and increased with the assumed inflation percentage annually.
Both the founder and spouse will start to draw down these amounts to supplement their
retirement accounts from their loan accounts from the year of retirement (Yr 21) until their

respective deaths.

The loan accounts in the trust are calculated in order to determine the estate duty effect of

a remaining loan account on death in the trust scenario.

Treatment of cash distributions in both trust and personal estate

It is assumed that any cash distributions made with regard to the income tax payments and
the post-retirement withdrawals are done from cash reserves of the capital investment and
that such amounts will not require any disposals of the capital which will result in CGT.
These cash distributions will, however, reduce the total capital value (invested capital plus
cash reserves) of the investment each year. This assumption applies to both the trust and

personal estate scenarios.

Any estate duty and CGT due on any taxpayer’s death will however be deemed to require
a disposal or reduction of capital (assumed to occur directly after the date of death
therefore no additional CGT will be due on such disposal as proceeds will equal base

cost). This assumption will also apply to both the trust and personal estate scenarios.
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Comparisons of total taxation collected in trust and personal estate scenarios using
current legislation, recommendations of the First Report and expected

recommendations of the Second Report on Estate Duty

The following comparisons will be made between the total taxation collected over the 50
year period as a percentage of the capital value of an asset held in a trust compared to

holding such asset in a personal estate.

As no clarity has yet been given with regard to the implementation of the vague
suggestions made with regard to the taxation of trusts in the 2016 Budget Review and as it
seems unfair to levy both donations tax and estate duty on the same assets**4, Comparison
3 was split into two sub-comparisons: one where the upfront donations tax will apply with
regard to an interest-free loan made to a trust when transferring assets to such trust
(Comparison 3a) and one where no upfront donations tax was paid but where the trust
assets are deemed to be included in the founder’s estate on his or her death (Comparison
3b).

Table 5 — Description of applicable legislation in each comparison case study

Comparison
Trust Personal estate
case study
Comparison 1 Using current trust legislation Using current estate duty legislation,
rates and abatements
Comparison 2 Using recommendations regarding Using recommendations regarding

changes to trust taxation contained in | changes to estate duty legislation

the First Interim Report on Estate contained in the First Interim Report
Duty on Estate Duty
- Repeal of conduit principle (s - Repeal of s 4(q) deduction*4

25B)*5: all income taxed in trust at
41%

- Estate duty abatement of R6

million*’

444 See discussion under chapter 4.7.7
45 Davis Tax Committee 2015:39
446 Davis Tax Committee 2015:51
47 Davis Tax Committee 2015:64
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5.1.11

Comparison

case study

Trust

Personal estate

Comparison 3a

Using current trust legislation

2016 Budget Review — initial sale of
assets in trusts on loan account is
treated as a donation**® attracting

donations tax at 20%

Using recommendations regarding
changes to estate duty legislation
contained in the expected Second

Interim Report on Estate Duty
- Repeal of s 4(q) deduction

- Estate duty abatement of R15

million*4?

- Progressive estate duty rate of 25%
to apply above certain dutiable estate
value (assumed to apply to so much
of dutiable estate value as exceeds
R15,000,000)%°

Comparison 3b

Using current trust legislation

2016 Budget Review — on death of
founder, trust assets are included in
founder’s estate and attracts estate
duty*®* under the expected new estate
duty legislation (same as for personal

estate)

Same as in Comparison 3a above

Manner of evaluating the comparison case studies

In order to compare the effect of taxation on a typical trust and inheritance structure to that

of assets held in a taxpayer’s personal estate, the total taxation (income tax paid by all

parties, estate duty, CGT and donations tax) which accumulated from the beginning of the

entire test period until the end of a particular year is expressed as a percentage of the

capital value of the investment asset at the end of that particular year.

448 Department of National Treasury 2016a:49

449 Davis 2015

40 As no indication was given by Judge Davis as to the dutiable estate value from which the
increased estate duty rate of 25% will apply (Davis 2015), the assumption was made for the
purpose of this study that this level would be the same as the suggested abatement value. This
higher rate will therefore apply to the portion of dutiable estate values above R15 million which
will therefore affect estates with net estate values exceeding R30 million (where the dutiable estate
value is calculated as R30 million net estate value less R15 million s 4A abatement).

41 Department of National Treasury 2016a:49
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This would therefore give an indication of whether the total taxation paid to date in any
particular year compared to the value of the capital value at the end of that year may be
deemed punitive or in excess of the benchmarks generally regarded as the maximum
tolerable taxation of wealth (that is, 15%)%2. In order to present a more refined
comparison which isolates CGT and wealth taxes from income tax, the accumulated tax
value per year will also be calculated by taking only CGT, estate duty and donations tax,

where applicable, into account (that is, all taxes excluding income tax).

To present a visual format in which the comparison may be evaluated, a graphic
representation will be made of the following parameters over the 50-year timeline:

e ‘Cumulative total tax’ set of charts:

o Cumulative total tax paid per year (income tax, CGT, estate duty and
donations tax) in each scenario (trust and personal estate) within each
comparison.

o Trust capital or estate value per year

o Cumulative total tax as percentage of capital value per year

o Difference between personal estate and trust: Cumulative total tax as
percentage of capital value per year

e ‘Cumulative total CGT, estate duty and donations tax’ set of charts:

o Cumulative total CGT, estate duty and donations tax paid per year (all
taxes except income tax) in each scenario (trust and personal estate)
within each comparison.

o Trust capital or estate value per year (same as in previous set of charts)

o Cumulative total CGT, estate duty and donations tax as percentage of
capital value per year

o Difference between personal estate and trust: Cumulative total CGT,

estate duty and donations tax as percentage of capital value per year

This would help to indicate in which scenarios the capital value is severely affected as a
result of the taxes due as well as whether situations may arise where the total cumulative
taxes as a percentage of the capital value materially exceeds 15% at which point it
becomes more likely that significant avoidance and evasion (and a resultant reduced

effective tax yield) will occur?,

To simplify the visual evaluation, the difference between the cumulative total tax as

percentage of capital value line graph in the trust scenario and the personal estate scenario

452 See discussion under chapter 4.3.3
453 See discussion under chapter 4.3.3
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5.1.12

related to each comparison will also be calculated and displayed in a chart (that is,
cumulative total tax as percentage of capital value for asset held in personal estate less

cumulative total tax as percentage of capital value for asset held in trust).

If this derived value is greater than 0% then more tax as a percentage of the capital value
is paid if the asset is held in a personal estate than in a trust which means that, holding the
asset in a trust is more tax effective relevant to the preservation of wealth achieved than

holding the asset in a personal estate.

If this derived value is less than 0% then more tax as a percentage of the capital value is
paid if the asset is held in a trust than in a personal estate in which case it may be more
advantageous to hold the asset in a personal estate than to transfer it to a trust. If the latter
is the case, an effective deterrent for the use trusts and aggressive estate planning may be

created.

The same difference value will be determined for the cumulative CGT, estate duty and

donations tax as percentage of capital value data sets.

Each chart presented will have indicators showing the time at which the major events in
the scenarios occurred (for instance, the death of the founder, restructuring of trust, death
of surviving spouse) in order to evaluate visually how these events affect the various

outcomes in those years.

Data sheets and supplementary charts

The detailed data sheets related to each scenario in each comparison will be calculated
using Excel and contained in the Annexures in chapter 9. The following data tables and
charts will be presented in the annexures per comparison (that is, for each of Comparison
1,2, 3aand 3b):

e All scenarios:
o All scenarios: Post-retirement withdrawal schedule (from Yr 21 to Yr 40)
o Effective tax rate lookup tables
e Trust scenario:
o Trust 1: Capital growth (from Yr 0 to Yr 40)
o Trust 2a and 2b: Capital growth combined (from Yr 35 to Yr 50)
o Trust 1: Income and income tax (excluding CGT)

o Trust 2a and 2b: Income and income tax (excluding CGT)
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o All trusts (1, 2a, 2b): Other taxes (CGT on transfer, estate duty on death,
CGT on death, donations tax (trust scenario in Comparison 3a only)) — all
years

o Trust 1: Loan accounts:

* Founder
= Spouse
o Trust summary:
= Total capital (Trust 1 + Trust 2a and 2b)
= Total taxes (Trust 1 income tax + Trust 2a and 2b income tax +
All trusts’ other taxes)
= Cumulative total taxes
= Cumulative total tax / Total capital
= Cumulative CGT, estate duty and donations tax
= Cumulative CGT, estate duty and donations tax / Total capital

o Trust summary (using capital year-end values before year-end

adjustments)
Personal estate scenario:

o Personal estate: Capital growth

o Personal estate: Income and income tax (excluding CGT)

o Personal estate: Other taxes (CGT on transfer, estate duty on death, CGT
on death)

o Personal estate summary:

= Total capital

= Total taxes (Income tax + Other taxes)

= Cumulative total taxes

= Cumulative total tax / Total capital

= Cumulative CGT, estate duty and donations tax

=  Cumulative CGT, estate duty and donations tax / Total capital

o Personal estate summary (using capital year-end values before year-end

adjustments)
Comparative data and charts:
o Cumulative total tax
= Trustv. Personal estate
o Capital value
= Trustv. Personal estate
o Cumulative total tax as percentage of capital value

=  Trust v. Personal estate
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5.2

o Cumulative CGT, estate duty and donations tax
= Trustv. Personal estate
o Cumulative CGT, estate duty and donations tax as percentage of capital
value
= Trustv. Personal estate
e Difference data and charts:
o Cumulative total tax as percentage of capital value
= Personal estate less Trust
o Cumulative CGT, estate duty and donations tax as percentage of capital
value

= Personal estate less Trust

The charts that will be presented in the results section will combine all data sets in all
scenarios for all comparisons as line charts on a single graph per output parameter. The

detail per comparison as listed above will be available in the Annexures in chapter 9.

High-level estimate of CGT payable on death — considering the possible
double taxation effect of estate duty and CGT on death

As stated in the literature study section, the numbers provided by the Department of
National Treasury and SARS for total CGT collected from individuals include both
normal disposals as well as disposals on death but no separate breakdown is currently
provided for CGT collected on death in the Tax Statistics documents issued by the two

government entities*®,

The DTC’s First Report, however, contains a sample of estate duty collected by SARS in
2013 with a high-level breakdown of the distribution across four broad estate value bands
in Table 2% (and again in Table 6*°°) of the Report. This sample is said to represent 70%
of the estate duty collected in the 2013 tax year**” and can therefore be said to be most
likely representative of the full population of estates from which estate duty was collected
during that tax year. Not enough information is provided in the Report, however, to

perform any detailed statistical analysis on this data. The Report also states that there is no

454 Department of National Treasury & SARS 2014:224
455 Davis Tax Committee 2015:31
456 Davis Tax Committee 2015:63
457 Davis Tax Committee 2015:31
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information to determine, among other facts, what the effect of the double taxation of
estate duty and CGT is on death*®,

The DTC’s First Report also furnished an unpublished SARS statistic in a different section
to where the estate duty sample was discussed which states that only 4% of the estates
reported to SARS in 2013 were liable for CGT**, The results of an analysis of the
effective tax rates on death by National Treasury is furthermore included in the Report
which uses further assumptions with regard to the percentage of an estate that is likely to
be subject to CGT, with a stated worst-case scenario maximum of 50% of the value of the

estate?®,

The above information in addition to the amount of CGT collected in total from
individuals as provided with regard to the 2013 tax year in the 2014 Tax Statistics
document*¢! by the Department of National Treasury and SARS*? may, however, be
utilised in conjunction with some reasonable assumptions to arrive at a very rough

estimate of the amount of CGT possibly paid on death in the 2013 tax year.

Although there may be many ways of approaching the calculation of such an estimate
given the little information available, the methodology followed in this research report
represents only one possible approach and by no means purports to provide a definitive or

accurate answer or even a statistical probability of the correctness of the estimate.

The assumptions used and the calculations are explained in detail in the results section
below. Such an estimate would provide an indication of the double taxation effect of CGT
payable on death in conjunction with estate duty and help to arrive at an indication of the
total taxes paid on death as a percentage of total revenue collected in South Africa, with
specific reference to the 2013 tax year. This may then be used to better compare the
collection of taxes on death as percentage of total revenue of South Africa to that of other

countries as was done in the DTC’s First Report?3,

As these numbers will only be able to provide an overall or average indication of CGT
payable on death based on a large sample of estates, a case study approach would not have

been appropriate for this problem statement. Any individual high-value estate contained in

458 Davis Tax Committee 2015:32

49 Davis Tax Committee 2015:57

460 Davis Tax Committee 2015:57

461 The 2013 Tax Statistics document did not contain a chapter on Other Taxes and Collections as
this chapter was only included in the Tax Statistics publications from the 2014 tax year onwards.
The 2014 Tax Statistics document does, however, contain historical data with regard to CGT
collections for individuals and companies per tax year going back to the 2010 tax year.

462 Department of National Treasury & SARS 2014:224

463 Davis Tax Committee 2015:29-30
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5.3

a case study may still be subject to some form of double taxation under certain
circumstances (for instance, where little or no CGT exemptions or roll-overs are
applicable to the assets in such an estate). It will therefore not be possible, using such an
approach, to reach a conclusion on the overall or average double taxation that occurs as a
result of assets in estates possibly being subject to both CGT and estate duty on the death
of the taxpayer. Instead, high-level extrapolations of the data made available in the DTC’s
First Report will be used to arrive at a rough, high-level estimate for total CGT collected

as a result of taxpayers’ deaths in the 2013 tax year.

Conclusion

This chapter explained the methodology used for the three case study problem statements
and for the problem statement regarding a high-level estimate of CGT paid on death. With
regard to the case studies, the case study timelines for both a trust and a personal estate
scenario were explained and the starting parameters and other assumptions used were
provided. The output parameters to be calculated were furthermore explained and the type
of data sets that will be made available in the annexures were listed. With regard to the
high-level estimate of CGT paid on death, the source of the seed information used in the
estimate was discussed as well as the high-level approach to be followed. Lastly, the
reasoning behind not following a case study approach for this problem statement was

discussed.
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6.1

6.1.1

Results and Discussion

Case studies to compare aggregate taxation as percentage of capital

held in trust versus that held in personal estate

In this section the results related to each outcome parameter introduced in chapter 5.1.11

will be presented as line graphs and discussed.

All the charts presented in this section use the following symbols and colour coding:

Solid lines with diamond-shaped markers denote the trust scenarios: (/\
Dotted lines with open circle markers represent the personal estate o
scenarios:

The comparisons are colour-coded as follows:

e Comparison 1: Current legislation: BLUE

e Comparison 2: DTC’s First Report: RED

e Comparison 3a: DTC’s expected Second Report and 2016 Budget Review
(upfront donations): GREEN

e Comparison 3b: DTC’s expected Second Report and 2016 Budget Review (trust

assets deemed property in estate on death):

Cumulative total taxation

The following chart represents the cumulative total tax, that is, income tax, CGT, estate
duty and donations tax (the latter relates to Comparison 3a only) over the course of each

scenario for all 4 comparisons.
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Figure 1 — Cumulative total taxation
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Discussion

The cumulative total tax amounts at the end of the various scenarios (in Year 50) do not
seem to differ greatly between the scenarios with roughly only a R20 million variance
between all scenarios after a period of 50 years (ranging from about R120 million to R140
million). The timing of the tax events at each of the major events will however have an

effect on the capital value retained, as will be seen in the charts to follow (Figure 3).

The sudden increases in cumulative tax seen in the various line graphs coincide with a
significant tax event in each scenario, for instance, estate duty and CGT on the death of
the founder or spouse or CGT payable due to a restructuring. When the capital value is

decreased due to a major tax event, the investment income generated in the following year
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(calculated as a percentage of the capital value at the start of each year*®*) will be reduced
which will result in less income tax due annually. This can be seen as a decreased slope in
certain line graphs after the occurrence of a significant tax event compared to other line

graphs.

As the capital is allowed to grow over the years following such an event, the taxable
income generated each year will gradually increase as will the income tax due. This can be
seen as a gradually increasing slope in each line graph in the above chart over a period of

time.

Year 30: In Year 30 (death of founder) all the personal estate line graphs for Comparisons
2, 3a and 3b see an increase as a result of estate duty due in the founder’s estate because of
the suggested repeal of the s 4 (q) estate duty deduction (with regard to inter-spousal
bequests)*. The only personal estate scenario that does not see an increase in taxes in this
year is that of Comparison 1 due to the s 4 (g) deduction still in place per current

legislation.

The only trust scenario that has a major tax event on the death of the founder is the one in
Comparison 3b due to the treatment of the trust assets as deemed property in the estate of
the founder. In the trust scenarios, the death of the founder could possibly result in a minor
increase in total taxes in that year as a result of estate duty due on the portion of any
remaining loan account of the founder that exceeds the s 4A abatement amount applicable
to each scenario. The only trust scenario that will have a minor estate duty on the death of
the founder is that of the baseline Comparison 1 as a result of the remaining loan account
exceeding the R3,5 million estate duty abatement per current legislation. In all the other
trust scenarios, the remaining loan account will fall below the increased s 4A abatements
(R6 million and R15 million in Comparison 2 and in Comparisons 3a and 3b respectively)

and therefore no estate duty will be due on the founder’s loan account in these scenarios.

Year 35: The major tax event in Year 35 will only affect the trust scenarios as this is the
CGT due as a result of restructuring the trust by distributing two thirds of the trust assets
to the two adult children (one third each) in order for them to set up their own trusts. The
extent of the tax event will however vary as the tax payable will depend on the value of
the trust assets at the end of Year 35. As can be seen, the amount of CGT paid by the trust
in Comparison 3b is markedly less than that paid in the other trusts as the trust in this
scenario already had a major tax event as a result of the death of the founder in Year 30

(estate duty) which would have depleted the capital value on which CGT will be

464 Refer assumptions per Table 3 in chapter 5.1.7
465 See discussion under chapter 4.4
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calculated in Year 35. The tax event in Comparison 2 (the DTC’s First Report’s
recommendations, which repealed the conduit principle) is also greater than that in the
other trust scenarios due to the higher capital gains inclusion rate applicable to trusts

which applies to the CGT calculation in this scenario.

Year 40: Year 40 shows a significant tax event for all the personal estate scenarios as a
result of estate duty and CGT due on the death of the surviving spouse. Even though the
total cumulative tax paid by all the personal estate scenarios are very similar at this point
(about R90 million), the real difference will be seen in the effect on the capital value in the
charts to follow (Figure 3). In the trusts, a relatively minor tax event occurs in this year as
the remaining assets in the original trust (Trust 1) is distributed to the two living

beneficiaries which triggers CGT.

Year 50: The exit event in Year 50 will attract more CGT in scenarios where the capital
value that has been achieved at the end of Year 50 is greater. It can therefore be seen that
the extent of the increase in cumulative taxes in that year is lower for the personal estate

scenarios than for the trust scenarios where higher capital values have been achieved.
Conclusion

Even though the initial recommendations in the DTC’s First Report with regard to the
repeal of the conduit principle was expected to be punitive for the trust scenario, it seems
as if such recommendations, if implemented, would not have resulted in significantly more
tax to be collected over the lifetime of a typical trust compared to that collected from trust
assets held under current legislation. The reason for this is that the capital gains on a
complete exit event (sale of all assets in a trust) under current legislation would have
resulted in a significant amount of CGT payable due to the increased capital growth that
had been achieved in a trust over several years. As mentioned in some of the
commentaries by professional bodies to the DTC’s First Report in chapter 4.8, the
restructuring of trust assets to cater for the needs of next generations is a fairly common
occurrence®® and if trust assets are allowed to grow in a trust without the interference of
punitive income taxes, the CGT payable at the time of such a restructuring is likely to be

significant.

466 FISA 2015:4 (para 2.6.2)
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6.1.2 Cumulative CGT, estate duty and donations tax

The next chart shows all cumulative taxes, with the exception of income taxes, over the

course of each scenario for all 4 comparisons.

Figure 2 — Cumulative CGT, estate duty and donations tax

Cumulative CGT, Donations Tax and Estate Duty (R million) *g
o
- 80 g’ =
& s 8
= S 2
= ° > 9
g Se
£5) |3
60 — g2
55
5 c8 POOOODOOD
50 5 5 D@D D DD O D q
T i ?GG@@@@@@G
3 >
|2 V—’ g
40 = g
£ §
»
30 )
20
10

—@— 1 - TRUSTS: Current legislation

=+ O ee1-PERSONAL ESTATE: Current legislation

e ) - TRUSTS: DTC's First Interim Report

s+ O e 2 - PERSONAL ESTATE: DTC's First Interim Report

el 33 - TRUSTS: Possible DTC's Second Report + 2016 Budget Review (upfront donations tax)

== @ == 33 - PERSONAL ESTATE: Possible DTC's Second Report + 2016 Budget Review (upfront donations tax)
3b - TRUSTS: Possible DTC's Second Report + 2016 Budget Review (deemed property inclusion)

3b - PERSONAL ESTATE: Possible DTC's Second Report + 2016 Budget Review (deemed property inclusion)

Discussion

The final cumulative CGT, estate duty and donations tax values at the end of the timeline
each scenario (in Year 50) do not seem to differ greatly between the various scenarios
with an estimated variance of just over R10 million between all scenarios after a period of
50 years (ranging from just under R60 million to just over R70 million). Just over half of
the estimated R20 million variance in the final value of total cumulative taxes seen in the
previous chart is therefore explained by the differences in CGT, estate duty and donations
tax collected over the 50-year period. The relevant differences in the once-off taxes
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collected at each of the major tax events between each of the scenarios can be more clearly
seen in this chart than in the previous chart and will therefore be discussed in more detail
below (although some overlap of the points raised in the previous chart’s discussion will

occur).

Year 0: The scenario with the highest cumulative tax collection at the inception of the
timeline is the trust in Comparison 3a due to the upfront donations tax due on transfer of
the assets to the trust. This will be over and above the CGT due on such a disposal which
will apply to all the other trust scenarios. None of the personal estate scenarios will have
any taxes due until the occurrence of death or a disposal.

Year 30: In Year 30 it can be seen that the highest taxation will occur in the trust scenario
of Comparison 3b due to the fact that the trust assets are included as deemed property in
the estate of the deceased founder (no CGT is assumed to be calculated on such assets on
death). The higher estate duty charge in this scenario (compared to those in the personal
estates in Comparisons 2, 3a and 3b) is a result of the trust assets having obtained a greater
capital value than the assets held in the personal estates due to the lower effective taxation
achieved in the trust as a result of income-splitting over a period of 30 years. With less
taxes deducted from the capital value in the trust each year than in the personal estate
scenarios, the effective capital growth achieved in the trust will be higher as a result of a
higher amount of after-tax capital remaining in the trust each year (while using the same
capital growth assumptions). This results of this increased capital growth will also be
demonstrated in the next chart (Figure 3) which depicts the capital value of the investment

asset over the course of the scenarios.

A minor increase in taxes will be seen for the trust scenario of Comparison 1 as a result of
the estate duty payable on the remaining value of the loan account of the founder which
exceeds the relatively lower s 4A abatement amount of R3,5 million. In the other trust
scenarios, the higher s 4A abatement amounts assumed (R6 million and R15 million) will

result in the remaining loan account on death to be free of estate duty in those scenarios.

The capital in the scenarios where assets are held in personal estates would have been
depleted by higher income tax payments in the hands of the original owner on the income
generated by such assets due to a higher effective income tax rate applying to such person.
The scenarios where assets are held in personal estates where the s 4(q) inter-spouse
deduction has been repealed (Comparisons 2, 3a and 3b) show the effect of estate duty due
on the death of the original owner. Due to the high estate values used in the scenarios, the
effect of the different s 4A abatement amounts (R6 million and R15 million respectively)

is not very pronounced in the graphical depiction of these cumulative tax values.
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Year 35: As aresult of the CGT payable due to the restructuring in the trust scenarios, the
trusts which have not seen any significant tax events up to this point (trust scenarios in
Comparisons 1, 2 and 3a), will see their first significant increase in cumulative taxes in
this year. The abovementioned trust scenarios’ cumulative tax values are now in closer to
those of the personal estate scenarios where the s 4 (g) deduction was repealed
(Comparisons 2, 3a and 3b). The trust scenario of Comparison 2 (in respect of the DTC’s
First Report’s recommendations) shows a marked increase in CGT payable in the year due
to the higher capital gains inclusion rate in trusts being used to calculate CGT as a
consequence of the suggested repeal of the conduit principle. The CGT paid in the trust
scenario of Comparison 1 is slightly less than such amount paid in the trust scenario of
Comparison 3a. This is mainly because of the upfront donations tax paid by the founder in
Comparison 3a’s trust scenario in Year 0 reduced somewhat by the relatively smaller
amount of estate duty paid in Comparison 1’s trust scenario on the founder’s loan account

in Year 30.

Year 40: The biggest tax amount levied on the death of the surviving spouse is in the
personal estate scenario of Comparison 1 (based on current legislation). The total tax paid
at that point in the other personal estate scenarios exceed the total cumulative estate duty
and CGT on death using current legislation by no more than about R5 million after a
period of 40 years. The timing of the estate duty payments in the first-mentioned scenarios
will however have a significant impact on the remainder of the capital value of the
investment asset as will be seen in the charts to follow (Figure 3). The trust scenarios
show CGT payments of varying magnitudes as a result of the distribution of the remaining
assets in Trust 1 to the two living beneficiaries. As explained in the previous section, the
CGT levied will be dependent on the capital value of the assets when liquidated. If the
capital value has therefore been depleted due to previous large tax payments, less CGT
will be due upon this liquidation. In the trust scenario of Comparison 2, the higher CGT
amount can also be explained as a result of the repeal of the conduit principle and the fact
that the gains realised will be subject to the high capital gains inclusion rate applicable to

trusts.

In the personal estate scenarios, the effect of the proposed increased estate duty rate of
25% applicable from a certain level of dutiable estate (assumed to apply to so much of
dutiable estates as exceed the value of R15 million*7) can be seen as the estate duty

calculated in the personal estate scenarios of Comparisons 3a and 3b is higher than that

467 See case study parameters selected in Table 5 in chapter 5.1.10.
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calculated for the scenario in Comparison 2 (where a single estate duty rate of 20%
applies).

Year 50: As was discussed with regard to the cumulative total tax chart in the previous set
of results, the exit event in Year 50 will attract more CGT in scenarios where the capital
value achieved at the end of that year was greater. It can therefore be seen that the extent
of the increase in cumulative CGT in that year is lower for the personal estate scenarios
than for the trust scenarios where higher capital values have been achieved. The CGT due
as a result of the exit from the trust scenario in Comparison 2 will be further elevated due

to the trusts’ high capital gains inclusion rate.
Conclusion

Even when income tax is stripped out from cumulative taxes, as was done in this part of
the analysis, it can still be concluded that, for the given set of scenarios, no large
additional amounts of taxes will be collected over a 50 year time period through the
implementation of the various recommendations. The timing of the taxable events will,
however, be affected by the recommendations and such events will now occur a couple of
years earlier than what is the case under current legislation. This is seen in the trust
scenario of Comparison 3b and the personal estate scenarios of Comparisons 2, 3a and 3b.
The potential therefore exists for wealth to be taxed earlier and more regularly, potentially
on the death of the founder or owner as well as on the death of the surviving spouse. In
high-net-worth estates and trusts, this would occur regardless of the large increases in the s
4A estate duty abatement being proposed as can be seen in the personal estate scenarios of

Comparisons 2, 3a and 3b where these increased abatement amounts have been applied.

Capital value

The following chart represents the capital value of the investment asset over the course of

each scenario for all 4 comparisons.
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Discussion

The potential punitive effect of the DTC’s First Report’s recommendations and the repeal
of the s 4(q) deduction for inter-spousal bequests can clearly be seen in this chart. The
end-values of the accumulated wealth in the scenarios differ vastly from about R140
million in the case of holding the assets in certain personal estate scenarios (Comparisons
2, 3a and 3b) to about R300 million when holding such assets in certain trust scenarios

(Comparisons 1 and 3a).

In this case study, holding the assets in a personal estate under the proposed estate duty
legislation results in a reduction of the eventual wealth to more than half of what it would
have been had the assets been kept in a trust under current legislation. Even if the 2016
Budget Review suggestions are implemented, whereby the trust assets are regarded as

deemed property in the estate of the founder on death (Comparison 3b), it will still be
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more beneficial from a capital appreciation point of view to hold the assets in a trust
instead. The recommendations are therefore not likely to result in more taxpayers opting to
hold assets in their personal estates but could rather result in the opposite, of more
taxpayers embracing estate planning opportunities with trusts, especially where high estate

values are involved.

Note that, if no exit event occurred in Year 50, the capital value at the end of that year
would have been allowed to grow at the same increasing slope seen in each line graph
prior to Year 49. Therefore the actual reduction of capital that occurred in Year 50 will be
greater than what is apparent from each line graph. As the exit event is deemed to occur on
the last day of Year 50, the taxation related to this event was calculated using the end-
value of the capital in Year 50, that is, after capital growth has been taken into account for
that year (less applicable income taxes paid on income generated by the capital value as at
the beginning of that year). This also applies to all other years in which a major tax event

occurred.

As can clearly be seen in this chart, the capital growth achieved over time by the
remaining capital value will partly recover the capital lost due to taxes but as the growth
occurs off a lower base, the capital value will forever be at a comparatively diminished

value.

Comparisons 1 and 3a: As it is assumed that the trust capital invested at inception of the

trust is unaffected by the taxes paid by the founder on initial transfer (that is, CGT and
donations tax in the case of Comparison 3a), the capital value achieved in the baseline
trust scenario in Comparison 1 is nearly the same as that achieved in Comparison 3a. The
capital end-value for the trust scenario of Comparison 1 will be slightly less due to the
relatively small amount of estate duty paid from the cash reserves of the trust assets on the

founder’s remaining loan account on his or her death in Year 30.

Comparison 2: Tt is only in Comparison 2 (the DTC’s First Report’s recommendations)
where the capital values in the trust scenario and the personal estate scenario are relatively
close to each other at the end of the 50-year test period. This is mainly the result of the
higher capital gains inclusion rate applicable to trusts which is used to calculate the CGT
payable in the trust scenario of this comparison as a result of the exit event in Year 50. In
all the other comparisons the capital end-value achieved in the trust scenario far exceeds

that achievable in the personal estate scenario.

Repeal of s 4(q): It can also be seen how the repeal of the s 4(q) deduction causes the

capital value in the personal estate scenarios of Comparisons 2, 3a and 3b to be reduced

for a second time in the space of 10 years on the death of the surviving spouse in Year 40.
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In these scenarios, the value to which the capital is reduced in Year 40 is nearly the same
lower capital value achieved in the year of the death of the founder or original owner in
Year 30. Long-term wealth preservation will therefore be severely hampered in these
cases by the fact that the capital value will have to recover from two major tax events in
relatively quick succession of each other. This successive reduction may even result in a

loss of capital in real terms*°8,

Estates containing assets with lower starting values may be protected by the increased s
4A abatements recommended but as soon as an estate’s value starts to significantly exceed
the abatement amounts, the founder may deem it a better option to preserve the family

wealth through the use of a trust structure.

Comparison 3b: Even where trust assets are included as deemed property in the estate of

the founder at his or her death, as seen in the trust scenario of Comparison 3b, the capital
growth potential still far exceeds that of holding the assets in a personal estate where the
assets could be subject to punitive successive estate duty payments on the death of both

the founder and the surviving spouse.
Conclusion

The potential punitive effect of the repeal of the s 4(q) deduction for high-value estates is
clearly indicated when comparing the effect of these recommendations on the capital value
of the asset achieved over time in the various scenarios. It seems as if capital losses in real
terms may be the result in certain cases which could further encourage high-net-worth
individuals to make use of estate planning strategies and trusts structures. Estate values
falling below the proposed increased s 4A abatements may however be protected from the
effect of this proposal. Studying the effects of the various recommendations on such

smaller estate values falls outside the scope of this research report.

Some of the taxation proposals with regard to trusts could also result in decreased trust
capital values over a period of time as a result of taxes levied at the major tax events and
deemed to be paid from cash reserves forming part of the total investment asset held in the

trust.

468 1n the assumptions used in the case studies, the capital value in the personal estate scenarios of
Comparison 3a and 3b is only about R8 million more at the end of Year 40 (R69 million) than what
it was at the end of Year 30 (R61 million) (Refer Table 46 in Annexure chapter 9.3.4). Doing a
time-value of money calculation (PV =61, FV = -69, N = 10, | = ?) this amounts to an effective
annual capital growth over this 10-year period of just 1.2% per year. With inflation assumed at 6%
per annum, this would constitute a loss in real terms of 4.8% per annum.
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6.1.4 Cumulative total tax as percentage of capital value

The following chart represents the cumulative total tax (presented in Figure 1) as a

percentage of the capital value in each scenario as presented in Figure 3 above for each
scenario in all 4 comparisons.

Figure 4 — Cumulative total tax as percentage of capital value

Cumulative total tax as % of Capital

o0
£
2
S
£
S
@

140%

120%

all assets

100%

Yr 35: Trust
restructured
for children

80%

Yr 21: Start of
retirement

withdrawals

60%

40%

20%

e®
0% &
O MM OROMNO AN NN OO NN ORI TSNNSO A NN O~ C
PR I T T = e B v P S VB N o o B o I U RN S A I s B B B e 1 B B s S S R s SIS R o
L B~ - - B~ =~ S T T T T T T T T T T T T T T T T T T T
QW W WY w WL W W MMM Mm T M T T M T M@ T M T T M T T M MMTT M T T M T T MM EOEOE M T O M MGOE O O
> > > >>>>>> 009w e e Q9w e ewewwo oo weweweweooeowe oW w
P O - T i I R R o I i N

=== 1 - TRUSTS: Current legislation

+e Qe 1-PERSONAL ESTATE: Current legislation

g ) - TRUSTS: DTC's First Interim Report

ee Qe ) - PERSOMAL ESTATE: DTC's First Interim Report

e 33 - TRUSTS: Possible DTC's Second Report + 2016 Budget Review (upfront donations tax)

= @& == 33 - PERSONAL ESTATE: Possible DTC's Second Report + 2016 Budget Review (upfront donations tax)
3b - TRUSTS: Possible DTC's Second Report + 2016 Budget Review (deemed property inclusion)

3b - PERSONAL ESTATE: Possible DTC's Second Report + 2016 Budget Review (deemed property inclusion)

Discussion

This chart shows total cumulative taxes paid to date in any given year as a percentage of
the capital or estate value at the end of that year. The sudden increases seen in this
parameter in the year of a major tax event will be due to both the taxes (CGT or estate
duty) calculated in that year based on the capital value at the end of that year (prior to the
reduction of capital as a result of such taxes) and the decreased capital value at the end of
that year after such taxes have been deducted. In the years following a major tax event,
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this parameter will steadily decrease as the denominator (capital value) increases due to

annual capital growth (net of income taxes and withdrawals).

Also note the slight concave shape of the line graphs which coincides with the
commencement of retirement withdrawals in Year 21. This is an effect which was not as
visually apparent in earlier charts. The retirement withdrawals (which increase with
inflation each year) will reduce the capital value more rapidly in each successive year and
the decreasing capital value (as the denominator of this parameter) will result in a slightly
increasing slope in the years immediately following the commencement of retirement

withdrawals (from Year 21).

If the capital value starts to decrease below the cumulative tax amounts paid to date, the
slope will increase until the capital has been fully depleted. Due to the high starting values
for the asset base selected together with relatively small retirement withdrawal amounts,
this effect will not be seen using the selected parameters. If these parameters are adjusted
(for instance, a lower starting value of the assets held and/or an increased annual
retirement withdrawal amount) such effects will, however, appear. Studying the
differences in the end-results for different starting parameters falls outside the scope of

this research report.

For the most part, all the trust scenarios follow a similar pattern with marked increases in
this parameter in the years when the trust is restructured (Year 35), when the final amount
of assets is distributed on the death of the surviving spouse (Year 40) and as a result of the

exit event (Year 50).

Comparison 3a (Trust): The line graph for the trust scenario in Comparison 3a differs

from that of the other trust scenarios in that it has a higher starting value due to the upfront
donations tax paid upon transfer of the assets to the trust. As the growth in the capital
value starts to overshadow this upfront payment, the parameter converges nearly
completely with that of the trust scenario of Comparison 1 over time. As a result, the
overall cumulative taxes paid calculated as a percentage of the remaining capital value
rarely exceeds the maximum income tax margin of individuals (41%) which therefore

seems to be a reasonable outcome.

Comparison 3b (Trust): Comparison 3b also differs from the rest of the trust scenarios

due to the impact of estate duty due on the death of the founder in Year 30 in addition to
the events in other years. As the assets remain in the trust and subject to the conduit
principle, it can be seen that this parameter does recover somewhat over time as increased

capital growth is achieved.
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Comparison 2 (Trust): The impact of the repeal of the conduit principle tested in

Comparison 2 can be clearly seen in the line graph depicting the trust scenario. The annual
income taxes are higher than those of the other trust scenarios throughout the test period
and the effect this has on the parameter in years when major tax events occur is much
more pronounced than what is seen in the other trust scenarios. As a result of the high
capital gains inclusion rate in the trust, the exit event in Year 50 causes the parameter in
the trust scenario to end up at a value that is very close to that of the personal estate
scenario used in this comparison set. This is the only comparison in which this is the case,
with the end-result of all the other trust scenarios being more beneficial than their personal

estate scenario counterparts by a much larger margin.

Personal estate scenarios: Of concern is the level to which the cumulative taxes as a

percentage of capital value increases for the personal estate scenarios where the repeal of
the s 4(qg) deduction was applied. The cumulative taxes paid as a percentage of the
remaining capital value, calculated in the year that the surviving spouse dies, exceeds the
value of the remaining capital at that time by about 20% to 30% of such capital value. This
means that the overall taxes paid on an asset at that point in time will exceed the value of
the remaining capital by a wide margin. Even though some recovery will occur as the
remaining capital is allowed to grow over the years following the death of the surviving
spouse, it is likely that more than one decade of capital growth will be required before a

better balance between the cumulative taxes paid and the capital value can be obtained.
Conclusion

The parameter discussed in this section includes income taxes as well as CGT and estate
duty (and donations tax where applicable) as a percentage of the remaining capital value
of an investment asset. Even though these taxes include more than just the capital taxes it
will give an indication of any unintended consequences of the DTC’s various proposals as
the Committee’s reasons for the repeal of the conduit principle in the First Report, for
instance, was to compensate the Receiver for any perceived losses in estate duty as a result
of the use of such trust and inheritance structures*®. It was therefore deemed necessary to
include overall taxes in the analysis and not only capital or wealth taxes in order to get an

understanding of the overall consequences of the various recommendations.

The DTC’s First Report’s recommendations would have more than compensated for any
estate duty loss per current legislation, that is, if comparing Comparison 2’s trust

scenario’s final outcome to that of the personal estate scenario of the baseline Comparison

469 Davis Tax Committee 2015:44
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6.1.5
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1 (see Figure 1) but at the cost of depleting the remaining capital value markedly more

(see Figure 3). Once again, the punitive effects of the repeal of the s 4(q) deduction was

clearly demonstrated in the personal estate scenarios of Comparisons 2, 3a and 3b.

Cumulative CGT, estate duty and donations tax as percentage of capital value

The following chart represents all cumulative taxes except income tax (presented in Figure

2) as a percentage of the capital value in each scenario as presented in Figure 3 above for

each scenario in all 4 comparisons. Supplementary results will be presented in table format

prior to the discussion below.

Figure 5 — Cumulative CGT, estate duty and donations tax as percentage of capital value

Cumulative CGT, Donations Tax and Estate Duty as % of Capital

-
7]
3
F=

-

un

o
S

>

——@—1 - TRUSTS: Current legislation

=+ = 1- PERSONAL ESTATE: Current legislation
) - TRUSTS: DTC's First Interim Report

s+ e ) - PERSONAL ESTATE: DTC's First Interim Report

== 33 - TRUSTS: Possible DTC's Second Report + 2016 Budget Review (upfront donations tax)

restructured
for children

Surviving

@

23 p
FIC]
@

all assets

W Wy Py gy,
a°
@

a_ oy
®,

ht .'.".".'.'.:@
@

©]
o]
®@n

3

~
v 24 A 44
c v, 7 4 4
0900COVVCOOT FOOUC O FICTBPR o000
o~ oAdNMSTNOROOOISDAdNMNMTUUONOOISDdNMSTN OIS AN ONSEOC
e e A A A AT A AT A A NN NN AN NN NS ST S S W
W0 MmO Wm0 o o o o e e S e e e e B A A e A B e A B A e A A e e B b e A e e A A e e B
Q9 QYL YTOCOCMEOIOM<MS?IMIMGTIMTIMTI(MDTIOTI @I@GH®IMTIM?*MTI@TIMTI@T @I @IM@MDIMIMI@?I@TI@I@HMH @I MDTI@IMI@@M
S>>0 00O W WwwowoWwoouweooweoeeoooooeoooweowoweoowooouoeewouow
P o i i L oo - i i i i

= @& == 33 - PERSONAL ESTATE: Possible DTC's Second Report + 2016 Budget Review (upfront donations tax)

3b - TRUSTS: Possible DTC's Second Report + 2016 Budget Review (deemed property inclusion)

3b - PERSONAL ESTATE: Possible DTC's Second Report + 2016 Budget Review (deemed property inclusion)

117



Supplementary results

This chart has a similar set of outcomes as seen in the discussion of the previous

parameter’s results but excludes the effect of cumulative income taxes. An analysis of this
parameter can be used to test whether these taxes will tend, over time, to materially exceed
the maximum international benchmark for capital taxes of 15%, which was cited earlier*’

(shown as a dashed black line in the above chart).

The sudden increases seen in this parameter in the year of a major tax event will be due to
the combined effect of the capital taxes (CGT, estate duty or donations tax in the case of
Comparison 3a) calculated in that year based on the capital value at the end of that year
(prior to the reduction of capital as a result of such taxes) and the decreased capital value
at the end of that year after such taxes have been deducted. In the years following a major
tax event, this parameter will steadily decrease as the denominator (capital value)

increases due to annual capital growth (net of income taxes and withdrawals).

As this parameter will be evaluated against a benchmark it is important to note that the
way that these parameters have been calculated and shown in the various line graphs will
result in an elevated percentage in the year of the major tax event due to the simultaneous
impact of the event on both the numerator and the denominator of the parameter in the
same year. The data represented graphically in years following a major tax event will be
unaffected by this effect as cumulative taxes will be calculated as a percentage of the new
reduced capital value at each year end which will yield the same high values as seen on

the line graphs in those years.

The following table provides additional values not represented graphically which
calculates the capital taxes as a percentage of the capital value at the end of each year
before the deduction of such taxes from the capital value for each of the major tax event
years. The values presented per scenario for each of the major tax events in the below
table will therefore be lower than those represented graphically in Figure 5 for those
scenarios but only in the years in which those tax events occur. All other values depicted
in the above chart in all other years will remain unchanged for all scenarios. Values
exceeding the 15% benchmark in the table below will be shown in red and table cells with
progressively darker backgrounds depict progressively higher bands of values above the
15% benchmark.

470 See discussion under chapter 4.3.3
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Table 6 — CGT, estate duty and donations tax as percentage of year-end capital value before payment of tax

Total CGT, estate duty and donations tax as percentage of
year-end capital before payment of taxes
Comparison and
. Year 30: Year 35: Year 40: Year 50:
scenario — — — —
Founder Trust Spouse dies Sale of all
dies restructured assets
- 1.47% 11.13% 13.73% 17.30%
72 0% 0% 34.77% 33.33%
Comparison 2:
1.05% 20.38% 29.59% 36.42%
Trust*”®
Comparison 2:
18.41% 16.94% 47.25% 41.88%
Personal estate*™
Comparison 3a:
2.95% 12.21% 14.59% 17.71%
Trust*®
Comparison 3a:
19.06% 17.68% 49.76% 44.67%
Personal estate*®
a 24.02% 33.00% 31.21% 25.54%
78 19.06% 17.68% 49.76% 44.67%

Discussion

All the trust scenarios’ line graphs exhibit a similar pattern of movements for the most

part. The trust scenarios start with a slightly elevated level in Year 0 due to the CGT paid

on the transfer of assets to the trust. As the growth in the capital value starts to

overshadow this upfront CGT payment, the parameter will gradually reduce over time

until the first major tax event occurs. The trust scenario in Comparison 3a has a higher

471 Refer Table 21in Annexure chapter 9.1.5
472 Refer Table 26 in Annexure chapter 9.1.6
473 Refer Table 38 in Annexure chapter 9.2.5
474 Refer Table 43 in Annexure chapter 9.2.6
475 Refer Table 55 in Annexure chapter 9.3.5
476 Refer Table 60 in Annexure chapter 9.3.6
477 Refer Table 72 in Annexure chapter 9.4.5
478 Refer Table 77 in Annexure chapter 9.4.6
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starting value due to the inclusion of both CGT and the upfront donations tax paid.
Subsequently, the same gradual reduction due to the capital growth of the asset is seen in

this line graph.

The first major tax event occurring in most of the trust scenarios is the first restructuring
of the trust in Year 35. The trust scenario in Comparison 3b will also have a major tax
event in the year of the death of the founder (Year 30) due to estate duty paid as a result of

the trust assets included as deemed property in the estate of the deceased founder.

Comparison 1 (Trust): In the baseline comparison for trusts, the capital taxes hardly ever

exceed the 15% benchmark and when this does occur (as a result of the exit event in Year
50), the benchmark is not materially exceeded (cumulative capital taxes of 17.30% of the

capital value prior to adjustments*’®).

Comparison 3a (Trust): The results for this trust scenario is very similar to that seen in

the baseline Comparison 1 apart from the effect of the upfront donations tax which sees
this parameter nearing the 30% level at that time*®, although it tapers off to below the
15% benchmark in under a decade. Relative to the 50-year timeline, this may be seen as
fairly reasonable overall, however, the forced upfront tax payment and resultant cash
outflow required may act as a deterrent for some potential trust founders to create an inter

vivos trust in the first place.

Comparison 3b (Trust): This trust scenario sees the parameter reaching a level of

24.02% in the year of the founder’s death due to estate duty, with a maximum level
reached in Year 35 of 33.00%% due to CGT paid as a result of the restructuring of the
trust. The distribution of the remaining assets after the death of the surviving spouse in
Year 40 also results in a smaller increase and then the value almost recovers to below the
15% level over the next decade until the time of the exit event in Year 50 where it ends at
25.549%%3,

The estate duty due on the death of the founder exceeds that which is due for the scenarios
where the assets are held in the personal estate of the founder as the assets in the trust have
been allowed to achieve growth at a greater effective rate due to the reduced effective tax

rate that the trust income will enjoy over a longer period. This is a result of the application

of the conduit principle to distributed trust income and splitting such income to multiple

479 Refer Table 6 above

480 This value is unaffected as the donations tax and CGT paid in the Year 0 is not deemed to
reduce the capital value transferred to the trust.

481 Refer Table 6 above

482 Refer Table 6 above

483 Refer Table 6 above
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beneficiaries to whom a lower effective tax rate may apply. As such, the estate value on
which estate duty is calculated at the end of Year 30 in the trust scenario will be greater
than the estate value held in personal estates at the end of that year (see also Figure 3 in

this regard) resulting in a higher amount of estate duty payable in the trust scenario.

Comparison 2 (Trust): As a result of the higher capital gains inclusion rate of trusts

which will apply in this scenario where the conduit principle has been repealed, the CGT
in Year 35 and 40 as a result of restructuring the trust or distributing the remainder of the
trust assets from the original trust (Trust 1) to the beneficiaries, is roughly double that of
the baseline trust scenario in Comparison 1. The maximum level of this parameter prior to
the exit event reaches just under 30% in Year 40%%, which is less than the maximum value
seen in the trust scenario of Comparison 3b up to that point*®. The exit event in Year 50,
however, sees this value increase to 36.42% which far exceeds the maximum level in

any of the other trust scenarios.

Comparison 1 (Personal estate): The baseline personal estate scenario of Comparison 1

shows that the combined estate duty and CGT paid on the death of the surviving spouse
equals 34.77% of the asset value at year-end prior to the payment of such taxes from the
capital value*®”. This value shoots up to just below 50% in the following year as a result of

the reduced capital value (see data point in Year 41 of this personal estate scenario’s line

graph).

Comparisons 2, 3a and 3b (Personal estate): The maximum level reached for these

scenarios in the year of the death of the surviving spouse is 47.25% for Comparison 2 and
49.76% for both Comparisons 3a and 3b.%® The values for Comparisons 3a and 3b are
slightly higher than for those for Comparison 2 due to the increased estate duty rate of

25% assumed to apply to so much of the dutiable estate value as exceeds R15 million®®.
Conclusion

The recommendations tested in Comparisons 2, 3a and 3b which affect the personal estate
scenarios resulted in cumulative capital taxes as a percentage of the capital value to

materially exceed the international benchmark of 15%*° with maximum values occurring

484 Refer Table 6 above

485 For the trust scenario of Comparison 3b, the maximum value occurs in Year 35 which is
calculated as 33.00%% per Table 6 above.

486 Refer Table 6 above

487 Refer Table 6 above

488 Refer Table 6 above

489 See case study parameters selected in Table 5 in chapter 5.1.10.

490 See discussion under chapter 4.3.3
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6.1.6

in the years of taxable events reaching percentages in the high forties (nearly 50%)*. It is
therefore likely for the implementation of such recommendations to result in extensive
planning and significant avoidance and evasion, which may in turn reduce the effective
yield*®2,

The maximum values reached for cumulative capital tax as a percentage of capital
resulting from the recommendations with regard to trusts in Comparisons 2 and 3b went
up to percentages in the mid-thirties**® which are still more than double that of the 15%
benchmark. The recommendations for the tax treatment of trusts tested in Comparison 3a
only reached a maximum at the end of the scenario of under 20%°*. The upfront
donations tax payable in this scenario, however, resulted in a value of nearly 30% in Year
0%% although this value decreased below the 15% benchmark in under a decade due the

capital growth achieved in the trust.

The results from these case studies with their selected starting parameters and events
therefore seem to indicate that the bulk of the various recommendations with regard to
both personal estates and trusts are likely to result in extensive planning and significant
avoidance and evasion to occur in the case of high-net-worth estates or trusts. This may
include drastic steps like tax and exchange control emigration which may result in a
withdrawal of a significant amount of South African-held investments by private

individuals.

Difference between personal estate and trust scenarios: Cumulative total tax as

percentage of capital value

The following chart represents, per comparison, the cumulative total tax as percentage of
capital value as presented in Figure 4 for each personal estate scenario less that of the trust
scenario. A positive result will indicate when more total tax per capital value is paid for
assets held in a personal estate (that is, a trust would have given better results) whereas a
negative value indicates when more tax per capital value is paid in a trust (in other words,
holding assets in a personal estate would have been preferred from a total tax per capital

value perspective).

491 Refer Table 6 above

492 See discussion under chapter 4.3.3
493 Refer Table 6 above

494 Refer Table 6 above

49 See Figure 5 above
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Figure 6 — Difference in cumulative total tax as percentage of capital value between personal estate and trust

Difference: Cumulative total tax as % of Capital in Personal Estate less that in Trust
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Discussion

In addition to the major tax events indicated in all the previous charts, the above chart also
shows the years in which the trust scenario first becomes more beneficial, from a total tax
per capital value point of view, than the personal estate scenario (indicated as crossover
points). Note that these results will be applicable to high-net-worth trust and personal
estate situations. Estate values which may be protected by the increased s 4A estate duty
abatements proposed will display different results than those seen in the chart above. The
analysis of such estates, however, falls outside the scope of this study.

Comparison 1: In the baseline comparison, the trust’s total tax per capital value ratio is
marginally better than that of the personal estate from Year 5 onwards and only the major
restructuring of trust assets (Year 35) causes the trust scenario’s ratio to be worse than the
personal estate’s due to the CGT paid on restructuring which would only have been
payable in the trust scenario. In the year of the death of the surviving spouse, this situation
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is drastically reversed as a result of the estate duty and CGT paid in the personal estate
scenario after which the trust scenario remains markedly more beneficial from a total tax

per capital value point of view, regardless of the exit event in Year 50.

Comparison 2: In the comparison between trusts and personal estates where the DTC’s
First Report’s recommendations are applied, the personal estate scenario’s total tax per
capital value ratio remains marginally more beneficial than that of the trust during the full
lifetime of the founder due to the repeal of the conduit principle and the flat rate of 41% at
which all income will be taxed in the trust. Only on the death of the founder (Year 30), as
a result of the repeal of the s 4(qg) deduction, does the personal estate scenario’s total tax
per capital ratio become significantly more than that of the trust scenario. This is
temporarily reversed in the year that the trust assets are restructured (Year 35) only to
swing strongly in favour of the trust once again on the death of the surviving spouse in
Year 40. This comparison is the only one in which the exit event in Year 50 has a drastic
effect on difference between the scenarios’ ratios and where the personal estate scenario
becomes marginally more beneficial. This is due to the high CGT inclusion rate in trusts
which is applicable to the calculation of the exit tax due in the trust scenario of this

comparison.

Comparison 3a: Due to the upfront donations tax paid, the total tax per capital value ratio

only becomes more beneficial in the trust scenario from Year 16 onwards (compared to
Year 5 in Comparisons 1 and 3b). After this year, however, the recommendations with
regard to the repeal of the s 4(q) deductions keep the trust in a better position than the
personal estate from a total tax per capital value without any exceptions. Even the CGT
due on the initial restructuring of the trust in Year 35 does not reverse this situation in

favour of the personal estate (as had happened in Comparisons 1, 2 and 3b).

Comparison 3b: Even though the trust’s total tax per capital ratio starts to exceed the

personal estate’s ratio from Year 5 onwards, the estate duty on the death of the founder (as
a result of the inclusion of all trust assets as deemed property in the estate of the deceased
founder) will result in the personal estate and trust scenarios to be almost on a par (Year
30), with the personal estate being more preferential by a very small margin. In the year of
the trust restructuring (Year 35), the personal estate’s ratio will be better than that of the
trust in a more pronounced way. The death of the surviving spouse in Year 40, however,
will swing the difference in ratios decidedly back in favour of the trust again where it is

likely to remain for several years to follow.
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6.1.7

Conclusion

Even though some of the recommendations will result in the total tax per capital ratio for
high-net-worth assets held in a personal estate to be slightly better than that in a trust for
short periods of time, the estate duty that will be due on the death of the surviving spouse,
together with the repeal of the s 4(q) deduction will still make a trust more preferential by
a large margin in all the comparison case studies. Only the recommendations of the DTC’s
First Report would have made the exit from a trust extremely costly from a total tax per
capital value point of view compared to selling all assets held in a personal estate (as seen
in Year 50).

Difference between personal estate and trust scenarios: Cumulative CGT, estate duty

and donations tax as percentage of capital value

The following chart represents, per comparison, the cumulative total capital taxes (that is,
all taxes excluding cumulative income taxes) as percentage of capital value as presented in
Figure 5 for each personal estate scenario less that of the trust scenario. A positive result
will indicate when more total capital taxes per capital value is paid for assets held in a
personal estate (that is, a trust would have given better results) whereas a negative value
indicates when more capital taxes per capital value is paid in a trust (in other words,
holding assets in a personal estate would have been preferred from a total CGT, estate

duty and donations tax per capital value perspective).
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Figure 7 — Difference in cumulative CGT, estate duty and donations tax as percentage of capital value
between personal estate and trust

Difference: Cumulative total CGT, estate duty and donations tax as % of Capital in
Personal Estate less that in Trust

70%

60%

Yr 50: Sale of
all assets

50%

40%

Yr 35: Trust
restructured for
children

30%

Worse off in personal estate (trust preferred)

________ ;\_;\_/: S ATA A AA AR IS A I AT
D0
P

snai ul
40 3sio\

-20%

Yr 40: Surviving
spouse dies

-30%

-40%

OCHANMTN OO ANMTNONEACSANMNMTNONDNDANMNMTFTNONSNDNDANMTINONOD D o
C Lt i rddddddddddNN NN AMmAOn T ST T T ST T T T DN
Mm@ M @ @ @ @ @ @ (@ S b= S S S S S S S S S S S S S S G S e G S G e G e S e S G S S S S S S e S e G e S S
QWY W Y e w W w e moImMmI@oTIMmTI @oT° MoImMT° @S MMT E@ U @@ @@OTI @MTIe@eT* M- @ MW? @ M@/ MMM/ @M E@ MMT @OoTIMmTIMTIMoT e@ETMoST e MMTI @CT° MmT* @ MMmTI MMT* @\ @ @M
D= 2= 5= > > > > > > > U W e Wwewowwewwe e oeweoweowoeooeeoowweeouowoeue owewowooeoowouooouoe oo w

3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3= 3 3= 3 3> 3 3 3= 3= 3> 3> 3> > > > > > >

=—§=—1 - Difference PERSONAL ESTATE less TRUSTS: Current legislation
= - Difference PERSONAL ESTATE less TRUSTS: DTC's First Interim Report
== 133 - Difference PERSONAL ESTATE less TRUSTS: Possible DTC's Second Report + 2016 Budget Review (upfront donations tax v R15 m abatement, nos4(q))
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Discussion

This comparison, using cumulative CGT, estate duty and donations tax per capital value
only, looks similar to that seen in the previous chart which included all cumulative taxes
per capital value but due to the absence of cumulative income taxes in the above chart,
which could make up differences in the tax per capital value ratio over a period of time,
this chart shows all comparisons as being in favour of the personal estate until a major

estate duty payment is due, in which case the total tax per capital ratio shifts significantly
in favour of the trust.

Comparison 1: The baseline comparison only moves in favour of the trust on the death of
the surviving spouse in Year 40 and the CGT due as a result of the restructuring in Year

35 will result in the trust scenario temporarily being markedly worse off than the personal
estate.
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Comparison 2: As a result of the proposed repeal of the s 4(g) deduction, this comparison
will move in favour of the trust scenario in the year of the founder’s death (Year 30)
already. The high capital gains inclusion rate applicable in the trust as a result of the repeal
of the conduit principle will result in the trust restructuring in Year 35 turning the
advantage back to the personal estate but the estate duty and CGT due on the death of the
surviving spouse in Year 40 will swing the comparison significantly back in favour of the
trust scenario. The exit event in Year 50 will set the comparison back to a neutral position

once more due to the high CGT payable in the trust scenario.

Comparison 3a: Apart from the effect of the initial donations tax paid, this comparison
will turn in favour of the trust in the year of death of the founder (Year 30) as a result of
the abovementioned estate duty recommendations and remain as such until the end of the

case study’s timeline.

Comparison 3b: Even though the repeal of the s 4(q) deduction will result in estate duty
payable in the year of death of the founder (Year 30), the trust asset value will be higher
than the asset value held in the personal estate in that year due to the reduced effective tax
rate enjoyed in the trust up to that point compared to the higher effective tax rate which
will be applicable to the asset held in a personal estate. As the trust assets are deemed to
be included in the founder’s estate, more estate duty will be payable on this higher trust
asset base than on the lower asset base achieved in the personal estate. Having held the
assets in a trust will therefore result in the trust scenario being worse off than the personal
estate scenario in Year 30. The restructuring of the trust in Year 35 will result in a further
swing in favour of personal estates and only on the death of the surviving spouse in Year

40 will the trust be preferred.
Conclusion

The estate duty recommendations tested in Comparison 2, 3a and 3b will result in most
comparisons being better off in the trust than in the personal estate in the year in which the
founder dies with the exception of Comparison 3b where the deemed property inclusion of
trust assets in the estate of the founder at his or her death in Year 30 will result in the trust
being worse off in that year. Regardless of the effect of the restructuring of the trust in
Year 35, from Year 40 onwards, the effect of estate duty and CGT due on the death of the
surviving spouse will swing all the comparisons back in favour of the trust. Only
Comparison 2’s trust exit event in Year 50 will have the effect of neutralising all the

relative tax benefits that have been achieved from the use of a trust up to that year.
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6.1.8

6.2

Conclusion

This chapter discussed the results of the case studies which did comparisons of seven
different parameters for each of the given case studies, where each case study consisted of
both a trust and a personal estate scenario. The punitive effect of the repeal of the s 4(q)
estate duty deduction for inter-spousal bequests was clearly demonstrated in several
instances (when looking at both the negative effect on the ability to preserve capital as
well as the successive taxation of essentially the same asset base). Several of the new
proposals resulted in effective capital tax rates far in excess of the deemed maximum
capital tax benchmark of 15% which may result in more aggressive estate planning
strategies being employed should such proposals be enacted. It was also shown that
transferring assets to a trust will only result in a marginal tax advantage for the largest part
of the duration of the trust compared to keeping such assets in a personal estate. It is only
on the death of the founder and the surviving spouse that the trust will become markedly

more advantageous with regard to the ability to preserve capital for future generations.

The case studies focused on the effect of the various recommendations by the DTC and
the changes announced in the 2016 Budget Review on high-net-worth trusts and personal
estates to analyse the worst-case effect of the different recommendations in such
scenarios. The effect of the various recommendations on smaller estates, which may enjoy
the protection of the increased s 4A abatements proposed, was not tested as this falls

outside the scope of this research report.

High-level estimate of CGT payable on death — considering the possible
double taxation effect of estate duty and CGT on death

The below paragraphs explain the basis and assumptions used to arrive at a possible high-
level estimate of the CGT payable on death to provide an indication of a possible double
taxation effect of estate duty and CGT on death. The estimate is calculated using these
assumptions and is followed by a discussion of the results and possible limitations to the

methodology used.
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6.2.1

Assumptions used

In the DTC’s First Report, reference is made to statistics furnished by SARS that only 4%
of estates reported to SARS in 2013 were liable for CGT*%. This low percentage is a result
of the fact that most estates are made up of assets that are exempt from CGT due to
specific exclusions and rollovers such as life insurance proceeds, retirement fund benefits,
bequests to the surviving spouse*’, small business assets*8, primary residences*®®, cash®®

and personal-use assets® which includes motor vehicles®®,

The DTC’s First Report also includes an analysis conducted by National Treasury of the
effective tax rate on death®°® which makes the assumption, based on the various exclusions
for CGT available, that the worst-case scenario with regard to CGT is for 50% of the total
estate being subject to CGT (other scenarios shown in the graphic analysis contained in
the Report is one where 25% of the estate is subject to CGT and another where no CGT is
payable by the estate).

In another section of the DTC’s First Report a high-level breakdown is given of a sample
of estates and estate duty collected in the 2013 tax year®®. The sample covers 70% of
estate duty collected in 2013°% which contains data related to 659 estates and accounts for
R794 million estate duty collected®®. The Report states that the total estate collected in the
2013 tax year was R1,13 billion>*” in which case the sample covers, if recalculated,
70.18% of the total estate duty collected®®. Per the 2013 Tax Statistics published by

4% Davis Tax Committee 2015:57. No reference is given in the DTC’s First Report to the specific
data source from SARS therefore the information is assumed to be unpublished SARS statistics and
it is furthermore assumed that the words ‘in 2013 used in the Report refer to the 2013 tax year.

497 per para 40 of the Eighth Schedule to the Income Tax Act

498 per para 57 of the Eighth Schedule to the Income Tax Act

499 per paras 44-50 of the Eighth Schedule to the Income Tax Act

500 Cash or currency is specifically excluded from the definition of ‘asset’ in para 1 of the Eighth
Schedule to the Income Tax Act

501 per para 53 of the Eighth Schedule to the Income Tax Act

502 Davis Tax Committee 2015:57

503 Davis Tax Committee 2015:56-58. No reference is given in the Report to the specific data
source from National Treasury therefore the information is assumed to be unpublished National
Treasury material.

504 Davis Tax Committee 2015:31,63

%5 The DTC’s First Report states that the total estate collected in the 2013 tax year was R1,13
billion (Davis Tax Committee 2015:31) in which case the sample covers, if recalculated, 70.18% of
the total estate value collected. Per the 2013 Tax Statistics published by National Treasury and
SARS, however, the total estate duty collections for that tax year were given as R1,013 billion
(Department of National Treasury & SARS 2013:24). If this is taken as correct, the sample total as
percentage of total estate duty collections would equal 794 / 1013 = 78.38%. This will affect the
results marginally.

506 Davis Tax Committee 2015:31

507 Davis Tax Committee 2015:31

508 Calculated as the sample total per Table 7 of R794 million as a percentage of R1,13 billion, that
is, 794 / 1130 x 100 = 70.18%.

129



National Treasury and SARS, however, the total estate duty collections for that tax year
were given as R1,013 billion>®. If this is taken as correct, the sample total would represent
78.38% of the total estate duty collections in the 2013 tax year®'® and not 70% as stated in
the Report. The value to be used for the purpose of the assumptions below will therefore

be 78% (rounded down to simplify calculations).

The estate duty sample data contained in Table 25! (and again in Table 6°?) of the DTC’s
First Report is partially replicated in the table below:

Table 7 — SARS statistics regarding sample of estate duty collected in 2013 tax year covering 70% of estate
duty collected

Estate duty collected
Estate value Estates by number
(R million)

Less than R10 million 547 158
R10 million to R20 million 69 145
R20 million to R30 million 17 73
Above R30 million 26 418
Total 659 794

As the above data is given in a very high-level format only, one approach of determining a
very rough estimate of CGT collected on death based on the 2013 numbers and estimates
given by SARS in various parts of the DTC’s First Report could be done based on the

following set of assumptions:

1. Firstly it is assumed that the 78% estate duty sample is distributed
proportionally across the four broad bands of estate values given in the
Report.

2. A further assumption following from the first is that both the number of
estates and the amount of estate duty collected given in the above sample
equal 78% of the total number of estates which paid estate duty and the

total amount of estate duty collected respectively®.

509 Department of National Treasury & SARS 2013:24

510 Calculated as the sample total per Table 7 of R794 million as a percentage of R1,013 billion,
that is, 794 / 1013 x 100 = 78.38%.

511 Davis Tax Committee 2015:31

512 Davis Tax Committee 2015:63

513 Per the wording used in the DTC’s First Report’s Report, the sample reflects a certain
percentage of the estate duty collected in the 2013 tax year therefore the sample specifically relates
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3. A third assumption is that the 4% of estates reported to SARS in 2013 that
were liable for CGT*!* are equally distributed across the four broad bands
of estate values given in the above tables®®®.

4. A fourth assumption is that the average estate values for each of the first
three estate value bands are calculated as the midpoint of the range of
estate values®!® and for the fourth estate value band (estates above R30
million in value) an average of R80 million will be selected®!’.

5. The fifth assumption is that the net estate value calculated as property and
deemed property less allowable deductions (which includes liabilities and
bequests to the surviving spouse) is a good proxy for the total possible
capital gain of an estate®!® and that the three options for the percentage of
an estate’s value subject to CGT as used in the National Treasury analysis
in the Report (that is, 0%, 25% and 50%) multiplied by the net estate value

to the amount of estate duty collected and not necessarily to the number of estates from which such
estate duty was collected. As no additional information is provided in the Report, the assumption
made for the purpose of calculating the above rough estimate of CGT collected, is that the sample
was taken proportionally across the four estate value bands and that the number of estates covered
by the sample is also equal to or nearly equal to 78% of all estates from which estate duty was
collected in the 2013 tax year.

514 Davis Tax Committee 2015:57. No reference is given in the Report to the specific data source
from SARS therefore the information is assumed to be unpublished SARS statistics and it is
furthermore assumed that the words ‘in 2013’ used in the Report refer to the 2013 tax year.

515 This assumption is deemed reasonable as the 4% number is a result of the type of assets held in
the estates (for instance, CGT exempt assets and assets subject to rollovers) and not necessarily a
function of the value of the estates. Wealthier deceased estates are also more likely to have been
subject to estate planning where the use of trusts and other mechanisms may be in place in order to
avoid excessive CGT being due on death.

516 |t may be more likely that the estate values in each of the first three bands, especially the first
one (less than R10 million) has a different distribution which would affect the average estate value
but with no detailed information available, the above assumption is deemed to be the only
reasonable one to make.

517 Even though the estate duty is calculated as 20% of the dutiable estate, the effective estate duty
rate for net estate values of R35 million equals about 18.00% (taking a R3.5 million rebate into
account as follows: [(35 — 3.5) x 20%]/35), for a net estate value of R70 million the effective estate
duty rate equals about 19.00% and at R140 million the effective estate duty rate equals about
19.50%. Using the statistics provided in the DTC’s First Report that the 26 estates in the sample
with values above R30 million contributed R418 million to estate duty in 2013 (Davis Tax
Committee 2015:31 at Table 2), the average estate duty paid per estate in this band amounted to
418/ 26 which equals just over R16 million. Assuming an average effective estate duty rate of
19%, the average estate value equals about R84.6 million (16 x 100 / 19). Making the reasonable
assumption that the number of higher value estates are likely to be much less than the number of
lower value estates in this top band, which would tend to lower the average estate value in this
band, this value is rounded down to the nearest tens of millions to R80 million to be used as the
average estate value related to this band.

518 |t is therefore assumed that the base cost of assets subject to CGT on death is very low compared
to the market value on death (for example, a holiday residence purchased several years prior to the
death of the taxpayer) so that the capital gain, which is calculated as proceeds less base cost, closely
approximates the net estate value or market value of the asset.
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6.2.2

is in turn a good proxy for the non-exempt capital gain of each deceased
estate®’®.

6. The final assumption is that the marginal tax rate of taxpayers in their year
of death was 40%, which is the maximum marginal tax rate applicable in
the personal income tax tables for the 2013 tax year®®, The effective
capital gains tax rate therefore equals the capital gains inclusion
percentage for individuals applicable in the 2013 tax year®?! times the

maximum marginal tax rate, that is 33.3% x 40% = 13.32%°%,

Results and discussion

Based on the above assumptions, the estimated number of estates subject to CGT and total

estate values in 2013 are calculated as follows:

Table 8 — Estimated number of estates and estate values per 2013 statistics and based on stated assumptions

Estate value
bands

A:

Extrapolated
number of estates
based on

assumption #2

B:

Number of estates
subject to CGT
based on

assumption #3

C:

Estimated average

estate value in
band based on

assumption #4

Estates in sample times | Extrapolated number of (R mi||i0n)
100/78 rounded to estates times 4%
nearest estate rounded to nearest 10t
of an estate

Less than R10

- 701 28.0 5
million
R10 million to

o 88 3.5 15

R20 million

519 Assets that are exempt from CGT include life insurance proceeds, retirement fund benefits,
bequests to the surviving spouse, small business assets, primary residences, cash and personal-use
assets which includes motor vehicles. Examples of non-exempt assets could therefore be share
portfolios held personally, second homes or holiday homes and other immovable property, other
assets not deemed personal-use assets or not subject to any rollovers, among others.

520 per para 1 of Appendix | to the Rates and Monetary Amounts and Amendment of Revenue Laws

Act 2012 in respect of any year of assessment commencing on 1 March 2012.

521 Per s 9(1)(a) of the Rates and Monetary Amounts and Amendment of Revenue Laws Act 2012
which amended para 10 of the Eighth Schedule to the Income Tax Act, deemed to have come into
operation on 1 March 2012.
522 The capital gains inclusion rate applicable to individuals in the 2013 tax year was still 33.3%.
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Extrapolated

Number of estates

Estimated average

number of estates subject to CGT estate value in
Estate value based on based on band based on
bands assumption #2 assumption #3 assumption #4

Estates in sample times | Extrapolated number of (R million)

100/78 rounded to estates times 4%
nearest estate rounded to nearest 10t
of an estate
R20 million to
- 22 0.9 25

R30 million
Above R30 million 33 1.3 80
Total 844 33.7 -

As a reasonability test, the number of reported deaths in South Africa in 201252 was a

total of 480 476°* compared to the estimated population size of South Africa in the same

year of 52,27 million®%, Therefore it seems that only an estimated 0.18% of all deaths in

South Africa®® resulted in any estate duty being payable.

This may be indicative of the high inequality in South Africa as discussed elsewhere in

this report®?’ together with estate planning which often occurs in the case of high-net-

worth individuals thereby further reducing the number of estates where estate duty is due.

The estimated total CGT payable in the two scenarios where 50% and 25% of an estate

was subject to CGT is calculated in the table below.

523 As the 2013 tax year runs from 1 March 2012 to 28 February 2013, the number of deaths in the
2012 calendar year was deemed to be the appropriate period to use in the reasonability test.

524 Statistics South Africa 2012:13
525 Statistics South Africa 2013:2.1 (Even though this publication is with regard to the 2013

calendar year, it contained historical data for the 2012 calendar year which is reflected in the text
above).

52 Calculated as the total extrapolated number of estates subject to estate duty in 2013 as estimated
in Table 8 divided by total number of deaths in the 2012 calendar year, that is 844 / 480 476 x 100.
527 See discussion under chapter 4.1

133



Table 9 — Estimated total CGT payable by estates in 2013 for the two scenarios where either 50% or 25% of

the estate was subject to CGT

Estate value bands

Total CGT payable
where 50% of estate
value is subject to CGT
based on assumptions #5
and #6

(R million)

Column B of Table 8 x Column
C of Table 8 x 50% x 13.32%

Total CGT payable
where 25% of estate
value is subject to CGT
based on assumptions #5
and #6

(R million)

Column B of Table 8 x Column
C of Table 8 x 25% x 13.32%

Less than R10 million 9.32 4.66
R10 million to R20 million 3.50 1.75
R20 million to R30 million 1.50 0.75
Above R30 million 6.93 3.46
Total 21.25 10.62

If the above assumptions are able to provide a reasonable estimate of total CGT paid on

death by taxpayers amounting to somewhere between R10,62 million and R21,25 million,
then compared to the total amount of CGT paid by individuals in the 2012/13 tax year of
just over R2 billion®?®, CGT due on death only made up a maximum of 0.98% of total

CGT collected from individuals in that year®®°.

Based on the fact that total revenue collected in the 2012/13 tax year amounted to R813,8
billion®*® and accepting that the above assumptions are able to provide a reasonable
estimate of CGT paid on death then an estimated maximum of only 0.003% of total

revenue collected in 2012/13 can be ascribed to CGT that was paid on death®3,

As total estate duty collected in 2012/13 was R1,013 billion®3? which equals 0.14% of total
revenue collected®® it seems as if the perceived double taxation effect due to both estate

duty and CGT being payable on death may not be that excessive in reality.

528 CGT collected from individuals in the 2012/13 tax year came to R2 166 million (Department of
National Treasury & SARS 2014:224).

529 Calculated as 21.25 / 2166 x 100.

530 Department of National Treasury & SARS 2013:5

531 Calculated as 21.25 / 813 800 x 100.

532 Department of National Treasury & SARS 2013:24

533 Calculated as 1.103 / 813.8 x 100.
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6.2.3

Even with the newly announced increase in the capital gains inclusion rate for individuals
of 40%°%* (up from the previous 33.3% inclusion) which would result in a maximum
effective CGT rate of 40.0% x 41% = 16.40% (up from the previous 13.65%), the effect
on the percentage of CGT paid on death of total revenue collected based on the above

assumptions is likely to be small.

Possible limitations

One possible limitation to the assumptions used above may be that there could be a far
greater number of estates subject to CGT than those subject to estate duty (as recorded in
Table 25% and again in Table 6°° of the Report) as only the number of estates exceeding a
net estate value of R3.5 million (or R7 million in cases where the portable abatement was
used between spouses) may be reflected in those tables. As only the first R300,000 of
capital gains are excluded in the year of death®7, the number of estates with net values
exceeding this amount that would be included in the estate value band with estate values
less than R10 million may result in the total number of estates in this band being
significantly more. This may have a substantial effect on the extrapolated number of
estates reflected in column A of Table 8 for this band as well as on the average estate
value used in column C of that table and therefore the calculation of the CGT attributable
to this band (which currently makes up about 44% of the total CGT calculated using the

stated assumptions®*®) may be substantially underestimated.

It may, however, be concluded that the perceived double taxation will not occur in estates
with net estate values of less than either R3.5 million or R7 million (where the portable
abatement was used between spouses) as these estates would not have been subject to both
estate duty and CGT but possibly only to CGT on certain assets. The above set of
assumptions may therefore still be valid in order to indicate whether or not any double

taxation occurs on estates that are subject to estate duty as well.

With the proposed increases in the s 4A estate duty abatements (either R6 million or R15

million®®), it is likely that even less of the estates in the lower estate value bands will be

534 Department of National Treasury 2016a:50

5% Davis Tax Committee 2015:31

53 Davis Tax Committee 2015:63

537 Per para 5(2) of the Eighth Schedule to the Income Tax Act

538 per Table 9 using the scenario where 50% of the estate value is subject to CGT, the CGT
payable from estates with values less than R10 million was estimated as R9.32 million whereas the
total CGT for all estates was calculated as R21.25 million. Therefore 9.32 / 21.25 = 44% of the
CGT calculated using the stated assumptions can be ascribed to estates with values less than R10
million.

539 See discussion under chapter 1.2
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6.2.4

subject to both estate duty and CGT but possibly only to CGT (if the total capital gain
exceeds the R300 000 exclusion in the year of death).

Conclusion

Certain high-level statistical information provided in the DTC’s First Report regarding

estate duty collections together with assumptions used in a National Treasury analysis of
the effective tax rate on death contained in the same Report was employed together with
other high-level assumptions to reach an estimate of total CGT collected on death for the

2012/13 tax year as this number is not separately available in the annual Tax Statistics.

If the above assumptions hold then it seems as if the actual overall double taxation as a
result of both CGT and estate duty being due on death with regard to a large sample of
estates may be insignificant on average due to various roll-over relief and other exclusions
that exist with regard to CGT. Any individual high-value estate may however experience
some form of double taxation if it contains significant assets to which none of the CGT
exemptions or rollovers apply which is why a case study approach may not have provided
a satisfactory result in this case.

The latest suggested increase in the estate duty abatement to R15 million®*® may further
reduce the incidence of perceived and actual double taxation as a result of both estate duty

and CGT being due on the same assets.

540 Davis 2015
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7.1

Conclusion

Summary of research report content

This research report set out to conduct case studies to compare the effect of various
proposals by the Davis Tax Committee and the 2016 Budget Review with regard to estate
duty and the taxation of trusts. In addition, a brief investigation was made to attempt to
perform a high-level estimate of the possible double taxation due to CGT and estate duty
on death based on high-level statistics and other data provided by the DTC in their First
Interim Report on Estate Duty. This was done in the light of the DTC’s view in their First
Report that CGT on death is not regarded as a wealth tax as well as the effect of the newly

increased capital gains inclusion rates announced in the 2016 Budget Speech.

The literature study section contained a review of inequality in South Africa by means of
various indicators and a review of the Margo and Katz Commissions’ views on using a
wealth tax to address inequality which was compared to the Davis Tax Committee’s
submissions in this regard. The section continued with a review of benchmarks for estate
duty as percentage of total tax collections, for estate duty rates and for a combined
effective tax rate on death which concluded that a relevant benchmark for capital taxes is
for such taxes to not materially exceed 15% in order to avoid significant avoidance and
evasion and a resultant reduced effective tax yield. The possible double taxation effect of

both estate duty and CGT levied on death was also considered.

This section was followed by high-level summaries of the relevant aspects of estate duty,
trust law and trust taxation and a discussion of the tax consequences of certain manners of
taxpayers’ interactions with trusts. The literature study was concluded with a review of
commentaries on the DTC’s First Report submitted by four professional bodies, namely

FISA, SAIT, STEP and the LSSA.

The methodology section set out the approach to be followed with the case studies and
scenarios and contained an explanation of all starting parameters and assumptions used.
The approach to be followed regarding the high-level estimate of total CGT paid on death
based on data made available in the DTC’s First Interim Report on Estate Duty was also

explained.

The results section discussed the results of the case studies which did comparisons of
seven different parameters in chart format for each of the given case studies, each case
study consisting of both a trust and a personal estate scenario. The punitive effect of the

repeal of the s 4(q) estate duty deduction for inter-spousal bequests was clearly
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7.2

demonstrated in several instances (showing both the negative effect on the ability to
preserve capital as well as the successive taxation of essentially the same asset base).
Several of the new proposals resulted in effective capital tax rates far in excess of the
deemed maximum capital tax benchmark of 15% which may result in more aggressive
estate planning strategies being employed should such proposals be enacted. The case
studies focused on the effect of the various estate duty and trust taxation recommendations
on high-net-worth trusts and personal estates. The effect of the various recommendations
on smaller estates, which may enjoy the protection of the increased s 4A estate duty
abatements proposed, was not tested as this falls outside the scope of this research report.

Such an analysis may possibly form the object of a follow-up study.

The results for the high-level estimate of CGT paid on death was also discussed and it was
concluded that, if the stated assumptions hold, that it seems as if the actual overall double
taxation as a result of both CGT and estate duty being due on death with regard to a large
sample of estates may be insignificant on average due to various roll-over relief and other
exclusions that exist with regard to CGT. Any individual high-value estate may however
experience some form of double taxation if it contains significant assets to which none of
the CGT exemptions or rollovers apply which is why a case study approach may not have

provided a satisfactory result in this case.

The latest suggested increase in the estate duty abatement may further reduce the
incidence of perceived and actual double taxation as a result of both estate duty and CGT

being due on the same assets.

Closing thoughts

Even though a major limitation of this research report is the fact that the final
recommendations of the Davis Tax Committee with regard to Estate Duty and other
wealth taxes have not yet been published at the hand-in date of this report, the case study
framework that was created can easily be reused to test the effect of the Committee’s final
recommendations once they are announced. Once the final recommendations are made
available, case studies at various levels of estate and trust values could also be performed

to analyse the effect of the recommendations on smaller estates as well.

The conclusion reached from the case studies performed in this report is that the various
recommendations, as they currently stand, may not result in a reduction of aggressive
estate planning strategies but that it may rather have the opposite effect, especially if high-
net-worth estates are involved. If, however, the intention is also to reduce excessive capital

growth in order to help reduce the persistent high levels of overall inequality in South
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Africa, as advocated by Thomas Piketty, then these recommendations may well help to
achieve this. Taxpayers may, however, not take such an aggressive reduction of their
capital wealth lying down. It will also be interesting to see how the final recommendations
will affect resident beneficiaries of non-resident trusts. Although the use of non-resident
trusts by South Africans fell outside the scope of this study, the case studies may also be

expanded to test the effect of the recommendations on such scenarios.

With regard to the contentious issue of possible double taxation on death as a result of
both CGT and estate duty being due, it is hoped that SARS and the National Treasury will
be able to provide a more detailed breakdown of the CGT collected in the annual Tax
Statistics publications in future years which includes a breakdown of CGT paid on death
as well. Based on the high-level statistical information provided in the DTC’s First Interim
Report on Estate Duty and the study performed by National Treasury regarding the
combined effective tax rate on death also included in this report it does seem as if some
detailed information may already be available in this regard. If far-reaching changes to
estate duty legislation and the taxation of trusts are going to be enacted in the future, then
such statistical information will be useful to have for comparative purposes and to see if
the enacted legislation does in fact succeed in increasing estate duty collections and in

clamping down on excessive use of trust structures.

Given the detail required to be provided in the new trust tax return forms (ITR12T) SARS
may also already be in a position to integrate and analyse all the information collected in
those forms in order to clamp down on trusts where clear abuses may be taking place or

where not all distributed taxable income is given up in the tax returns of beneficiaries.

There remains a number of legitimate non-tax reasons for the use of trusts and it is hoped
that the eventual legislation enacted with regard to the tax treatment of trusts will not
make it overly costly from a tax point of view to enter into such a structure where it is

genuinely required to do so.

Collections of estate duty is and will remain a very small component of overall revenue
collections and as can be seen from the recently enacted increase in the capital gains
inclusion rate for all entities, the Receiver may well opt for other means to increase their
revenue collections from the wealthy which are easier to implement than an overhaul of

long-established trust taxation and estate duty legislation.
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Annexures

The detailed data sets per trust and personal estate comparison case study will be set out in
the annexures to follow. In order to ease the use of the detailed data sets, the same colour
formatting as was used in the Results section will be followed for each comparison in this
section (refer chapter 6.1).

Each comparison’s chapter will start with the charts for each of the parameters, containing
only the trust and personal estate scenario pertaining to that particular comparison case
study.

The charts will be followed by the detailed data sets, the summaries per scenario and all
supporting schedules specific to the comparison’s trust and personal estate scenarios. The
source of each data column or the manner of calculation thereof will be explained in the
header fields of each schedule. Detailed explanations are given in the ‘Other taxes’
schedules for all assumptions made and the origin of values used in the calculation of
CGT, donations tax (where applicable) and estate duty in a particular year. Each column in
a schedule or data set is numbered alphabetically and this numbering is referred to in other
schedules.

Also refer the detail provided in the Methodology chapter (chapter 5) for explanations of

certain starting parameter values selected and other assumptions made.

Following the data sets related to each comparison’s set of scenarios, two schedules used
by all scenarios in all comparisons will be provided, namely the Post-retirement

withdrawal schedule and the Effective tax rate lookup tables.
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Comparison 1

9.1

Comparison 1 — Charts

9.11

Figure 8 — Comparison 1 — Chart 1: Cumulative total taxation
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Figure 10 — Comparison 1 — Chart 3: Cumulative total tax as percentage of capital value
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Figure 12 — Comparison 1 — Chart 5: Cumulative CGT and estate duty as percentage of capital value
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Figure 13 — Comparison 1 — Chart 6: Difference: Cumulative total tax as percentage of capital value
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Figure 14 — Comparison 1 — Chart 7: Difference: Cumulative CGT and estate duty as percentage of capital
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9.1.2

Comparison 1 — Comparative data between trust and personal estate scenarios including difference data used in charts

Table 10 — Comparison 1: Comparative and difference data sets
COMPARISON 1: Trust ws. Personal Estate - current legislation

A = podurmin | of

Inctzsymmary
schedule

B = columin F of
Personal estate

Summany
schedule

C=roolumn Cof

Inushs pymmary
schedule

D= codumn & of
Personal esinte
SUMmmAry
schedule

E=rcolumnl of

schedule

F = column & of
Perzonal estate

Summany
schedule

@ = column K of

Iousts pammany
schedule

| = coduman L of

schedule

1 =column | of

schedule

CHART 1

Comparizon 1: Cumulative total tax

CHART 2
Comparison 1: Capital / Estats value

Comparizon 1: Cumulstive total tas as

CHART &
Comparizon 1: Cumulative OFT and
Extate Duty

Comperison 1- Cumulstive CET and

Extate Duty as % of Capital

reara |} i TE 820 - 10 000 00O 40 000 000 7.54% 0.00% 733820 7.58% 0.00% 7mak 7.4%
Yeard 823 420 150 000 10523 300 10 £10 000 755% 176% 733 520 690% 0.00% Err -6.50%
Vear2 50 513 353 380 11236 €38 11 623 640 762% 330% 733 520 £32% 0.00% -a.24% -6.37%
Veard 5a2 743 E17 417 13041352 12 g3z 144 7.6E% 458% 733 520 578% 0.00% 277 57k
Veard 1104704 837 417 14238 370 13858342 77e% £18% 713 820 5 23% 0.00% 4% 5 25%
Vears 1207 266 111c 578 15 240 563 14 751431 7.50% 7a7% 733 520 187% 0.00% 033k s
Yeare 1361030 1357 346 15 961 259 13 257 107 202% E76% 733 520 saa% 0.00% 0.73% -a.43%
Vear7 1315 204 1700 231 12202234 17 148 633 215% 5.26% 733 520 207% 0.00% LE5% -4.07%
Vearg 1Es547E 2022 274 20172 206 12 646 833 2415 1088% 733 520 378% 0.00% 247 -3.74%
Vears 1502 618 2382 %64 21203286 20 157 242 263% 13 8% 733 520 343% 0.00% 317 -3.43%
Vear 10 2127263 T7Em 2 23596 568 21 728 5E3 282% 17 65% 733 520 317% 0.00% 3E1% ERL
Desaficiariar #Tectve o
Year 11 '-""""_:':_‘f", - 2437573 3175 352 25042335 2333897 236% 13.90% 773 520 289% 0.00% a.14% -8
years
Vear 12 2781822 3627 106 22302343 23 252 827 283% 12 24% 733 520 LEE% 0.00% 347% -z.E6%
Vear 13 319283 4110 =02 30733 106 27 125424 10.27% 12 53% 733 520 2am% 0.00% 65% 4
Vear 14 3372631 4633 281 33217279 25 734884 10.65% 12 a7% 733 520 126% 0.00% a25% -z2e%
Year 15 4024 743 51855 230 35 306 854 32 153 137 11.08% 15 16% 733 520 208% 0.00% 5.05% -z.osk
Vear 16 4362803 5 840 367 35353 924 34770943 11 60% 15 T71% 733 520 151% 0.00% 5.13% -1.53%
Vear 17 3162773 6471 007 42 738 505 37 236 523 13 02% i7.m% 733 520 176% 0.00% [Ty L7k
Vear 18 3210 76L 7183 158 45 364 820 40 631 466 13 33% 17 6% 733 520 1E3% 0.00% 5% -1E3%
Vear 13 £320216 7537 157 30254 €35 43 522 613 13 57% 18 12% 733 520 130% 0.00% frry -L30%
Year 20 7297 796 8752 656 33 343 429 47 450 346 13.32% 12 52% 713 520 138% 0.00% 5% 13z
e
Year 21 :::: [ ————— 2215073 5 653 513 57 575 433 45526 234 14.27% 19.85% 753520 131% 0.00% 5.15% -1.3%3%
::- P ——— -m;m
Year 22 5191796 10 640 312 &0 771 709 52 172 181 15.13% 20 36% 733 520 12a% 0.00% 523% -124%
Year 23 10228 350 11 633 583 &4 126 826 34 £20 822 13 59% 21 m% 733 520 118% 0.00% 5275 1%
Vear 24 11322488 12 673 278 67 592543 37 47475 15.79% 22.09% 733 520 111% 0.00% 531% 1%
Year 25 12 433 033 13767 300 71363524 €0 136 533 17.30% 22 g6k 73520 106% 0.00% 53 1.0k
Year 26 13773 045 14911 794 75 206 023 £3 108 334 13.31% 23 63% 733 520 100% 0.00% 537% -1.00%
Year 27 13131962 16121 254 75243235 € 051521 15.10% 24 38% 733 520 057% 0.00% 5255 0.5
Year 28 16352 217 17 374 960 53474 839 €5 1248983 15 29% 2= 1% 733 520 0.90% 0.00% 525% -0.50%
Vear 23 12 052 387 18 £53 540 57 512 402 72388738 20.35% 22 g3k 733 520 0.86% 0.00% 525 -0.25%
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Table 10 (continued)

B = column F of

D = oodumn A of

F=column G of

H = column H of

A= column | of C=oolumn Cof E=column ) of & = column K of IzcolumnLef | J=columnilof
Perzonal estete Perzonal estnte Berzonal estate Ezrzongl estote
Trusts summary Trusks summany Trusts summary Trusts summary Trusts summary | Trusts summany E=F-E L=1-1
schedule e schecule —— schedule ummety schedule  e—— schedule scnecule
schedule schedule schedule schedule
CHART 7
CHART CHARTE .
CHART L 2 Cormarison 1: Cumulsties tobsl ta as Comparison 1- mru:uﬁmtsl’m Comzarison 1- Cumulstive 05T and Diffanence: O h,ﬁ::ln;r
. . . . : . i
Companzon 1 Dumulstve total tax Companzon 1: tal f Estots value .

pent parizan 1: Capital { Estate Duty Ectmbe Duty as % of Capital D‘;‘E;"' and Exate Duty |

Danth of arder iatand af
Year 30 e T et FEarT] - b gmaah s s 20293 284 0083332 91 9641 527 73 704 00d 2.07% 26.53% 1336 363 - 1.48% oook 4.45% -1.45%
L [ p——

Year 31 22023 578 21342312 58 0BT 153 B0 474 2E& 2.43% 26 TR 1336 363 - 138% oook 4.38% -1.35%
Year 32 23 BT 238 3057 408 104 522 505 £3 342 B854 22.83% 27.00% 1336 363 - 1 30% ook 4.15% -1.30%
Year 33 23 E31 491 24 736 368 111 397 106 50 328 077 23.16% 27.23% 1336 363 - 122% n.o0% 4.06% -1.28%
Year 33 27 570 I6E 26323374 119 038 755 56 533 282 23.30% 27.44% 1336 33 - 113% ook 3.55% -1.14%

Criginal st Trure Ly

reroumared R ssch

o parats benaficiary
Year 35 [Tt o snd 18] -atend | Mo st 43012381 2B 412037 112 204 E23 102 736 245 37.66% 27.66% 12133431 - 12.38% oook -10001% -12.38%

o yaar:

Surviving ipasss remaing

bt fciary of Trurt 1
Year 35 44 703 035 30423 402 132137272 105 201 110 35.60% 27.86% 12133 431 - 11.37% ook -8.74% -11.57%
Year 37 45 ¥3X 362 32 JET TEL 130 3596 232 116 071 377 33.63% 2E2.06% 12133 431 - 10.82% ook -7.59% -10.82%
Year 33 45 943 165 34833 122 133 533 72 123 373 843 34.77% 23.25% 14133 434 - 10.12% n.o0% -esh -1n.42%
Year 33 3071125 37 2E7 931 143 790 222 131 133 634 33.57% 22.43% 12133 431 - 2.47% ook -3.58% -9.47%

Daath o mareiving mous

- Dianh o nuviving tpasse

Fiamaining caphal i Trur || and of yuar) - beguantis
Year 40 L e g e B0 853 T48 EB 345 307 131 =208 EE2 50 218 622 40.05% 57.17% 21910 37 48457 262 14.43% 13.31% sk 30.28%

- .

s reves Tarm s oant
Year 41 63 342 333 20023 020 164 310432 58 336 711 35.30% 51 55% 213910 37 48 457 262 13.32% 45.29% 33.04% 39.57%
Year 42 BE 093 363 21 830 138 172 210483 106 343 264 37.05% B25.37% 213910 37 48 457 262 12.25% 43.38% 45.25% 33.28%
Year 43 65 130 524 =3 B4L 458 152 394 274 114 356 300 33.82% 21 61% 213910 37 48 457 262 11.35% 42 15% 43.79% 30.80%
Year 44 72471422 36 008 341 208 332 504 124 317 477 32.68% 77.23% 21310 637 43 457 262 10.45% 33 33% 4z 3% 28.30%
Year 45 TELIZTIE 2B 362 530 225 1B3 BE5E 134 359 338 33.66% 73.20% 21910 37 48457 262 2.59% 3E.06% ELR T 26.38%
Year 45 B 145023 100933 127 244 791 581 143 251 973 32.74% £5.48% 213910 37 48 457 262 297% 33.37% 36.74% 24.41%
Year 47 B4 327 380 103 723 110 264 EBS 23 137 000 DET 31.51% EE07% 213910 37 48 357 262 8.27% 30.E7% 34.15% 22.60%
Year 43 B85 3Z3 082 106 732 358 285 381 10F 1E5 570 938 3.17% E292% 213910 37 48 457 262 7.65% 28.97% IL75% 20.52%
Year 43 94 330 565 110040 513 310013 g28 1E3 343 7E7 30.30% E002% 213910 37 48 457 262 T.O07% 26.43% 25.52% 19.37%

[ ———
VEAr 50 [trd gurarmion raks ofal |Sai ot ol amet iy chidren 135342 223 131 176 338 259 223 437 150 48 435 5.57% T2 E9% 32 000 004 55034451 19.38% E.57% 27.08% 17.15%
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9.1.3

Comparison 1 — Trust scenario summary

Table 11 — Comparison 1: Trust scenario summary
TRUSTS - SUMMARY (Comparison 1)

Trust 1- Capital
schedule

D = column L of
Trust 1: Income
and Income Tax
schedule

E = column L of

Trust 2a and 2b:

Income and
Income Tax
schedule

F=column & of | G = column & of

I - cumulative
value of H

WALUES PRESENTED IN CHARTS

K- cumulative
value of F +

Yeord |Trssferof sssets 1o Trust 1 10 000 000 10 D00 000 - - 753 920 753920 753 920 7.54%| 753020 7.54%|
Year 1 10925 500 10925 500 74500 - - 74 500 828 420 7.58%| 753920 £.00%]
Yearz 11 936 655 11 936 655 81395 - - 81385 909 B15 7.62%| 753920 6.32%]
Year 3 13 041 332 13 041 392 88928 - - 88 928 998 743 7.66%| 733 %20 5.75%|
Yeara 14 239 570 14 239 570 105 961 - - 105 961 1104 704 7.76%| 7530 5.20%|
Years 15 540 965 15 540 965 122 562 - - 122 562 1227 266 7o0%| 7530 4.85%]
Year 6 16 961 299 16 961 299 133763 - - 133 763 1361 030 so2%| 7530 2.44%)
Year7 18 502 254 18 502 254 155175 - - 155 175 1516 204 s1o%| 7530 2.07%)
Years 20172 206 20 172 206 180274 - - 180 274 1696 478 s41%| 75300 3.74%)
Yearg 21983 286 21 983 286 206 140 - - 206 140 1902 618 B65%| 7530 3.43%]
Year 10 23 956 968 23 956 068 224647 - - 224647 2127 265 aes%| 7530 3.15%]
Bersfidaries' effectioe Lan
Year 11 :."___"":m; 26 042 356 26042 356 310308 - - 310 308 2 437573 236%| 753320 2.80%
years
Year 12 28 302 343 28 302 343 344249 - - 344 249 2781822 o83%| 7530 2 66%)
Year 13 30755 106 30 755 106 377471 - - 377 471 3159 293 1027%| 753320 2.45%]
Year 18 33417 279 33417 279 413337 - - 413337 3572631 1069%| 753320 2 26%)
Year 15 36 306 94 36 306 BO4 452114 - - 452 114 4024745 1100%| 753320 2.08%|
Year 156 39393 524 39393 528 544059 - - 544059 4568 803 1160%| 753920 101%]
Year 17 42 738 905 42 738 905 s93971 - - 593971 5162 775 1208%| 753820 L76%]
Year 18 a6 364 E10 46 364 B10 647 986 - - 647 986 5 810 761 1253%| 753820 L63%]
Year 19 50 291 635 50 201 635 709 656 - - 709 656 6520 416 1207%| 753820 150%]
Year 20 54543 419 54543 419 777 380 - - 777 380 7297 796 13.38%| 753920 138%]
Frounder retinm, Lan rale
rermains the same; Founder
Year 21 |esdspouse start making 57579 483 57 570 483 918277 - - 918 277 8 216 073 1427%| 753320 1.31%]
it i thel ramads. from lsan
sttty | Trust 1)
Year 22 50771 709 60771 709 975722 - - 975722 5191796 15.13%| 753820 Lza%|
Year 23 64 126 E36 64 126 BB6 1036594 - - 1036 504 10 228 390 15.05%| 753320 118%]
Year 24 67 652 943 67 652 043 1100 108 - - 1 100 108 11328 498 1675%| 753320 111%]
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Table 11 (continued)

E = column L of | F=column & of |G = column & of
Trust 25 and 2b:| Trusts 1, Fa and |Trusts 1, 25 and
Income and | 2b: Other taoes -[2b- Other taxes -

Income Tax | CGT on transfer | Tixes on degth
schedule

B = Column G of D = column L of
Trust 23 and 2b: Trust 1: Income
Combined

& = Column H of

Trust 1: Capital
schedule

| : cumulative

value of H

Capital schedul
S sehecule schedule

Year 25 71363 824 - 71 363 524 1 160 558 - - - 1 160 598 12 459 095 17.50%| 753920 1.06%
Year 26 75 209 025 - 75 209 025 1253553 - - - 1283 853 13 773 048 1831%| 753920 1.00%
Year 27 78243235 - 78 243 235 13588913 - - - 1338813 15 131 862 19.10%| 753920 0.95%
Year 28 83 474 658 - E3 474 659 1237254 - - - 1437 254 16 569 217 19.85%| 753920 0.90%
Year 29 87 912 402 - 87 912 402 1519170 - - - 1518170 16 088 387 2056%| 753920 0.86%
Year3q |Petothumderisland o o1 861927 - o1 961 527 1 504 §52 - - 602 545 2 207 497 0 295 EB4 2207%| 1356565 1.48%
Year 31 96 067 192 - 96 067 192 1727 792 - - - 1727 792 22023 676 2245%| 1356565 138%
Year 32 104 622 306 - 104 622 506 1849 262 - - - 1 548 282 23 872 958 2282%| 1356565 1.30%
Year 33 111 537 518 - 111 597 516 1878533 - - - 1578 533 25851491 23.16%| 1356565 1.22%
Year 34 119 038 796 - 119 038 796 2 118 775 - - - 2 LIE 775 27 970 266 2350%| 1356565 112%
Originad trnas (Trut 1)
rmfructured for mach
Yemr35 [fPerss berefciany (Tnat 22327258 71E77626 | 114 204583 2 265 228 - 12 776 B87 - 15042 115 £3012 381 I766%| 14133451 12.38%
Za wnd 2b) - ot mrd of pear;
Euriving spoue reramm
baneficiary of Trat 1
Year 36 23 589 657 78147617 | 122137274 772 807 917772 - - 1690678 24703 053 36.600%| 14133 451 11.57%
Year 37 25677 605 BL010 430 | 130596232 805 554 1043 948 - - 1 528 503 26552 562 3565%| 14133451 10.82%
Year 38 47 385096 92254575 | 139638672 540 809 1155 697 - - 1 596 606 2§ 549 169 34.77%| 14133451 10.17%
Year 39 £3106297 | 100184527 | 148 290624 E76555 1295 506 - - 2 172 061 50721 229 33.87%| 14133451 0.47%
Canth of mrdving apows (ot
end of year|; Remaining
cap#al in Truat 1 dtnbuted
Yearan [P0 . - 151 508 668 | 151 GOE 688 912 406 1452 406 7 777 206 - 10 142 018 60 563 248 a00%s| 21910657 14.43%
reimva® in new tnad vis
lzara
Year 4l - 164510452 | 164 510452 - 2479 105 - - 2479 105 63 342 353 38.50%| 21910657 13.32%
Year 42 - 178 210465 | 178 210485 - 2751012 - - 2751012 66 093 365 37.09%| 21910657 12.29%
Year 43 - 192 994 274 | 192 004 274 - 3 037 260 - - 3037 260 69 130 624 35.82%| 21910657 11.35%
Year 44 - 205 952 904 | 208 552 504 - 3 340797 - - 3 340 797 72471422 3460%| 21910657 10.49%
Year 45 - 226 163 508 | 226 183 698 - 3 564 297 - - 3 564 297 76 135 718 33.656%| 21910657 9.69%
Year 46 - 244 751961 | 244 791 881 - 4010 307 - - 4010307 B0 146 025 32.74%| 21910657 5.95%
Year 47 - 264 69 825 | 264 B9 625 - 4381354 - - 4 381354 84527 380 3191%| 21910657 8.27%
Year 48 - 286 561105 | 286 581 105 - 4797 703 - - 4797 703 89 325 (62 31.17%| 21910657 7.65%
Year 43 - 310013 628 | 310013 628 - 5 225 587 - - 5 225 567 4 550 669 30.50%| 21910657 7.07%
Furthar restrocturing lor 3
Yenr 50 |purration (sals of ol Euat - 299223437 | 298223437 - 5 702 197 36 089 357 - 21791553 | 136342 223 2557%| 58000014 19.38%
|uaseta)
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9.14

Comparison 1 — Personal estate scenario summary

Table 12 — Comparison 1: Personal estate scenario summary

PERSOMAL ESTATE - SUMMARY (Comparison 1)

VALUES PRESENTED IN CHARTS

B = column Lof | € = column A of | D = column A of

& = Column H of
Personal estate:

= L- ! ZLals:
Other taxes - Other tanes -
CGET on transfer | Tanes on desth

H: cumulative value
of C+D

Income and

Capital schedule Income Tax

schedule schedule schedule

Year® 10 DOD 000 - - - - = 0.00% = 0.00%
Year 1 10 510 000 150 000 - - 190 000 150 000 1.76% = 0.00%
Year 2 11 665 610 205 380 - - 205 390 355 380 3.38% - 0.00%
Year3 12 532 144 222 027 - - 222 027 617 417 4.89% - 0.00%
Year 4 13 655 348 240011 - - 240011 B57 427 6.28% = 0.00%
Year 5 14 761 431 259 452 - - 2155 452 1116 879 1.57% = 0.00%
Year B 15 857 107 2ED 467 - - 250 467 1357 346 B.76% = 0.00%
Year 7 17 249 633 303 185 - - 303 185 1700531 9.86% = 0.00%
Year B 18 646 853 327 743 - - 327 743 2028 274 10.88% = 0.0
Yeard 20157 248 354 290 - - 334 290 2 362 564 11.87% = 0.00%
Year 10 21 7B9 985 3EZ 988 - - 382 5BE 2 765 552 12.69% - 0.00%
Year 11 |Moweent 23554974 414 010 - - 414 010 3 179 562 13.50% = 0.00%
Year 12 25 462 927 247 545 - - 447 545 3 627 106 14.24% = 0.00%
Year 13 27525 424 £E3 796 - - 483 796 4 110302 14.93% = 0.00%
Year 14 20 754 954 522 983 - - 522 oB3 4 B33 BES 15.57% = 0.00%
Year 15 32 165 137 565 345 - - 565 345 5 159 230 16.16% - 0.00%
Year 16 34770513 G611 138 - - 611 138 5 B10 367 16.71% = 0.00%
Year 17 37 586 925 G660 640 - - 660 640 B 471007 17.27% = 0.00%
Year 18 40 531 466 714152 - - 714 152 7 1B5 159 17.68% = 0.00%
Year 18 43 922 615 771 998 - - 771 998 7957 157 18.17% - 0.00%
Year 20 47 450 346 834 530 - - 834 530 B 791 686 18.57% = 0.00%

Fundar netirm, iz et

rmmairn the seme; Foundar
Year 21  |andspouse start making 48 826 254 a0z 127 - - 80z 127 56583 513 19.46% = 0.00%

cus wethdrwwah frem

memtad .
Year 22 52272 181 246 699 - - 946 699 10 640 512 20.36% = 0.00%
Year 23 54 E20 B2 953171 - - 993171 11 633 683 21.2T% = 0.00%
Year 24 57 474791 1041 586 - - 1041 596 12 675 279 22.05% - 0.00%
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Table 12 (continued)

B = column L of | € = column & of | D = column & of
& = Column H of | Personal estate: | Personal estate: | Personal estate:
Personal estate: Income and Other taxes - Other taxes -
Capital schedule Income Tax CET on transfer | Taxes on death
schedule schedule schedule

F : cumulative H: cumulative value
value of E of C+D

Year 25 60 236 533 1092021 - - 1092021 13 767 300 22.B6% = 0.00%
Year 26 63 108 354 1144494 - - 1144 4524 14911 754 23.63% = 0.00%
Year 27 66 091 921 1193 490 - - 1195 450 16111 2E4 24.38% = 0.00%
Year 28 69 184 983 1260 684 - - 1 260 6E4 17 371 969 25.11% = 0.00%
Year 28 72 3BE 73B 13230871 - - 1323871 13 695 340 25.83% = 0.00%
Dexth of founder (=2 end of
Year 30 'rﬂl']bﬂql-ﬂ‘l 2szets bo 75 704 001 1389392 - - 1389392 20085 332 26.53% = 0.00%
sursiving spouse
Year 31 80 474 286 1456980 - - 1436 280 21 542 312 26.77% = 0.00%
Year 32 85 542 Eod 1555096 - - 1 555 096 23097 408 27.00% - 0.00%
Year 33 90 929 077 1658 860 - - 1 658 960 24 756 368 27.23% = 0.00%
Year 34 96 653 282 1769 006 - - 1 769 006 26 525 374 27.44% = 0.00%
Year 35 |Moevent 102 736 249 1 BB6 683 - - 1 B86 GE3 28 412 057 27.66% = 0.00%
Year 36 109 201 110 2011 345 - - 2011345 30423 402 27.B6% = 0.00%
Year 37 116 071 577 2 144 380 - - 2 144 380 32 567 782 28.06% = 0.00%
Year 38 123 373 B15 2 285 340 - - 2 285 340 33853122 2B8.25% = 0.00%
Year 39 131 135 634 2434 BOE - - 2 434 BB 37 287 931 28.43% = 0.00%
Death of sunving spouse |t
Year 40 x:ﬂmﬁn 90 918 622 2594114 - 48 467 262 31061376 B8 349 307 97.17% 48 467 262 53.31%
keep in own estabe
Year 41 98 336 711 1673773 - - 1673773 90023 DED 91.55% 48 467 262 49.29%
Year 42 106 343 264 1827 118 - - 1827118 91 B50 198 BE.37% 48 467 262 45 58%
Year 43 114 386 300 1991 290 - - 11991 220 93 841 488 E1.61% 48 467 262 42.15%
Year 44 124 317 477 2 167 453 - - 2 167 453 96 D0E 941 77.23% 48 467 262 35.99%
Year 45 134 389 336 2 359 BBD - - 2 350 BEO 08 368 B30 73.20% 48 467 262 36.06%
Year 46 145 261 973 2 566 297 - - 2 566 297 100935 127 69.48% 48 467 262 33.37%
Year 47 157 000 DB7 2783084 - - 2 78E 0B4 103 723 210 66.07% 48 467 262 3I0.B7%
Year 48 169 670 938 3029 158 - - 3022158 106 752 368 62.92% 48 467 262 2B.57%
Year 49 183 349 787 3 288 245 - - 3 28E 245 110040613 60.02% 48 467 262 26.43%
Year 50  |Sskeof sl szzets by children 180 548 430 3569137 17 567 189 - 21136326 131 176939 72.65% 66 034 451 36.57%
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9.15

Comparison 1 — Trust scenario supporting schedules

Table 13 — Comparison 1 (Trust scenario): Trust 1 capital value
TRUST 1: CAPITAL

annual capital growth:

& = column H of
prewious year

B=Ax(1+0.1)

€ = -{column L of Trust

D = -{Tota annual
withdrawals colurmn
from Post-retirement

withdrawal scheduls)

E=A+B+C+D

Yeor 0 |Transfer of asets be Trust 10 Dy D00 1 OO0 Dk
Wear 1 10000000 1000 000 (74 500] - 10825 500 10 925 500
Wear2 10925 500 1092 550 {51 383) - 11036 655 11 936 653
Year3 11936 655 1193 666 {88 928) - 13 041 392 13 041 382
Yeard 13041382 1304139 (105 861) - 12 239570 14 236570
Years 14339570 1423857 (122 562) - 15 540965 15 540 063
Year 6 15 540965 1354097 1133 763) - 16 961 299 16 961 299
Wear 7 16 961 209 1696 130 (155 173) - 18 502 254 18 502 254
Year8 1E 502 254 1850225 {150 274) - 20 172 206 30172 206
Years 20172 206 2017 221 (206 140) - 21983 286 31983 286
Year 10 211983 286 2198 329 (224647) - 23 056 968 23 956 960

Beenefichi fes” effective tix
Year1y |eiessm e 23 956968 2 395 597 {310308) - 26042 356 26 042 356

e
Year 12 26 042 356 2604236 {344 249) - 25 302 343 28 502 343
Year 13 20 302 343 2830234 (377471 - 30755 106 30 755 106
Year 14 30755 106 3075 511 (413 337) - 33 417 279 33417279
Year 15 33417278 3341728 {452 114) - 36 306 894 35 306 534
Year 16 36 306 504 3 630 689 (544059) - 36383 524 39 393 524
Year 17 38393524 3939 352 |93 971) - 42 738905 42 738905
Year 18 12 738905 4273 891 (647 2E8) - 26 364 310 25 364 510
Year 19 26 364810 4636 481 {709 656) - 50 281 635 50 291 633
Year 20 50291 635 5 020 164 {777 380) - 54 543 419 54 543 219

Feosunder retire, b ribe

remaiss the sime Founder
YEArZL |and spouse staet making 54543 429 5454 392 {918277) {1 500 000) 57 579483 57 570 483

cish witbdreeats rom ksan

irousts | Trust 1]
Year 22 57 579483 5757043 (975 722) |1 580 000) 80 771709 60 771709
Year 23 50771709 5077 171 |1 036 554) |1 685 400) 64 126 336 64 126 586,
Year 24 54 126 886 6 412 689 {1 100 108) {1786 524) 67 652 943 67 652 043
Year 25 67 652943 & 765 204 |1 160 528 {1893 715) 71363924 71363924
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Table 13 (continued)

TRUST 1: CAPITAL

Aninual czpital growsh:

& = oolumn H of
previous year

B=fx[1+01)

€ =-{column L of Trust
1: Income + Income t=n

D = -[Total annuwsal
withcdrawals column
from Post-retirement:
with rasa=l schedule)

EzA+E+C+D

¥ear 26 71363 824 7136 392 {1253 953) [2 007 338] 75 209 025 75 208 025
Wear 27 75 206025 T 520002 [1358 013 [2 127 779 70243 235 70243135
¥ear 28 79243235 7924324 [1437 254) [2 255445 83474 659 B3 474 850
Wear 29 B3 471 B58 & 347 486 [1518 170] [2390772] B7 512 402 B7 812 402
Eitate duty on lodn acus
pide] from cash resenees
Year 30 “"I‘“"“"""""“' B7 912 402 701 240 [1 604 B5Z) [2 534218 93 554572 {02 B45)| Refer Teuits 1, 2a gorl Jh: 51951 927
IS (Ot bani - Tanes on death
wifiid i, cobaiminn A, Wy 30
Wear 31 01061027 0 106 103 [1727 700 [1343 138] 0B 087 102 0E 087 102
¥ear32 0 067 192 9 BO0E 710 [1848 257) (1423724} 104 622 506 104 522 906
¥ear 33 104 622 306 10262 291 [1978 533) [1500 147] 111587 516 111597516
Wear34 111597 516 11158 752 [2118 775) [1 550 656 119 038 796 119 036 796
Crigiral s [Trat 1]
reriruciarsd for swch et ructorisg of Trus 165
Vear 35 [ e 118 038 796 11903 580 (2265 238) 1695 678) 125 581 768 (84 654 513)|ormm oo T 28 and 20 12327256
SUreiving IpOU: TTain 1 capital 1o childie
bsnaficinry of Trost 1
Wear 36 42 337 756 41332726 (772 907] {1797 418 43080 657 43080 657
Wear 37 43 08B 657 £ 308 066 (505 554 [1 505 264] 45677 605 45677 805
ear 35 45 677 805 4 567 780 {540 909 [2 019 550 47 385 096 47 385 096
Wear 39 47 365006 4738 510 {B76 555] [2 140754] 40 106 297 40 106 297
Ceath of sarviving spouss
it #red of peart Bemaining
capitalin Trast 1 deiributed Distribete remaining trat .
Yeardn [ i 49 106 797 £910 630 {012 406 [2 269 200) 50§35 321 [50 835 321} "
rerreErt In RaNs T Wl
loara
Wear 41 - - - - - -
Year 42 - - - - - -
ear 43 - - - - - -
Wear 44 - - - - - -
Year 45 - - - - - -
ear 46 - - - - - -
¥ear 47 - - - - - -
[ - - - - - -

Year 49

159



Table 14 — Comparison 1 (Trust scenario): Trust 2a and 2b combined capital value

TRUST 2A and 2B COMBINED CAPITAL: (4 beneficiaries in each trust: 2 parents, 2 children]
Annuzl capital groseth: 1%

€ =+column L of Trust
2z and 2b income + tax
schedule)

& = polumn G of
Previous year

B=fx(l+01)

¥ear{ |Trancierof smets o Trot 1

Year 1 - - -
Year 2 - - -
Yeor 3 - - -
Veard - - -
Year 5 - - -
Year 6 - - -
Year 7 - - -
Year B - - -
Year 9 - - -
Year 10 - - -

Esnaficariss sfeche bx

rrts ncremssss (Tt L -
Year1l [ re— B B -

Yeor 12 - - -
Year 13 - - -
Year 14 - - -
Year 15 - - -
Year 16 - - -
Year 17 - - -
Yeor 18 - - -
Year 19 - - -
Year 20 - - -

Faundsr reres, b rats
remaina the amma; Foundar
Year 21 | ard moans et maiing - - -
ok withdrewab from oan

soczmrta (True 1)
Year 22 - - -
Year 23 - - -
Yeor 24 - - -
Year 25 - - -
Year 26 - - -
Yenr 27 - - -
Year 28 - - -

Year 29 - - -

Derth of founcer ot srd of
Year 30 - - -
ar war,

Yeor 31 - - -
Year 32 - - -
Year 33 - - -
Year 34 - - -
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Table 14 (continued)

TRUST 24 and 2B COMBINED CAPITAL: (4 beneficiaries in each trust: 2 parents, 2 children)
Annua capital growth: 10%

€ =-{column L of Trust
2a and 2b income +tax
schedule)

& = codurmin G of
previous year

B=Ax(1+01)

Chriginal brust. [Trust 1) CET dus ing reduces
restructured for sach intital '-mt- mmt
sesarate beneficary [Tl
Year 35 - lﬂmmg = 71 877 626
Surviving s reimeing = A
beereeficiary of Trent 1 =
Year 36 71877 626 7 1E7 763 (217 772) 78 147 617 78 147 617
Year 37 78 147 617 7 Bl4 762 (1043 345) B4 918 430 B4 918 430
Year 38 54918 430 B 491 B43 (1155 697) 52 254 5735 92 254 575
Year 39 92 254 575 9 225458 |1255 505} 100 184 527 100 184 527
Remainder of capital from Trust 1 LESS
Death of surshing spouse CGET due on distritaution
[al erad ol pear), Rernaining . )
[ Rafer Trust schaie,
cangital i Trut £ distributed priat Insticesml
Year 40 10 child Aickarias who 100 184 527 10018 453 (1452 4D6) 108 750 573 43 058 115 |colurmn F, ¥r 40 151 B0E 6B
P LESS CIET: Refer Trusts 1 n and 2h:
loars Diner tewes - OET on Eramsfer schedule,
‘oolurmin A, Y 40
Yeardl 151 BOE 6EE 15 18D B&S (2 479 105) 164 510 452 164 510 452
Year 42 164 510452 16 451 045 (2 751 012) 178 210485 176 210 485
Yeard3 178 210 485 17 821 D45 |3037 Zﬁﬂf 152 994 274 192 994 274
Yeardd 192 994 274 19 299 427 (3 340 797) 208 952 904 208 952 904
Yeards 208 952 204 20 B95 250 (3 664 297) 226 183 B98 226 183 898
Year 46 226 183 BOE 22 61 350 (4010 307) 244 791 581 244 701 981
Year 47 244791981 24 475 198 (4 381 354) 263 B89 B25 264 8808 B25
Year 48 264 BEQ B25 26 4BE 9E2 (4 797 703) 2B6 581 105 2B6 581 105
Yeard49 286 581 105 2B 658 110 (5 225 5B7) 310 013 628 310013 628
AN assets in each trsst sobd to form
Forthe: wing fur S e : .
Year50 |eenestion |sle of & b 310013 62E 31001 363 (5 702 197) 335312793 (335312 793) Cprat in :mw = 200 223 437
' remsining wealkh less DET effect of
restructuring)
200 233 437 - - 2049 223 437 |36 089 357 |Refer Trusts 4 29 snd Zo: Other tawes - 200 233 437
(ST on transfer schedule, column A, ¥t
50
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Table 15 — Comparison 1 (Trust scenario): Trust 1 income and income tax (excluding CGT)

Columa Lvalue
transferred bo
TRUST 1: INCOME AMND INCOME TAX Iu:l DG"“ Refer Methodology section for assumptions used with respect to effective income tax rates used in table below codumn ol
Trust 1- Capital
scedube
J:
Yr 1 - 10 per
F I eftective tan.
&=Column & of [ T _ . rate table;
Trust 4 Copital E=AxQOs ¥ri-3n=E/4 o 38% E=CxD :;13:5;2.fr: Gt;:;% H=FaG ¥rii-1% 2%.0% E=lnl L=E+H+E M=(L/E]%
schesdule Wrald=o o —_ ¥r 16 - 20c 30.0%
fraa-am=8 ¥r 24 - 29: 35.0%
¥r 2% - 30c 38.00%
¥r30-33: 35.0%
Annual taxabis income tEd- o Founder Spouse Children [x 2}
Fear @ |Teaster of st o Tnes §
Fear 1 10 00K G0 300 000 123 D00 28.0% 47 500 129 (K0 7.25%) Bl 250 000 7.2% 18 000 74500 14 9%
Year 2 10 523 300 345 273 135 565 35.0%| 51 B96 135 368 7.25%| 5833 273138 7.2% 19 666 B1355 14 5%
ear 3 11 538 533 35E B33 143 208 38.0%| 5§ 539 145 208 7.25%)| 10 743 IIE 416 7.2% 21 486 BE 328 14 5%
ear 4 13 41 352 £32 070 163 017 38.0% 61947 163 047 5.0% 14672 326 033 9.0% 29343 105 361 15.3%
Year 5 14 233 570 711979 177 993 38.0% 67638 177993 10.3% 18 308 333585 10.3% 36 616 122 562 17.2%
fear 6 15 340 B85 777 048 154 262 3E.0%) 73 820 154 262 100 5% 13 881 EEE 724 10.3% 39 862 133 763 17.2%)
ear 7 15 561 153 242 058 242 046 3E.0%) 80 566 242 046 1. 7% 4 870 44032 1.7% 43 734 155175 12 3%
ear B 1B 502 T34 523113 231 278 38.0%) 87 BEE 231 278 13.3% 30 736 452 336 13.3% 51552 1B0 274 13.5%)
ear 8 20 172 T05 1 008 610 232 133 38.0%| 55 B1B 232 133 14.6%| 36 774 304 303 14.6% 73 548 206 140 2045
ear 10 21 BE3 IE5 1085 154 274751 38.0%| 104 421 274751 14.6% 40 076 343 382 14.6% 80151 224547 20.4%|
N LT T T
¥ear 11 ""“""‘m‘ 23 %5 352 1157 248 259 352 38.0% 113796 255 262 19.6%| 25731 25524 =.0% 143731 310308 25.5%)
Year 12 26 42 335 1302 118 325 529 38.0% 123701 323 329 17.8% 57 783 531095 29.0% 162 765 344243 25.4%)
ear 13 28 302 343 1413117 333 779 38.0%) 134 436 3313779 15. 7% 56 145 707 335 29.0% 176 B30 377471 6.7
ear 14 30 755 105 1937799 334 439 38.0%) 145 087 354438 15. 5% TE 031 TERETE .0% 192 219 413337 it
Year 15 33 417 278 1570 B54 447 7B 3E.0%) 158 732 447746 .25 24524 23432 .0% 204 B58 452 134 27.4%|
ear 16 36 306 554 1E49345 433 B36 3n.0% 172 458 433 836 Hos% 93 299 907 672 30.0% 272 302 544 053 30.0%
ear 17 35 333 524 1565 678 452 815 38.0%| 187 118 452 4139 12 6%| 111 401 254538 30.0% 295 451 583 571 30.2%|
ear 18 A7 TIE B05 2436343 134 236 38.0%| 203 010 334 235 13.3%)| 124 434 1062473 30.0% 320 542 64T 3E5 30.3%|
fear 19 45 364 510 2348 230 379 360 38.0% 220233 375 360 24.4%)| 141 687 11%3 120 30.0% 347 736 709 656 30.6%)|
‘fear 20 50 291 633 1314 382 £28 545 3E.0%) 238 BES E2E 543 .75 161 307 1257 251 30.0% 377 187 777 380 3055
Faurader retirst, 1ae s
rerimia the wrs; Faundar
WaAr 21 |ard spouns it raiing 54 543 419 72T £21 783 38.0% 255081 EE1753 5.7 131 941 1363 923 a5.0% 477 255 918377 33.7%|
caa® e rhadr e sl fram basm
nccoerna [Trees L)
Year 22 57 579 453 2 ETE 974 719 744 3n.0% 273503 Ti5 7 I7.6% 198 399 1433487 35.0% 503 B20 975 T2 339%
ear 23 B0 771 709 3038 585 738 B46 38.0%| 288 666 TI5 646 5. 5%)] 216 176 1315 253 33.0% 531 752 1036 554 34.1%)]
ear 24 B4 115 EI5 3 206 334 204 386 38.0%| 304 603 204 386 25,25 34 385 1803 472 33.0% 564 110 1100 108 34 3%
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Table 15 (continued)

1z
Wri- 10 per
; mttactive tae
H=FxG [l [ RS o R L=E+H+E | M=(L/E%
W3:§P.-=E-;2|'3 ¥r 18- 20: 30.0%
¥r 24 - 2% 33.0%|
r 29 30 35.0%
¥r 30 - 33 35.0%|

A =Column A of [
Tirust 1- Capital E=AxOI ¥ri-3x=g/4 ok E=CaD
schedulke Yratti=o

‘Annual taabie inCome generabed: % Founder Spouse Chilldren [x 2)

67692543 3 353 647
Year 25 71363 524 3 %65 156 592 045 D 338 979 252025 EED 267 018 17EA0EE 35.0% §77 557 1783 953 3505
Year 27 75 209 023 3 7E0451 340113 350 357 243 540113 30.%% 2B7 185 1220228 35.0% 714486 1358913 1%
Year 28 72243 33 3352162 330340 D 376 405 590 220 311% 308 038 1581081 3505 752811 1437 254 353%
Year 23 53474595 4173743 1043436 B 336 506 104323 3LE% 323654 208657 35.0% 733011 1513 170 54%
Year 20 _”'-:“""""" === gra1zam 433620 1098503 ok 217584 1088 503 32 P, 352 1m 2157810 350 835168 1604 852 5%
Year 31 91951 327 4 535096 - - - 1532699 347% 532 287 3065 350 38.0% 1 195 505 1727 792 I7E%
Year 32 25087 152 3302360 - - - 1E3a7Er 351% 574128 3285578 35.0% 1275133 1548 282 77
Year 33 104 622 306 5 231145 - - - 1743719 35.%% 615435 3457430 35.0% 1360038 1378533 7.E%
Year 34 111557 36 3 ITRETE - - - 13935 EED GEE 008 37i58LT 35.0% 1450768 2118 775 3505
crtginal trart [Trums 1]
meErLred o0 sech
Yer3g |'Seeetensfoay T | 992020 vee 5531840 - - - 1383 350 3% 717 724 3567280 38.0% 1547504 2785 128 m1%
3 e 2] -t e o
[eR———
Smurticiary o Trasr |
Year 36 42327 16 2 116363 - - - 2146 353 35.%% TIZ 97 - - - TTZ 907 353%
Year 37 230R9 637 2155483 - - - Iimaam 3.5% BIE 554 - - - P05 554 EER
Vear 32 4% 677 208 2 253890 - - - 2383850 36.5% 840 509 - - - 240 909 365%
Year 33 27385 086 2382250 - - - 1383 2% 370 875555 - - - £76 555 I7.0%
Death of gervinig mowss
Jamand of year|: Reradning
In Trae 1 chrrribaasd
Yearag ! - 25106 257 24mm319 - - - 243931 7% 912 406 - - - 312 406 7%
FErRIT I Mo TR Vil
cara
Vear &1 - - - - - - - - - - - - -
Year &2 - - - - - - - - - - - - -
Vear 43 - - - - - - - - - - - - -
Vear &2 - - - - - - - - - - - - -
Year &5 - - - - - - - - - - - - -
Year 85 - - - - - - - - - - - - -
Vear &7 - - - - - - - - - - - - -
Vear &2 - - - - - - - - - - - - -
Year a3 - - - - - - - - - - - - -
[ ——————
Year 50 | pareracion s o 6 e - - - - - - - - - - - - -
| sitar)
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Table 16 — Comparison 1 (Trust scenario): Trust 2a and 2b combined income and income tax (excluding CGT)

Column L value

column C of

TRUSTS 2a and 2b: INCOME AND INCOME TAX [excl CGT) Refer Methodology section for assumptions wsed with respect to effective income tax mtes wsed in table below T

comibined:
Capital schedule

: 1:
Yr36-50: =872

per effective
t=u rate table

F:
WriG-Sk=B/74

M=(L/B|%

Year 0 |Trunster of ssme to Tres 1
Year 1 - - - - - - 0. - - 1111 - - -
Year2 - - - - - - OLEE - - 0% - - -
Yeor 3 - - - - - - 0. - - Q% - = -
Yeard - - - - - - 0.Fe - - 0.0 - - -
Year 5 - - - - - - Lo - - 0.0 - - -
Year 6 - - - - - - 0. - - e - - -
Year 7 - - - - - - OLEE - - 0% - - -
Yeor B - - - - - - 0. - - Q% - = -
Year 9 - - - - - - 0.Fe - - 0.0 - - -
Yoemr 10 - - - - - - Lo - - 0.0 - - -
[ [Eerehduener s=edee ae
Year1l |™ -:-n-l'l'r::l : R . - - - 0uFE - - 0uFe - - -
Yoemr 12 - - - - - - 0. - - e - - -
Yoenr 13 - - - - - - e - - 0% - - -
Yoear 14 - - - - - - 0. - - 0% - - -
Yoenr 15 - - - - - - 0.Fe - - 0.0 - - -
Yoenr 16 - - - - - - Lo - - 0.0 - - -
Yoenr 17 - - - - - - 0. - - e - - -
Yoenr 18 - - - - - - e - - 0% - - -
Yemr 19 - - - - - - 0.0 - - 0% - = -
Yoenr 20 - - - - - - [ile - - (1111 - - -
Foundsr rezine, b rabs
raminim tha s Toundsr
Yoeaur 21 |ard spouss vt maiking - - - - - - 0.Ee - - R - - -
cath wincrrwaly o ke
ncoounts (Tt 1
Yommr 22 - - - - - - e - - 0% - - -
Year 23 - - - - - - 0. - - 0% - = -
Yommr 24 - - - - - - 0.Fe - - 0.0 - - -
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Table 16 (continued)

Column Lvalue
‘transferred to
codume C of

TRUSTS 2a and 2b: INCOME AND INCOME TAX [excl CGT) Refier Bethodology section for assumpticons used with respect to effective income tax rates used in table beicw 2n 3 2

Capital schedule

C:
¥rig-Sx=g8/4

Children [2u 2 =]

ear 26 - - - - - - 008 - - [ - - B
¥ear 27 - - - - - - 00% - - 0.0% - = -
fear 28 - - - - - - 0.05%| - - [ - - -
fear 29 - - - - - - 0.0%| - - [ - - -
Wemr 30 [Sesliass et - - - - - - ooy - - 0. - - -
‘fear 31 - - - - - - 0.05%| - - [ - - -
enr 32 - - - - - - 005 - - [ - - B
Year 33 - - - - - - 0.0%| - - [ - - |
Fear 34 - - - - - - 00% - - 0.0% - = -

| Owighesad truat (e 4]

el b

it beasiciaiy [T et
YEBr35 | - it s - - - - - - 0.0%, - - (i1 23 - - -

' b g e (bl

b Py o T &
‘fesr 36 TLETT 628 3 983 EE1 ESE 470 35,05 350403 E5E 470 2105 159 133 1786541 L0 376 245 817 772 595
‘ear 37 T8 147 617 3507 381 576 B 35,05 280 570 E 2 E% ) B3 1583650 22.5%) 441 535 1043 545 2575
Yenr 38 24218 430 4245 511 1 D51 480 35 413 977 1 054 450 33% 247 240 Z 122 561 23.3% 434 430 1 155 657 m.2%
fear 39 52 2% 573 4§12 729 1153 182 35.0%%| 443 741 11%3 152 24.4%| ZEL 522 2 306 354 24.8% 563 B43 1 295 5D 22 15|

R R pe—

ot il o ;B s g
Yenr gy ST dfafan | onp g0 7 =008 226 170 T 5.0 a8z 400 179 307 =% 371 336 2304613 3.7% 542671 1457 806 =0k

R o= )
e by P e v

-
ear 41 194 S0 622 7 350434 1 B5T B0S 35,05 740 067 1257 608 3095 579 673 3789247 30.5% 1155358 2475 M5 32 7%
enr 42 164 3100 452 £ 229323 2 0% 381 35 B 388 2 0% 381 M ek 49 574 4112 TEl 31 6% 1 299348 2751 2 33.4%
ear 43 178 2100 453 = 510 324 2 227 631 35.0%%| BEE T76 2227 631 32 45| TI2 BZE 4433262 32.48%| 1 445 656 3037 260 3415
fear 44 152 354 174 3 545 T4 2412428 35.05% 540 347 2412 428 33.2%| 799 983 4 E24ETT 33.2% 1589 967 3340 797 365
‘fesir 45 06 S92 B0 10 447 543 2 611811 35.0%) 1018 B45 2611 811 3355 EE1 BE4 3223823 33.85%) 1 763 767 3 664 297 3515
enr 46 126 153 BSE 11 309 1553 2EX7 299 35.05% 1102 547 2EIT B9 3% 569 220 3 634357 34.3% 1938440 4010 307 I99%)
fetir 47 244 70 851 12 239 %59 3 095 500 35,05 1153 351 31095 500 3475 1062 664 5 115 200 34.7%) 2125329 4351354 35.6%|
‘fasr 48 154 255 B2 13 244 451 3311123 35,05 1281338 3341123 3%.3%| 1168 788 522246 EEED 2337576 4797 MB 35.2%|
‘ear 45 IEE SEL 10 14 325 oA 3 N5 5L 35,05 1387 083 352 54 385 1276 168 7 164328 39.5%) 2552336 5 235 BET 3595
Frthes isitiasiiig foi bid
e 5O | gesncion fuuie ol alwanr | 310043 623 1% %00 521 IETILTD 35,05 1511 316 3ETILTD 3505 1396 BED 773034 36,05 2 793 520 5702 187 358%
L]l
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Table 17 — Comparison 1 (Trust scenario): Other taxes — CGT on transfers and disposals

TRUST 1, 2a and 2b: OTHER TAXES (CGT and Estate duty) - CGT on transfer

Annual exemption and inclusion %: A0 000 A0%
A=BxGuFu|C-D-
* Z} x( B:referH |  C:referH D: refer H E=40000 | F=04 | G:referH H
- CGT on transfer of assets to Trust 1.

Year |transterot o Trust L 753 920 1 10 000 000 £ 000 000 40000 40.0% 308 Base cost and Proceeds 2= per st.a rting Fl:r:rnet:r assumptions
- Income tax rate eguals assumption for income tax of founder
at stairt of trust.

. - OGT on distribution of 2/3rds of Trust 1 mzsets to 2 children
Original trust (Trest 1] [1/3 ench) to set up own trusts (Trusts 2a and 2h).
m::": “f“[Tmst - Base cost eguals 1/3 of initial funding in ‘Year 0.
Year 35 . 12 776 887 2 42 327 256 3333 333 40 000 40.0% 41 0% |- Proceeds equals half of trust capital distributed per Trust 1:
Za and 2b) - at end of year; i
Surviving spouse remaing Lapital schedule. column F, ¥r 35
bensficiary of Trust 1 - Assume maximum income tax rate due to additional taxable
inoomie.
- CGT on distribution of remainder of Trust 1 assets to 2
[Death of sureiing spouse children (12 each) to be sold to trusts (Trusts Za and 2b).
|at end of year]; Remaining - Base cost equals 1/3 of initial funding in ‘Year 0 divided by 2
capital in Trust 1 distributed [per child).
Year 40 o chilld bemeticaries Wi T TIT 206 2 25417 661 1 666 667 40 000 40.0% 41 .0% - Proceeds equals half of trust capital distributed per Truzt 1
reimvest in new trusts via Capits] schedule, column F, Yr 40
—= - Assume maximum income tax rate due to additional taxable
income.
- 0GT on distribution of sll trust assets in Trust 2a and 2b for
restructuring of trusts.
- Base cost eguals initizl funding into Trusts 2z and 2b in year 36
plus additional funding transferred in year £0 divided by 8
— beneficiaries (2 families of 4 people each):
. e add value in Trust 23 and 2b: Capital schedule, column A, ¥r 35
Year 50 |gene e 36 083 357 8 41514033 14 366 363 40000 40.0% 4L.0% and vadue in Trust 25 and 2b: Capital schedule, column E, ¥r £0;

divide sum by 8

- Proceeds equals Trust 23 gnd 2B Capitz| schedule. column D, '
50 divided by B

- Assume maximum income tax rate due to additional taxable

income.
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Table 18 — Comparison 1 (Trust scenario): Other taxes — Taxes on death

TRUST 1, 23 and 2b: OTHER TAXES (CGT and Estate duty) - Taxes on death
5 4A abatement and estate duty %:

FcDE | G-02 | o |

Extzte duty on loan sooourt to
Trust 1
Year 30 pear] 202 g5 202 p45 6513 223 - {3 500 000} 3013223 20009 |- Refer Trust 1: loan accownts
founder| schedule, Column F, ¥r
30
Death of surviving spouss (=t
end of year]; Remaining
sl i Tt . ol o estate duty on loan acoount to
Year 40 AL —— - - - - - - 20,084 | Trust 1 {no losn sccount left)
reinvEst in new rsts via "
hoemires
Annual exemption and inclusion %: 00 000 405
I=lxOxNx(K-L-M) I: refer P K: refer P L: refer P I = 300000 N=04 0: refer P P

Year 30

Deeath of Sounder |at end of

Mo CGT on loan acrount |donotio
Mot CousE or base cost =
proceeds)
Psyment of estate duty from trust
azzet sl aszumed to be from
cash reserves therefore no
additional CGT due to disposal

Year 40

Death of surviving spouse (a]
end of year]: Remaining
copital in Trust 1 distributed
to chilld beneficianies who
reinvest in new trusts via

Ko CGT on loan account
[no loan accownt amaount beft)
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Table 19 — Comparison 1 (Trust scenario): Trust 1 loan account — founder

TRUST 1: LOAN ACCOUNT: Founder

A = column F
of previous
year

Annual donation free of donations tax:

B = Column C
of Trust 1:
Income and
income tax
schedule

of Trust 1:

Income and

income tax
schedule

annual
withdrawals
from Post-
retirement
withdrawal

100 0D

F=f+B+C+
G: refer H
D+E

Yeor @ |Trassler of assets to Trust 1 10 QD0 GO0 110 DO D 100%
Year 1 10 0040 D00 135 D00 |47 500} - {100 000} 9877 500 10925 500 91%
Year2 9577 500 136 569 |51 B36) - (100 000} 9962 173 11936 655 B3%
Year3 9862 173 145 208 |56 624 - {100 000} 9854 682 13 041 382 TEH
Year 4 9554 632 163 017 |61 347 - (100 000} 5955752 14 233 570 T
Year5 9855 752 177 895 |67 638) - {100 000} o055 109 15 540 965 B4%
Year 6 9566 109 134 262 {73 820} - {100 000} 9986 552 16 961 293 58%
Year 7 9 986 552 212 016 |80 566) - (100 000} 10 018 002 18 502 254 54%
Year B 10 018 D02 231 278 |87 BEB) - [100000)| 10061 394 20 172 206 50%
Year 9 10 061 394 252 153 {95 B18) - (100 000} 10 117 729 21083 286 465
Year 10 10117 728 274 791 (104 421) - [100000)|  101E8 099 23 956 968 43%
Baneliclanes’ eMectiee lax
Year 11 :“mm:;:::‘::s 10 18 099 299 262 [113 796) - j100000)| 10273 766 26042 356 33%
s
Year 12 10 273 766 325 529 (123 701) - [100000)| 10375594 2E 302 343 ITH
Year 13 10 375 594 353 779 (134 436) - {100 o000)| 1043937 30 755 106 3%
Year 14 10 494 937 3E4 439 (146 087) - [100000)| 10633 289 33417 273 32%
Year 15 10 633 289 417 716 {158 732) - {100 o00)| 10792273 36 306 894 30%
Year 16 10792 273 453 B36 (172 a58) - [100000)| 10973 652 3% 383 524 2E%
Year 17 10973 652 452 419 {187 119) - {100oo00)| 1117E951 42 738 905 26%
Year 18 11 178 851 53 236 (203 010} - {10000 11410178 46 364 810 25%
Year 19 11 410 178 578 560 {220 233) - {100 o00)| 11669505 50 291 635 23%
Year 20 11 669 505 62E 645 (238 885) - (100 000)| 11559 265 54 543 418 2%
Founder retires, i rate
rermaing the s, Founder
Year 21 [and spouse start making 11 959 265 6E1 793 (259 081} {750000) (100 o000)[ 11531977 57570483 20%
cirh withdraaals Trom bean
aatesunvis [Trut 1)
Year 22 11531977 715 744 (273 503) {795 D00) (100 000)| 11083 218 60 771 709 1E%
Year 23 11083 218 755 646 (288 666) {842 700) (100 000} 10611 499 64 1265 836 17%
Year 24 10 511 499 801 586 (304 603) (893 262) (100 000)| 10115 220 67 652 943 15%
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Table 19 (continued)

Year 25

A =column F

of previous

yEar

10115 220

B = Column C
of Trust 1:

Income and
incomie tax

€ = Codumn E
of Trust 1:
Incomie and
incomie tax

schedule

EAS B62

schedule

(321 351)

withdrawals

retirement
withdrawal

annual

from Post-

(945 E58)

(100 D00)

F=A+B+C+

D+E

5582 673

schedule

71363924

13%

Year 26

9592 673

E92 048

[338 679)

|1 003 668

{100 DD

D042 074

75 200 025

12%

Year 27

9042074

540 113

[357 243)

|1 063 858

(100 DD

B 4561054

79243 235

11%

Year 2B

B 451034

90 340

[376 405)

[1127 723

{100 DD

7 847 467

B3 474 859

9%

Year 20

7 B4AT 457

1043438

(396 508)

|1 185 366)

(100 D00)

7180011

87 912 402

8%

Year 30

Dmath of foundar |t and of
vmar]

7190011

102E 305

{417 584)

[1 267 108

{100 D007

6513 223

6513 223)

Founder

beguentns loan
|Booount to Trest 1

92 564 572

7%

Year 31

Yeaur 32

Year 33

Year 34

Year 35

Oiviginal Erust { Truat 1)
reatructured for auch
soparube banaficiary (Trost
2 and 15} - of and of yaar
Sureveg spowe remEn
banaficimry of Trust 1

Year 36

Year 37

Year 38

Year 39

Year 40

Daatd of sundiving soowa
w2 and of pess; Ramaireng
capital in Truat 1 diadributed
b child banaficiarias who

[ in naw truota via

lcarn

Year 41

Yeard2

Year 43

Year 44

Year 45

Year 46

Year 47

Year 48

Year 45

Year 30

Furthar restructurisg for $=d
pmraratio= [sale of all bat

]
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Table 20 — Comparison 1 (Trust scenario): Trust 1 loan account — spouse

TRUST 1: LOAN ACCOUNT: Spouse

D =5Spouse’s

B = Column F of | €= Column Hof .annuil
A= column Fof | Trust1:] Trust1-1 withdrawals I = Calumn E of
= column rust 1: Income | Trust1: Income
i from Post- Trust 1: Capital
previous year .
retirement schedule

scheduls schedule

withidrawzl
schedule

Yeor 0 |Teanfur of aassts b Trust 1 - 10 000 000 L1
Yearl - 125 000 [ELe ] - {100 M6 16 D00 10 525 500 %
Year 2 16 00D 136 569 |2 E33) - {100 D0E0) 42 736 11 936 655 [t
Year3 42 736 149 208 (10 743) - {1000 OO 81201 13 041 392 1%
Yesrd 1201 163017 {14 672) - {100 D06 120 547 14 239570 1%
Years 129547 177 595 |18 308) - {100 DK 155 233 15 540 965 1%
Year & 189233 194 262 (19 981) - (100D DO 263 514 16 261 299 2%
Year 7 263514 212 016 |24 B - { 10e DD 350 661 1B 502 254 2%
Year 8 350 661 231278 {30 796) - {100 00D 451143 20172 206 2%
Yeard 451 143 252 153 36 774) - {100 DN 566 522 21 583 286 3%
Yemr 10 566522 274791 {40 076) - {100 06D 701 237 23 956 968 3%

Becaficerie:' affecdtie tas
Year11 “m'r'_di":.ﬂi 701 237 299 462 |46 781) - {100 06D 853 018 26042 356 3%

ymar
Year 12 E53 918 325529 |57 783) - {1000 OO 1021 665 2B 302 343 4%
Yemr13 1021 665 353779 |66 146] - {100 D06 1209 208 30 755 106 4%
Year 14 1209 295 382438 {75 031) - {100 DK 1418 706 33417279 4%
Year 15 1 41E 706 417 716 (84 524) - (1000 OO0 1651 858 36 306 594 5%
Year 16 1 651 BO8 453 36 |20 200) - (100 DN 1006 435 35 393524 %
Year 17 1906435 492419 (111 £01) - {100 00D 2 187453 42 T35 905 5%
Year 18 2 187 453 534 236 (124 434) - {100 OOND 2497 255 46 364 B10 5%
Yemr 10 2497 255 579 560 {141 6ET) - {100 D06 2 E35129 50291 635 B
Year 20 2 835129 625 645 (161 307) - [ 3 202 467 54 543419 5%

Fousdes seticm, lan rate

irm th Foundar

Year 21 |wsd ipeusse start making 3202 467 681793 (161 941) (750 Dy {100 06D 2852 318 57579483 5o

caah wittdrasnia fom ican

sty | Teust 1]
Year22 2 852 318 719744 (158 399) [795 000y {100 00D 2478 663 60 771 702 4%
Year23 2 47E 663 750 646 (216 176) [E42 0Oy {100 06D 2079433 64 126 BBG 3%
Yemr 24 2079433 801 586 (234 355) [E93 262) {100 06D 1653 362 67 652 043 2%
Year 25 1653 362 B45 662 (247 283 [545 BSE) (1000 OO0 1204 883 71 363 924 2%
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Table 20 (continued)

D = Spouse’s

snmual

B = Column Fof | C = Column H of
A= column Fof | Trust 1: Income

withdrawals
from Post-
retirement

Trust 1: Income

previous year | and income tax | and income tEx

scheduls schedule

weithidrawm|
schedule

Year 26 1204 683 B9z 048 (267 O18) [1 003 665) (100 D) T26 245 75 209 025 1%
Year 27 726 245 940113 {2E7 185) [1 063 BEG) { 10 OW0eD) 215 284 79243 235 [F
Year 2B 215 254 990 540 {30E 03B 1127 723) - - 83 474 B58 [
Year 20 - 1043 436 {329 654) [1 195 386] - - E7 512 402 07
¥ear30 Et-:d L L - 1083 905 {352 101 [1 267 108] - - 02 564572 0%
Year 31 - 1532 629 {532 287) [1343 136 - - OF D87 102 0%
Year 32 - 1634 787 (574 148) [1423 724) - - 104 622 506 [
Year 33 - 1743 715 (618 435) [1509 147) - - 111 597 516 [
Year 34 - 1§59 959 {665 DOE) [1 599 696] - - 115 038 796 [t
Civiginal trust { Tnsst 1)
restructured for asch
soparate bermficiary (Frust
Year35 | 3] - ox- ool o pats - 1963 980 (717 724) [1 695 67E) - - 126 981 769 [
HIreEng oL FETE
banafcury of Trust 1
Year 36 - 2 116 383 {772 907) [1 757 415) - - 43 B9 657 [
Year 37 - 2 199 453 [B05 554) [1 905 264) - - 45 677 B0S [t
Year 38 - 2 263 890 (E40 209) [2 019 580) - - 47 385096 [
Year 30 - 2 369 255 {ET6 555) [2 140 754 - - 405 106 297 [F:
Daat® ol suncacng soowa
(% and of yeer; Ramainng Spouse beguenaths
capital in Traat 1 dbdribeted
Year &0 | benefciaias who - 2455 315 (912 £06) [2 269 200) - - - feEn acoount ta 50835321 [
rairmesat in e truts vie Trust 1
larm
Year 41 - - - - - -
Yeard2 - - - - - -
Yeard3d - - - - - -
Wear 44 - - - - - -
Year 45 - - - - - -
Year 46 - - - - - -
Year 47 - - - - - -
Year 48 - - - - - -
Year 45 - - - - - -
Furthar restruchurisg for Sed
Year 50 |moeratics sl of all ot - - - - - -
L]
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Table 21 — Comparison 1 (Trust scenario): Trust summary calculated using capital year-end values BEFORE year-end adjustments

TRUSTS - SUMMARY (using capital year-end values BEFORE year-end adjustments)

E = column Lof | F=column & of |G = column A of

D = column L of
Trust 1- Income

151 g2 and
Income and
Income Tax

I - cumulative
value of H

Combined
Capital schadule

G

YeorQ |Tresferof smsets o Trst 1 10 000 000 10 000000 - 753 920 753 920 753 520 754% 753520 7.54%]
Year 1 10 925 500 10 825 500 74500 - 74 500 828 420 758%| 7s3sz0 ELB0%H|
Year2 11 936 655 11 836 655 81395 - 81385 909 E15 762%| 7s3szo 6325
Year 3 13 041 392 13 041 392 88928 - 83 926 998 743 7.66%| 7s53sz0 5.78%|
Year 4 14 239 570 14 239 570 105 961 - 105 861 1104704 7.76%| 7s3sz0 5.20%]
Year 5 15 540 865 15 540965 122 562 - 122 562 1227 266 700%| 7s3szo 4855
Year 6 16 961 299 16 961 299 133 763 - 133 763 1361 030 BEO02%| 7s3sz0 2,225
Year 7 18 502 254 1E 502 254 155 175 - 155 175 1516 204 B15%|  7s3szo 2075
Year 8 20 172 206 20 172 206 180274 - 180 274 1696 478 BA41%| 7s3sz0 3,745
Year 9 21 933 286 21 983 286 206 140 - 206 140 1902 618 B65%| 753520 3.43%]
Year 10 23 956 968 23 556 968 224647 - 224 647 2127 265 B8] 753520 3.15%]
Beseliciaries’ elfective Lan
Year 11 :I::'_"il‘:":_'is 26 042 356 26 D42 356 310 308 - 310 308 2437573 2.36% 753 520 2 5o
Wi
Year 12 28 302 343 2E 302 343 344249 - 344 249 2 781822 283%| 753s0 2 66%]
Year 13 30 755 106 30 755 106 377471 - 377 471 3159 293 10327%| 7533920 2.45%|
Year 14 33 417 279 33 417 279 413 337 - 413337 3572 631 1069%| 753820 2 26%|
Year 15 36 306 £94 36 306 594 452114 - 452 114 4024745 1100%| 753320 2.08%|
Year 16 39 393 524 39 393 524 544059 - 544 059 4568 803 1160%| 753320 1.915%]
Year 17 42 738 905 432 738905 593 971 - 593 871 5162 775 1208%| 753320 1.76%]
Year 18 46 364 E10 46 364 810 547 986 - 647 9B 5 810 761 1253%| 753320 163%]
Year 18 50 291 635 50 281 635 709 656 - 709 656 6 520 416 1207%| 753320 1 50%]
Year 20 54 543 419 54 543 418 777 380 - 777 380 7287 796 13.38%| 753320 1385
Founder retinei, ban rabe
rermains the same; Founder
Year21 |aeetspmuss sturt making 57 579 483 57 570483 918 277 - 918277 8216 073 1437%| 753920 1315
cah withd ramals from kean
wcenunts (Trust 1)
Year 22 60 771 709 60 771709 975722 - 975722 9191 796 1513%| 753920 1245
Year 23 64 126 £36 64 126 BB6 1036 594 - 1036 584 10 228 390 1595%| 753820 1185
Year 24 67 632 843 67 652 943 1100 108 - 1 100 108 11328 498 1675%| 753820 1115
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Table 21 (continued)

& = Column E of

Trust 1: Capital

schedule

B = Column D of
Trust 23 and 2b:
Combined

Capital schedule

D = column L of
Trust 1: Income

E = column L of
Trust 2z and 2h:

F= column & of
Trusts 1, 23 and

G = column & of
Trusts 1 25 and

Income and

2b: Other tawes -

2b: Other taxes -

LGT on tramsfer
schedule

| cumulative
walue of H

K: cumulative

value of F+
&

Year 25 71 363 024 - 71 363 924 1160 558 - - - 1 160 598 12 480 095 17.50%| 753920
Year 26 75 209 025 - 75 209 025 1263953 - - - 1283 553 13773 048 18.31%| 753920
Year 27 75 243 235 - 79 243 235 1358913 - - - 1358813 15 131 062 10.10%| 753920
Year 28 &3 474 659 - &3 474 659 1437254 - - - 1437254 16 568 217 19.85%| 753920
Year 29 &7 912 402 - 87 912 402 1519170 - - - 1519 170 15 088 387 2056%| 753920
Year 30 ;:"”"“‘"“""' 92 564 572 - 97 564 572 1604 852 - - S02 645 2 207 497 20 295 EBL 2193%| 1356565
Year 31 9B 067 192 - g 0H7 192 1727792 - - - 1727 792 22023 676 22.45%| 1356565
Year 32 104 622 508 - 104 622 506 1849 262 - - - 1649 282 73 872 558 22.82%| 1356565
Year33 111 597 516 - 111 597 516 1578533 - - - 1578 533 25 851 491 23.16%| 1356 565
Year 34 115 038 796 - 115 038 796 Z 118775 - - - 2 118 775 27 970 266 23.50%| 1356565 1.14%
Orignal tnas (Tt 1]
restructured for medy
Year3s [Pt beneficery (T 126 981 769 - 126 351 769 2 265 228 - 12 776 BET - 15 042 115 23012 381 3387%| 14133451
2a and 25) - ot wnd of year;
SUryTVirg NpeDLIE M
baneficany = Truat 1
Year 36 £3 5EO 657 78147617 | 122 137274 772 907 917 772 - - 1690678 £4 703 058 36.60%| 14133451
Year37 25 677 605 32018430 | 130596232 B05 554 1043 948 N - 1649503 26552562 35.65%| 14133431
Year 38 47 385 096 92254575 | 139639672 B40 909 1 155 697 - - 1 596 606 245 548 169 34.77%| 14133451
Year 39 £3 106297 | 100164527 | 140 290824 76 555 1 295 506 - - 2 172 D61 50721229 33.97%| 14133451
Cath ol wuraving apou (al)
and ol pear|: Aemairang
capfal in Traat 1 Satnbaded
Yearan |[2P% e S0E35321 | 108750573 | 159 585694 912 406 1452 406 7 777 206 . 10 142 018 60 563 248 38.14%| 21910657
reinyvas® in e tnats va
lcara
Yeardl - 164510452 | 164 510452 - 2475 105 - - 2479 105 63 342 353 38.50%| 21910657
Year 42 - 178 210465 | 176 210485 - 2 751012 - - 2751012 &6 093 365 37.09%| 21510 657
Yeard3 - 192954274 | 182994274 - 3 037 260 - - 3037 260 &5 130 624 35.82%| 21910657
Year 44 - 208 952 904 | 206 852 S04 - 3 340 797 - - 3340 797 72 471422 34.66%| 219510657
Year 45 - 176 163888 | 226 183 698 - 3 664 297 - - 3 664 297 76135 718 33.66%| 21910657
Year 46 - 244 701961 | 244 791 561 - 2 010 307 - - 4010 307 &0 146 025 32.74%| 21510657
Year 47 - 164 560825 | 264 BEDE2S - 2381354 - - 4381354 84527 380 31.91%| 21010657
Year 48 - 286 561105 | 286 581 105 - 4757 703 - - 4797 703 &9 325 DEZ 31.17%| 21510657
Year 48 - 310013628 | 310013628 - 5 225 587 - - 5 225 567 94 550 669 30.50%| 21910657
Further restrocturing lor 3rd
Yenr S [punmrasion [saie of il e - 335312783 | 335312793 - 5 702 197 36 069 357 - £1791553 | 1363423223 20.66%| 58000014
|maseta}

7.07%
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9.1.6

Comparison 1 —

Personal estate scenario supporting schedules

Table 22 — Comparison 1 (Personal estate scenario): Capital value

PERSOMAL ESTATE: ESTATE VALUE
Annual capital grow

10%

D = -[Total annual
withdrawals
column from Post-
retirement
withdrawal
schedule

C =-{column L of
Personal estate:
Income + Income
tax schedule]

A = column H of
previous year

B=Ax(1+01) E=A+B+C+D

Year 0 J— 10 000 000 10 000 000
Year 1 10 000 000 1 000 000 (130 000) - 10 810 000 10 810000
Year 2 10810 000 1081 000 (205 350) - 11 685 610 11 685 610
Year 3 11 685 610 1168 561 (222 027) - 12 632 144 12 532 144
Year 4 12632 144 1263 214 (240 011) - 13 655 348 13 655 348
Year s 13 655 348 1365 535 (259 452) - 14761431 14761431
Yearb 14761 431 1476143 (280 467) - 15 957 107 15 557 107
Year 7 15 557 107 15595711 (303 185) - 17 245 633 17 249633
Year 8 17 245 633 1724 963 (327 743) - 18 646 853 18 646 853
Year 9 18 646 853 1364 635 (354 290) - 20 157 248 20 157 248
Year 10 20157 248 2015 725 (382 588) - 21 785 985 21 7859 985
Year 11 |Moevent 21789 985 2178 999 (414 010) - 23 554974 23554974
Year 12 23554574 2 355 497 (447 545) - 25 462 927 25 462 927
Year 13 25462 927 2 546 293 (483 795) - 27525 424 27 525 424
Year 14 27525424 2752 592 (522 983) - 29 754 984 29 754 984
Year 15 25754 584 2975 498 [565 345) - 32 165 137 32 165 137
Year 16 32 165 137 3216 514 (611 138) - 34770513 34770513
Year 17 34770513 3477051 (660 540) - 37 586 925 37 586 925
Year 18 37586 325 3 758 692 [714 152) - 40 631 466 40 631 466
Year 19 40631 466 4063 147 [771558) - 43 922 615 43 522 615
Year 20 43 922 615 43592 261 (834 530) - 47 480 346 47 480 346

Founder retires, fax rate

remains the same; Foundsr
Year 21 |and spouse start making 47 480 346 4748 035 (902 127) (1 500 000) 45 826 254 4% 826 254

cazh withdrawals from

investment income
Year 22 45826 254 4582 625 (946 &93) {1530 0:00) 52272181 52272181
Year 23 52272181 5227 218 (993 171) (1 625 400) 54 820 828 54 820 828
Year 24 54 820 828 5482 083 (1041 5596) (1786 524) 57474791 57474751
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Table 22 (continued)

& = column H of
previous year

B=Ax(1+0.])

Income + Income

C=-[column L of

D = -(Total annual
withdrawals

Personal estate: | column from Post-

tax schedula)

retirement
withdranwal
schedule)

E=A+B+C+D

57474791 5747 479 {1 092 021} {1893 715) 60236 533 60 236 533
Year 26 60 236 533 6023 653 {1 144 494) {2 007 338) 63 108 354 £3 108 354
Year 27 63 10 354 6310 835 {1 199 490 {2 127 779) 661091 221 66 091 921
Year 28 66081321 6 509 192 {1 260 684 {2 255 445) 59 184 583 65 184 983
Year 29 59 184 383 5018 498 (1323871} {2 380 772) 72388 738 72 388 738
Recuced by estate Suty and COET
Death of foussder |a1 ed o idue cn death of founder / owmer
¥Bar 30 |vear)- bequest axeets ta 72388738 7238874 {1 368 382) (2 534 218) 75704 001 - |meter Personal estate: Other taes - 75 704 001
sury heiegg dpouse Taxes on death schedule, column A,
W 30
Year 31 75 704 001 7 570 400 |1 456 580 {1343 136) 20474 286 B0 474 286
Year 32 80474 286 8047 429 11555 026 {1423 724) 85542 894 85 542 294
Year 33 85 542 94 8554 289 |1 658 860 {1500 147) 90929 077 o0 028 077
Year 34 90928 077 9092 908 (1 762 006) {1509 696) 96 653 282 o6 F53 282
¥ear 35 |Mosvent 96 653 282 o 665 328 (1 £B6 683 {1695 678) 102 736 248 102 736 240
Year 36 102 736 248 10 273 623 (2 011 345) {1797 a19) 109 201 110 109 201 110
Year 37 109 201 110 10920111 {2 144 380) {1905 264) 116071 577 116 071 577
Year 38 116 071577 11 607 158 {2 285 340) {2 019 530) 123 373 815 123 373 815
Year39 123 373815 12 337 382 {2 434 goE) (2 120 754) 131135 634 131 135 634
Reduced by estate duty and C5T
::dd‘“:::::":h due on death of spouse
Yearan | 131 135 634 13113 563 {2 584 114) (2 269 200 139 385 884 [48 467 262) |Rerer B2rzora) sctae: Cther ez - o0 018 622
e Tawes on death schedule, column &,
T 40
Year 41 90 918 622 o091 852 (1673 773) - 93336 711 aE 336 711
Year 42 98 336 711 9833 671 {1 827 118) - 106 343 264 106 343 264
Year 43 106 343 264 10 634 326 {1 991 290 - 114936 300 114 936 300
Year 44 114 986 300 11498 630 (2 167 453 - 124317 477 124 317 477
Year 45 124317477 12431748 {2 359 B89 - 134339 336 134 389 336
Year 46 134 388 336 13438934 (2 566 297 - 145 261973 145 261 973
Year 47 145 261973 14526 197 {2 7EE 0E4)) - 157 000 DET 157 000 067
Year 48 157 000 0BT 15 700 009 {3 029 15E) - 169 670 338 169 670 938
Year 49 169 670 338 16 057 094 {3 266 245) - 183 349 7ET 1E3 340 787
Reduced by C5T &5 resull of sale
Year S0 [sale of sl asses by cildren 183 345 7E7 18334979 {3 565 137) - 193 115 628 [17 567 1gg)| " Cemanal estate: Other axes - 1B0 548 439

|DST on tansfer schedule, column
L]
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Table 23 — Comparison 1 (Personal estate scenario): Income and income tax (excluding CGT)

PERSOMAL ESTATE: INCOME AMD INCOME TAX [excl CGT) Refer Methodology section for assumptions used with respect to ffective income tax rates used in table below column C of

F:
Yri-30: =0
fr3l-d4d=B
¥rdl-50k=0

M=(L/B)%

Annuesl taxable income g=nerated:

Yeor @ -
Year 1 10 000 D00 500 D00 SO0 000 38.0% 190 000 - [l - - L - 190 000 3E.0%
Year 2 10 E10 000 540 500 540 500 5.0 205 390 - [ - - [l - 205330 3E.0%
Year 3 11 685 610 584 281 584 781 5.0 222027 - [l - - L - 222027 3E.0%
Year 4 12 632 144 631607 631607 35.0% 240011 - (1 - - [e1i - 240011 3E.0%
Year 5 13 655 348 BEZ 767 682 767 35.0%% 259452 - [l - - (el - 259 452 3E.0%
Year & 14761431 TIBOT2 TIEOTE 30.0°% 280 467 - [T - - o - 280467 3E.0%
Year 7 15857 107 747 B55 74T E55 30078 303 185 - [T - - [ - 303 185 3E.0%
Yeur § 17 245 633 B6Z 482 B62 4B 5.0 327743 - (1112 - - [l - 327743 3E.0%
Year 9 18 646 E53 932 343 532 343 5.0 354 290 - [l - - L - 354 290 3E.0%
Year 10 20 157 248 1 007 B62 1007 862 8.0 382 988 - [l - - L - 3E2 988 3E.0%
Yeor 11 |tio swnt 21 785 9B5 1 (89 459 1065 439 5.0 414010 - [ - - [e1i e - 414010 3E.0%
Yeor 12 23554974 1177749 1177 749 8.0 447 545 - [l - - (el - 447 545 35.0%
Yeor 13 25462 927 1273 146 1273146 35.0% 483 796 - (1 - - [e1i - A3 TG 3E.0%
Year 14 27525424 1376271 1376271 38.0°% 522583 - 005 - - D0 - 522983 3E0%
Year 15 9754 964 1 487 749 1487 749 30.0% 565 345 - 1112 - - oo - 565 345 3E.0%
Yeor 16 32 165 137 1 608 257 1 60E 257 30.0% 611 138 - [l - - o - 611138 3E.0%
Year 17 34770513 1738526 1736526 8.0 660 640 - (]2 - - [l - 660 640 3E.0%
Year 18 37 586 925 1§79 346 1675 346 5.0 714152 - [l - - L - 714152 3E.0%
Year 19 40 631 466 2031573 2031573 5.0 TT1598 - [l - - L - 771998 3E.0%
Yeoar 20 43 522 615 2196131 2196131 8.0 834530 - [l - - (el - B34 530 35.0%

Isurder redrar, tas s

remuing s anma: Fourdss
Year 21 |sed powas start making 47 480 345 137407 2374017 5.0 902 127 - (11 - - o - S02 127 3E.0%

cmh wittdrewsl trom

FeRstmact ncama
Year 22 40 EZ6 254 2491313 2491313 5.0 946 629 - [l - - L - 046 599 3E.0%
Year 23 52 272 161 2 613 609 2613609 5.0 993 171 - [ - - [l - 593171 3E.0%
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Table 23 (continued)

M= |L/B}%

Anruzl taxable income gemerated:

54§20 B8 2741041 2741041
Year 25 57 474 751 2873 740 2573740 3.0 1092 021 E 0 - - 00 - 1092 021 36.0%
Year 26 &0 136 533 3011827 3011827 3005 1144494 - 0.0 - - 0% - 1144 454 3005
Year 27 &3 108 354 3155418 3155418 30005 1139430 - [ - B 00% - 1195 450 I6.0%
Year 28 66 091 921 3 304 556 3 304 596 30.1% 1260 684 - 0.0 - - 00% - 1260 684 36.1%
Year 24 9 184 963 3450 249 3456 249 30.3% 1323071 - 0% - - 00% - 1323971 3634
Death of founder (of snd of
T ) (T e ———— 72386738 3510437 3618437 3.5 1389392 - 00 - - 00% - 13g0392 3E.4%
murviwing 1powas
Year 31 75 704 001 3785 200 = - - 3785 200 305%| 1456880 - 00% - 1456 980 36.5%
Yeor 32 80474 285 4023714 - - - 4023714 35.6%| 1555006 - 0.0% - 1555 096 I0.6%
Year 33 &5 542 54 4277 145 - - - 4777 145 3E0%| 16580960 - 0% - 1 658 950 30.8%
Yenr 34 20829077 4545 454 - - - 4545 454 3p9%[ 1760008 - 00% - 1760 006 36.9%
¥eor 35 |howemt 05 653 262 4832 664 - - - 4532 664 300 188663 - 0.0% - 1636 683 I0.0%
Yeor 36 102 736 249 5136812 - - - 5136 812 362%| 2041345 - 0% - 2011345 30.2%
Year 37 109 201 110 5 460056 - - - 5 460 056 383%| 2144380 - 0% - 7 144 380 363%
Year 38 116071577 5803 579 - - - 5803 579 35.4%| 2285340 - 00% - 2 285 340 30.4%
Year 39 123373815 £ 168 661 E - - £ 168 651 365%| 2434608 - 0% - 7434 808 30554
Death of iurehing spouss
ared ot -
Year 40 :_m":"ﬂ_::': 131135 634 6556 762 - - - £ 556 762 306% 2504114 - 00% - 2584 114 3064
heag in own sbete
Year 41 20 516 622 4545931 E - - E 0% - 4545631 36.8% 1673773 1673 773 36.8%
Year 42 0f 336 711 4016036 - - - - [ - 4916 636 37.0% 1827 118 1627 118 370%
Yeor 43 106 343 264 5317 163 - - - - 0.0 - 5317 153 754 1991290 15991 290 175%
Year 44 114 6356 300 5748 315 - - - - 0.0% - 5748 315 3774 2167453 7167 453 3774
Year 45 124317 477 6215874 B - - B 00 - 6215 B74 I0.0% 7359 B89 7350 8B I0.0%
Yeor 45 134 385 336 6718467 - - - - 0.0 - £ 719 457 30.0% 7566 297 2 566 797 36.0%
Year 47 145 261 973 7 263 059 - - - - 0% - 7 263 099 30.4% 2 788 064 2 78E 084 36.4%
Year 48 157 DOD0AT 7 E50 004 B - - B 00 - 7 650 04 I06% 3029158 3020 158 I06%
Yeor 49 168 670935 B 483 547 - - - - 0.0 - B 483 547 30.8% 3788 245 3 286 245 36.8%
Yenr 50 (sua of il mmnsts by chikiras| 163 345 787 5 167 459 - - - - 0 - g 167 459 30.9% 3569137 3560 137 I6.9%
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Table 24 — Comparison 1 (Personal estate scenario): Other taxes — CGT on transfers and disposals

PERSOMNAL ESTATE: OTHER TAXES (CGT and Estate duty) - CGT on transfer

Annual exemption and inclusion %::

A=BuxGuFx(C-D-
£) B: refer H C: refer H O refer H E = 40000 F=04 G:referH

- CGT on sale of all investment assets

- Base cost equals investment value net of 05T
and estate duty in year 40 per Personal estate:
Capital schedule, column H, ¥r 40, divided by 2
Year 50 |sale of all assets by children 17 567 189 2 99 057 814 45 459 311 40 000 40.0% 41.0% [(per child)

- Proceeds equals Personal estate: Capital
schedule, column E, ¥r 50 divided by 2 [per child)
- Assume maximum income tax rate due to
additional taxable income.
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Table 25 — Comparison 1 (Personal estate scenario): Other taxes — Taxes on death

PERSOMNAL ESTATE: OTHER TAXES (CGT and Estate duty) - Taxes on death
5 4A abatement and estate duty %

Estate duty on imeestment asset value -
founder | owner
- Refer Personal - Capital schedule,
Year 30 |pear] - bequeath assets to - - 75 704 001 {75 704 001) _ _ 20.0% :nlurn:\E‘frﬂEt“r ita u
surviving spouse .
- Begueathed to spouse (s 4{q)
deduction)
Estate duty on imeestment asset value -
[D=aith of Suniving spouse Spouse;
|at end of year] - bequeaths - Refer Personal estate: Capital schedule,
Year 40 capital to tuo. chil — A8 467 262 26477 177 135385 834 - {7 000 000) 132 385 B84 20.0% column E, ¥r 20
eep in cwn estate - Portable abatement from first-dying
wused, therefore ¢ 48 abatement x 2
Annual exemption and inclusion %: 300 000 405
I=lx0xNx(K-L-M) I: refer P K: refer P L- refer P M = 300000 N=04 Q- refer P P

[D=aith of founder [atend of
CGT on death of owmer
Year 30 |year] - bequesth sscets to - 1 - - 40.0% 41.0% )
— CGT rollowver - bequeathed to spouse
CGET on death of spouse
- bequeathed to children [no CGT
[D=aith of Suniving spouse rollover|;
|at end of year] - bequeaths - Base cost equals rolled over base cost
Year 40 capital to b children wha 21 990 0OBS 1 135385 834 5 000 000 300 000 40.0% 41.0% (starting parameter]
fi=ep in cwn estate - Procesds equals Personal estate:
Capital schedule, column E, Yr 20
- Highets income tax bracket assumed
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Table 26 — Comparison 1 (Personal estate scenario): Personal estate summary calculated using capital year-end values BEFORE year-end adjustments

PERSOMNAL ESTATE - SUMMARY {using capital year-end values BEFORE year-end adjustments)

A = Column E of
Personal estate:
Capital schedule

B = column L of

Income Tax
schedule

C = column & of

CGET on transfer

schedule

D = column & of

Other taxes -

Taxes on death

schedule

F : cumulative
walue of E

H: cumulative value
ofC+D

Year SCENario event
Year 0 f_":"‘“' pamas 10 000 000 - - - - - 0.00%] - 0.00%]
Yearl 10 E10 00D 1590 000 - - 150 000 190 000 1.76% - 0.0
Year 2 11 685 610 205 380 - - 205 390 305 380 338% - 0,005
Year 3 12 632 144 222 027 - - 222 027 617 417 4 BO% - 0,005
Year 4 13 655 348 240 011 - - 240 011 B57 427 6.28% - 0,005
Year 5 14761 431 250 452 - - 250 452 1116870 7.57% - 0,005
Year 6 15 057 107 280 467 - - 28D 467 1307 346 876 - 0,005
Year 7 17 249 633 303 185 - - 303 185 1 700531 o_BE%, - 10,0054
Year 8 18 646 853 327 743 - - 327 743 2028274 10.85% - 0,005
Year g 20157 248 354 200 - - 354 200 2 382 564 11 B2% - 0,005
Year 10 21 780 985 382 oBE - - 3g2 088 2 765 552 12 GO% - 0,005
Year 11 [N svest 23 554 974 414 010 - - 414 010 3 179 562 13 50% - 0,005
Year 12 25 462 927 447 545 - - 447 545 3 627 106 13.24% - 0,005
Year 13 27525 424 453 796 - - 483 796 4 110502 14.53% - 0,005
Year 14 20 754 984 522 0R3 - - 522 0a3 4 633 BES 15.57% - 0,005
Year 15 32 165 137 565 345 - - 565 345 5 199 230 16.16% - 0,005
Year 16 34770513 611 138 - - 611138 5 B10 367 16.71% - 0,005
Year 17 37 586 925 G60 640 - - 660 6AD 6 471007 17.22% - 0,005
Year 18 40 631 466 714 152 - - 714 152 7 185 150 17 65% - 0,005}
Year 19 43 922 615 771 998 - - 771998 7957 157 18.12% - 10,0054
Year 20 47 480 346 834 530 - - 834 530 8 7ol eB6 1B8.52% - 0,005
Founder setires, tax rate
e ]
Year 21 [and spoue st making 40 B26 254 002 127 - - 9032 127 9 603 B13 10.46% - 0,005
cash withdravwks Trom
s Eren mleme
Year 22 52 272 181 945 639 - - 946 633 10 540 512 20.36% - 0,005
Year 23 54 820 828 003 171 - - 983 171 11 633 683 21.22% - 0,005
Year 24 57 474 701 1041 506 - - 1041 596 12 675 270 22 05% - 0,005
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Table 26 (continued)

B = column L of | C = column & of | D = column & of

4 = Column E of
Personal estate:
Capital schedule

H: curmnulative value
ofC+D

F : cumulative
value of E

other taxes - other taxes -
Income Tax CGT on transfer | Taxes on dea
schedule schedule schadule

60 236 533 1092 021 1082 021 13 767 300
Year 26 63 108 354 1144 454 - - 1144494 14 911 794 23 63% -
Year 27 66091921 1199 430 - - 1199 290 16 111 264 24.38% -
Year 28 69 184 983 1260 654 - - 1260684 17 371 969 25.11% =
Year 29 72 388 738 1323971 - - 1323971 18 695 940 25 B3% -
Dezath of Powsder {at end of
Year 30 |year)- bequesth sssets b 75 704 001 1389 382 - - 1389 392 20 085 332 26.53% =
ryiing dpouse
Year 31 B0 474 286 1456 9EO - - 1456980 21542 312 2677 -
Year 32 85 542 894 1555 096 - - 1555096 23 097 408 27 00% -
Year 33 o0 520 077 1 658 960 - - 1 658 960 24 756 368 27.23% -
Year 34 96 653 262 1 769 006 - - 1768 006 26 525 374 27.44% =
Year 35 |Weevest 102 736 249 1 BB6 683 - - 1 886 583 28 412 057 27 66% -
Year 36 109 201 110 2011 345 - - Z 011 345 30 423 402 27 B6% -
Year 37 116 071 577 2 144 380 - - 144380 32 567 7EZ 28.06% =
Year 38 123 373 815 2 285 340 - - 2 285 340 34 B53 122 28.25% -
Year 39 131 135 634 2 434 BDB - - 434 BO& 37 267 931 2B.43% -
Deeath ol surviving wpouse
Yoor qq [Ionderyser-Bayuetie 139 365 B4 2504 114 - 4E 467 262 51061376 88 349 307 63 38% 48 457 262

capital to twi childien wha
st 0 own estale

Year 41 08 336 711 1673 773 - - 1673773 90 023 DED 01.55% 48 467 262
Year 42 106 343 264 1827 118 - - 13827118 91 B50 198 B6.37% 48 467 262
Year 43 114 SE6 300 1901 250 - - 1991 290 93 B41 485 B1.651% 48 467 262
Year 44 124 317 477 2 167 453 - - 2 167 453 96 D03 241 7723% 48 467 262
Year 45 134 389 336 2 350 EB9 - - 2 350 B89 93 368 E30 73_20% 48 467 262
Year 46 145 261 873 2 566 257 - - 2 566 297 100 935 127 69.45% 43 467 262 33.37%)
Year 47 157 000 DE7 2 788 0BL - - 2 7BEDE4 103 723 210 66.07% 48 467 262 30.E7%|
Year 48 169 670938 3029 158 - - 3029158 106 752 368 62.92% 48 467 262 2B.57%)
Year 49 153 340 7E7 3 288 245 - - 3 2BE 245 110 040 613 50.02% 43 467 262 265.43 %]

Year 50 |sake of all assets by childres 198 115 628 3560 137 17 567 180 - 21136326 131 176938 66.21% 66034 451
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Comparison 2

9.2

Comparison 2 — Charts

9.2.1

Figure 15 — Comparison 2 — Chart 1: Cumulative total taxation

total tax (R million)
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Figure 16 — Comparison 2
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Figure 17 — Comparison 2 — Chart 3: Cumulative total tax as percentage of capital value

total tax as % of Capital
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Figure 18 — Comparison 2 — Chart 4: Cumulative CGT and estate duty
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Figure 19 — Comparison 2 — Chart 5: Cumulative CGT and estate duty as percentage of capital value

CGT and Estate Duty as % of Capital
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Figure 20 — Comparison 2 — Chart 6: Difference: Cumulative total tax as percentage of capital value
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Figure 21 — Comparison 2 — Chart 7: Difference: Cumulative CGT and estate duty as percentage of capital
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9.2.2 Comparison 2 — Comparative data between trust and personal estate scenarios including difference data used in charts

Table 27 — Comparison 2: Comparative and difference data sets

COMPARISON 2: Trust vs. Personal Estate - Recommendations in DTC's First Interim Report on Estate Duty

8 = codumn F of D = columin A of

Fersonal estate

F = columin G off H=column H of

A = galumn | of C=column Cof E =columin ] of @ = olumn K of I = calumin Lot 1= column | of

Fersonal esiate Personal asiate Personal esiate

Trusts SLAT Teairy ST SAmmany Trusts 5 MMy Trusts SLAT MTesiry Tnests summa; b L=1-1
schedule schedule schedulz schedule schedule
schedule
CHART 3 H 5 CHART 7

CHART L
Comparison 1: Cumulatie total tax

Comparison 1: Cumulathse OGT and

Diffenenice:

¥earo |, [ 733 520 - 10000 000 10 000 000 7.m% 0.00% 733520 - 7.34% ook -7.54% 7.34%
Vear 1 338 520 150 000 10793 D00 10 510000 5% 175% 733520 - 6.98% oLon% 713% £.38%
Vear 2 1 180 215 393 350 11553 203 11 583 510 10.33% 3.35% 733520 - 6.47% L00% -6.74% £.47%
Vear 3 1415 106 517 417 12379 632 17 532 144 11 35% 2.55% 733520 - 5.59% L00% -6.35% -5.99%
Vaar 4 1 676551 857 427 13379713 13 553 348 13 3% 5.25% 733520 - 5.35% 0.00% -E.07% -5 3%
Vear § 1953373 1 116 879 14 559 300 18 761431 13.34% 7.37% 733520 - 5.14% L00% -3.77% -5.14%
Vear 6 2 293 850 1397 346 13524714 13 957 407 13.25% B.75% 733520 - 1.76% L00% -5.30% 4.75%
Vear 7 2 380 257 1700 331 17 082 775 17 249533 13.30% 3.55% 733520 - 2.41% L00% -5.23% 2.41%
Year B 2330454 2028 274 18240 BED 15526253 19E% 1025k 733510 - 208% 0L00% -500% 208%
Vear 8 3 308 332 2382 554 19 506 508 20157 248 16.62% 11 52% 733520 - 3.79% L00% ~3.80% 3.79%
¥ear 10 3716 623 2763 332 21289 308 21759 983 17.30% 12.55% 733520 - 3.31% L00% ~8.50% 3.31%
Darafdurss sfteces i)
Fear 11 “"-:-T:::s p— 4157138 3179 362 23197924 23334578 1752% 13.500% 733520 - 3.27% ook -8.42% 3.27%
an
¥ear 12 4632 716 3 627 106 23042 135 I3 262927 15.30% 13.24% 733520 - 2.01% L00% -8.26% 3.01%
¥ear 13 3 146 DED 4110302 27033010 273523424 15.00% 13.595% 733520 - 2.79% Lo0% -3.10% -2.79%
Year 18 3700 237 4633 BE3 29182 134 75734988 1553% 15.57% 733520 - 238% oLon% -3.96% Z.38%
¥ear 15 & 298 450 3159 230 31302114 32 163137 15.55% 16.16% 733520 - 2.39% L00% -3.83% -2.39%
Fear 16 5544 254 3 B10 367 34006 332 34770513 4% 16.71% 733520 - 2.22% L00% -3.71% -2.22%
¥ear 17 7 AL A1E 5 471007 36710031 37 386923 % 17.22% 733520 - 2.07% Lo0% -3.60% -2.07%
Year 18 8393574 7 183 135 39628 301 20 531 266 115% 17.565% 733520 - 150% oLon% -3.90% -L50%
Fear 13 3 206 336 7957 137 42778 966 43 922 515 21 m% 15.17% 733520 - 176% L00% -3.40% -1.76%
Fear 20 10083 327 8 791 EEE 46179 B34 47 480346 2153% 15.50% 733520 - 163% L00% -3.32% -1.63%
::::::‘:"' Foinder reres, @ rane
Famrtor ad apamna siart T o Fomder . snz - 452 3
Tear 21 | [ womm rarttig 11030 023 9 593 813 28391 196 29526258 2% 15.26% 733520 - 1.36% oLo0% -3.36% -1.36%
::'ll-llm_l'l'r_ F
Vear 22 12024 214 10 540 512 0505 116 %2 372181 23.75% 20.36% 733520 - 1.49% 0L00% -3.40% -1.49%
¥ear 23 13 098 615 11 633 683 52542 623 =4 520828 2857% 21.37% 733520 - 1.42% L00% -3.44% -1.42%
Wear 24 14 143 547 12 673 275 53363233 =7 474751 23.735% 22.0%% 733520 - 1.36% oL00% -3.45% -1.36%
¥ear 25 13 778 534 13 767 300 =7 573073 50 236333 26.20% 22.56% 733520 - 1.30% L00% -3.93% -1.30%
Vear 26 16 463 332 14911 754 60 466 B4E 63 108354 7.5% 23.55% 733520 - 1.29% 0L00% -3.60% -1.29%
Fear 27 17 704 E55 16 111 284 63145 966 56091921 2E0a% 24.35% 733520 - 1.19% L00% -3.66% -1.19%
Year 28 18 995 351 17 371 965 63510 623 &5 154 963 =N 23.11% 733520 - 1.14% oLon% 377% L1a%
Fear 23 20 350 395 18 533 540 68739747 72388738 25.50% 23.55% 733520 - 1.10% L00% -3.77% -1.10%
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Table 27 (continued)

D = column & of
Personzl estate
MMy

schedule

F = column G of
Personal estate

SWTITETY
schedule

H = column H of
Personal estate
SUMMEry
schedule

B = column F of
Personal estzte

ZMmary
schedule

E = columin ) of

Trusts summary
schedule

| = column L of
Trusts summany

] = column | of
Trusts sumimary

G = codumn K of
Truss summany
schedule

& = column | of
Trusts summany
schadubs

C=column € of

Trusts summary
schadubs

CRRAT =
(Comparison 1: Curm

THARTX CHAE

CHART 1 CHARTZ

Comparison 1: Cumulative total tax

Comparizon 1: Capitsl / Estate walue

it total tawas % | Companison 1 Cumulstive OET and
x= Do

Comparison 1: Curmulative C5T and

it of Founder |st snd of
Year 30 :"‘":“""‘"""" e —— 21760 134 34006 132 71691929 61763 201 30.35% 55.00% 753 520 13 940 500 1.05% 22.57% 24.74% n52%
(== 1urving ppous.
Year 31 23 220818 35107082 76 045 301 £5425 485 0,554 53.00% 753 000 13 040 200 0.00% 11.31% 23.25% 0.32%
Year 32 24 768 808 35423570 B0 60217 50207 773 0734 51505 753 800 13 030 800 0.05% 0.13% T186% 10155
Year 33 25342 552 37 760 690 55574 560 73302273 30,00 S1A6% 753 020 13 040 800 0.58% 15.00% 2056% 18.11%
Year 34 28 106 831 30 179 666 90 775 050 77721837 31.06% 50.41% 753 000 13 040 200 0.83% 17.04% 1035% 17.11%
Cviginal trust [Tremt 1)
revtruchured for ssch
n parms bans ficiany
Yeur35 [[trus s and ) -stund [Mommet 48028 545 40678013 77 425 263 22200006 £3.10% 40.43% 19 624 684 13 040 200 25.35% 15.04% 1377 BA1%
of year;
Sureting spoums. remaina
ol Truast 1
Year 36 50515 028 43 370750 51786 607 57130840 BLITHE A551% 10 624 684 13 940 800 23,00 16,005 -13.26% B0
Year 37 52 167 454 43052 696 06303 370 07 356414 50.42% A7.65% 19 624 684 13 040 200 22.72% 15.11% 27T 71
Year 38 53063 313 45 50 621 91231278 07 665 551 55,154 26.05% 10 624 684 13 040 200 21 51% 14375 12 30% T8
Year 39 55 033 552 27 657 251 96 343 210 103 363 922 57.85% 26.11% 19 624 684 13 230 800 2037 15.45% -1185% 5.0
Ceawh o ety 1poans
int ancd of yeuri; \wnth ol urvieng 1pous (12
Vemr A [ T e e £3 263 669 7454553 91253437 71665512 TAETH 122.03% 30104 758 51 703 452 32.90% T215% £7.20% I91E%
Il_m:-‘hrl
Year 41 70 150 364 20731382 08 506 085 77555535 TL12% 114.41% 30104 758 51703 452 30.56% £5.67% 4319% 36115
Year 42 72178 780 0129 282 106330 478 23013 168 67.80% 107.81% 30 104 759 51703 £52 26.31% £162% 3053% 3331%
Year 83 74 358 730 01 656 874 114793 266 00776 812 B.70% 100.97% 30 104 758 51703 £52 26.23% 55.06% IE10% 30.73%
Year 44 76 712 005 93 328 137 123010547 ag 163 333 B100% 95.05% 30 104 750 51703 452 23305 51.65% 3315% 3T
Year 45 79252 355 95 152 405 133771151 106177 308 55,04% B0.62% 30 104 759 51703 £52 22505 45.70% 037% 26.10%
Year 45 E1 064 665 o7 120580 144 2405 057 114 506 952 56.70% BA61% 30 104 758 51703 452 20.05% 25045 17.83% 24105
Year 47 B4 954 0§7 29 304 662 155 886 231 123123577 =505 BOLD0FE 30 104 758 51703 £52 18.30% 1654 I551% 2238%
Year 45 £3 150 654 101 660 570 168 270 186 134179725 52.30% 75.76% 30 104 758 51703 452 17,855 33.53% 23.30% 0.62%
Year 42 51600 378 104223154 191657 302 145035405 50.42% 7LD 30104 758 51703 £52 1657 35.65% T148% 10.08%
Further restructuring for
Yienr 50 [srd gararstion fsmis ot ail | Saie of sl amet b children 135 641 108 1210548 490 154 782 388 142 513 620 £B.28% B4 655 71421514 5 645 042 26 1% 4507% 3508 018
rart mien
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9.2.3 Comparison 2 — Trust scenario summary

Table 28 — Comparison 2: Trust scenario summary
TRUSTS - SUMMARY {Comparison 2)

B = Column G of
Trust 23 and 2b:
Combined
Capital schedule

& = Column H of

Trust 1: Capital
schedule

D = column L of

Trust 1: Income
and Income Tax

schedule

E = column L of

Trust 23 and 2b:

F = column A& of
Trusts 1. 2a and

G = column & of

Income and | 2b: other taxes -| 2b: Other taxes -
Income Tax CGT on transfer | Taxes on death
schedule schedule schedule

| : cumulative
value of H

WALUES PRESENTED IN CHARTS

K: curmnulative
value of F+ G

YearQ |Transter of assets to Trust 1 10000 000 - 10000 00D - - 753920 - 753920 753920 7.5a% 753920 7.58%)
Year 1 10795 000 - 10795 000 205 000 - - - 205 000 95E 920 5.88% 753 920 6.95%)
Year 2 11653 203 - 11653 203 221298 - - - 221298 1180 218 10.13% 753 920 6.47%)
Year 3 12579632 - 12 578 632 238 01 - - - 238891 1419 108 11.28% 753 520 5.00%)
Year 4 13579713 - 13579 713 257 BB2 - - - 257 882 1676991 12.35% 753 920 5 55%)
Years 14659 300 - 14 659 300 278 354 - - - 278 384 1955375 13.34% 753 920 5.14%)
Year 6 15824714 - 15824 714 300516 - - - 300516 2255 890 14.26% 753 520 4.76%)
Year 7 17082 779 - 17 0B2 779 324407 - - - 324407 2580297 15.10% 753 920 4.41%)
Year B 18 440 B6D - 18 440 860 350 197 - - - 350197 2930494 15.89% 753 520 4.09%)
Year 9 19 506 508 - 19 906 508 378 038 - - - 378038 3308532 16.62% 753 520 3 70%)
Year 10 214B9 508 - 71 489 508 208 0932 - - - 40E 092 3716623 17.30% 753 920 3.51%)
Beneliciades’ eflective tax
Year 11 :;:::11":;5 23197924 - 23 197 924 240533 - - - 210535 4157 158 17.92% 753 520 3.25%,
Ve ars
Year 12 23042 159 - 25 042 158 273 557 - - - 475557 1632716 18.50% 753 920 3.01%)
Year 13 27033010 - 27 033 010 513 364 - - - 513 364 5 146 030 19.04% 753 520 2.70%)
Year 14 29182 134 - 29 1B2 134 554 177 - - - 554177 5700 257 19.53% 753 920 2.55%)
Year 15 31502 114 - 31502 114 598 234 - - - s8E234 6 295 490 19.99% 753920 2.30%)
Year 16 34006 532 - 34006 532 645 703 - - - 645793 £044 284 20.42% 753520 2.27%)
Year 17 36 710051 - 36 710 051 697 134 - - - 697 134 7 641 418 20.82% 753 920 2.05%)
Year 18 39628 501 - 39 628 501 752 556 - - - 752556 £393974 21.18% 753 520 1.50%)
Year 19 42 778 966 - 42 778 966 81z 384 - - - 812 384 9 206 358 2152% 753 520 1.76%)
Year 20 46 179 594 - 46 179 594 876 969 - - - 276960 10 083 327 21.83% 753 920 1.63%)
Foundser retings, lax rale
remains the same, Founder
Year 21 |and spouse stant making 48 351 196 - 4% 351 1965 946 6558 - - - 946 5858 11030015 22.81% 753 920 1.56%,
cirdh withdrawals Trom kan
stcounts (Trust 1)
Year 22 50605 116 - 50605 116 991 200 - - - 991 200 12 021214 23.75% 753 520 1.49%)
Year 23 52942 623 - 52 942 823 1037 405 - - - 1037 405 13 05E619 24 67% 753 920 1.47%)
Year 24 53 365 253 - 53 365 253 1085 328 - - - 1085328 14 143 847 23.55% 753 520 1.36%)
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Table 28 (continued)

& = Calumn H of

Trust 1: Cap
schedule

B = Column G of

Capital schedule

schedule

D = column L of
Trust 1: Income
and Income Tax

E = columnn L of
Trust 2a and 2hc

F = column & of
Trusts 1, 25 and

& = column A of
Trusts 1, 25 and

Income and

2b: Other taxes -

2b: Jther taxes -

Irecome Tax
schedule

schedule

CGT on transfer | Tanes on death

SCheouss

H=D+E+F=
G

| - curnulative
valee of H

K= oumiulative
value of F+ G

Year 25 57§73 075 - 57 573 075 1134 985 - - - 1134 988 15 275 934 26,408 753 520 1.30%
Year 26 60 466 616 - Fi0 466 616 1186 398 - - - 1186 398 16 465 331 27.23% 753620 1.25%
Year 27 63 145 956 - £3 145 966 1235 566 - - - 1235 566 17 704 599 28.04% 753 520 1.19%
Year 28 65 910 625 - £5 910 625 1294 497 - - - 1294 497 15 995 391 18.83% 753820 1.14%
Year 29 f5 759 747 - &8 759 747 1351 168 - - - 1351 168 20350 558 29,605 753 620 1.10%
Year 30 ;‘:‘*"’“"“""""“ = 71681 929 - 71651929 1405 575 - - - 1405575 71760 134 30.35% 753620 1.05%
Year 31 76048 301 - 76 048 301 1 465 635 - - - 1465 635 73 225 81 30.55% 753820 0.99%
Year 32 B0 70 417 - B 670 417 1558 990 - - - 1558 990 24 78E B0E 30.73% 753 620 0.93%
Year 33 85 574 363 - §5 574 568 1653 744 - - - 1653744 26442 552 30.90% 753520 0.88%
Year 34 90 778 050 - 50 778 050 1754279 - - - 1754279 2E 196 831 31.06% 753620 0.83%
Deigiral trost [Tras 1)
restructured for ssch
Year 35 z_"":::::‘f:“::‘:’:ﬁ 32099 742 45326721 77 428 463 1860950 - 18 870 754 - 0731714 4R 97E 545 63.19%| 19624684 75.35%
SSrAYINg apouUE rEmEng
Esnaficiary of Tnat 1
Year 36 32 654 153 45937354 E1 786 607 656 045 529239 B - 1587 253 50515 028 6177%| 189624684 73 99%
Year 37 33 560 903 52 822 476 B6 363 379 673512 1003 113 E - 1676 625 52 192 454 B0.47%| 19624 684 22.77%
Year 38 34 209 415 57 021 B63 51231 278 657 995 1082 861 - - 1770858 53963 313 5015%| 189624604 7151%
Year 39 34 788 309 &1 555 101 56 343 410 701 293 1168 948 E - 1870 241 55 533 554 57.05%| 18624 684 20.37%
Dmuth of surerang apoesa
(atand of year); Raraaning
Yemrgg [ - 91 253 437 g1 253 437 713 160 1 261 560 10450 074 - 12455114 6B 285 659 7483%| 30104759 32.99%
reirrens® in new trusts We
loesra
Year 41 - 58 50 085 58 508 055 - 1 570 655 - - 1870 695 70156 364 7122%| 30104759 30.56%
Year 42 - 106339476 | 106339478 - 2019 216 - - 2015 416 72 175 780 67.86%| 30104759 28.31%
Year 43 - 114753 466 | 114 793 466 - 2179859 - - 2175958 74 358 738 §476%| 30104759 76.23%
Yeor 44 - 123019547 | 123919547 - 2 353 266 - - 1333 266 76 712 005 61.00%| 30104759 24.20%
Year 45 - 133771151 133771151 - 7540351 - - 1540351 70 252 356 50.24%| 30104759 72.50%
Year 45 - 144 405957 | 144405 957 - 7 742 309 - - 2742 308 £1 994 655 55.76%| 30104 759 20.85%
Year 47 - 155866 231 | 155886231 - 7960322 - - 1960322 84954 957 54505 30104759 19.31%
Year 48 - 168 279 186 | 168 279 186 - 3 195 568 - - 3 195 665 8B 150 654 5236%| 30104 759 17.89%
Year 49 - 161657 382 | 181657 362 - 3449723 - - 3445 773 91 600 378 50.42%| 30104 759 16.57%
Turthar atruchunng fer Sed
Yeor S0 |panarstion ks of sll tnst - 154752 386 | 154 762 368 - 3723076 41 316 755 - 45040732 | 136641 108 BE.26%| 71421514 46.14%
[T i)
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9.24 Comparison 2 — Personal estate scenario summary

Table 29 — Comparison 2: Personal estate scenario summary

PERSOMNAL ESTATE - SUMMARY [Comparison 2)

VALUES PRESENTED IN CHARTS

A = Column H of
Personal estate:
Capital schedule

Income and
Income Tax

B =column L of | C=column A of | D = codumn A of

schedule

F : cumulative
value of E

H: curmulative valus

Year 0 — 10000 000 - - 0.00% 0.00%
Year 1 10 810000 150 000 150 000 150 000 1.76% 0.00%
Year 2 11 685 610 206 350 205 350 3595 350 3.38% 0.00%
Year 3 12 632 144 222027 222027 617 417 4.89% 0,003
Year 4 13 655 348 240011 240011 357 427 6.28% 0.00%
Year 5 14761431 255 452 209 452 1116 879 757% 0.00%
Year & 15 857 107 280 467 280 467 1357 346 B.76% 0.00%)
Year 7 17 249633 303 135 303 185 1700531 0.B6% 0.00%
Year 8 18 646 853 327 743 327743 2028 274 10.88% 0.00%
Year 9 20157 248 354 250 354 290 2 382 S 11.82% 0.00%
Year 10 21 7859935 332 938 382 988 2 765 552 12.65% 0.00%
Year 11 |moevent 23554574 414010 414010 3179562 13 508 0.00%
Year 12 20 452 927 447 545 447 545 3627 106 14.24% 0.00%
Year 13 27525424 483 796 433 756 4110 202 14.93% 0.00%
Year 14 29 754 984 522 983 522 983 4633 8BS 15.57% 0.00%
Year 15 32 165 137 565 345 Leh 345 5199230 16.16% 0.00%
Year 16 34770513 611 138 611138 5 810 367 16.71% 0.00%
Year 17 37 586925 B0 630 B60 640 6471007 17.22% 0,003
Year 18 40 631 466 714 152 714152 7185158 17.68% 0.00%
Year 19 43922615 771598 7715958 7957 157 18.12% 0.00%
Year 20 47 430 346 E34 530 834530 8791686 18.52% 0.00%)

Founder refines, tax rabs

resrmigins thes sames; Founder
Year 21 |and spouse start making 49 B26 254 bo2 127 b0z 127 9653 813 19.46% 0.00%

ash withdrawsls from

imezstrnent income
Year 22 52272181 546 6559 945 659 10640 512 20.36% 0.00%
Year 23 L4 820828 993 171 953171 11633 683 21.22% 0.00%
Year 24 L7 474791 1041 556 1041 556 12 675 279 22.05% 0.00%
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Table 29 (continued)

A = Column H of

Personal estate:
Capital schedule

B = column Lof | C=column A of | D= column A of

Income and

Income Tax

COther taxes -

CGT on transfer

schedule

schedule

Tawxes on death
schedule

F : oumulative
wvalue of E

H: cumulative valus
of C+D

Year 25 60 236533 1092021 - - 1092021 13 767 300 22.86% - 0.00%
Year 26 63 108 354 1144454 - - 1144454 145911 754 23.63% - 0.00%
Year 27 66091921 1155 450 - - 1155450 16111 284 24.38% - 0.00%
Year 28 65134933 1260 684 - - 1260 684 17 371 969 25.11% = 0.00%
Year 29 72388738 1323971 - - 1323971 18 655 540 25.83% = 0.00%
DvExth of founder (=2 &nd of
Year 30 (year) - bequesth assets to 61 763 201 1389352 - 13 320 800 15330152 34026 132 55.09% 13540 800 2257%
SUrviving spouss
Year 31 65 425 486 1170500 - - 1170500 35157 032 53.80% 13540 800 21.31%
Year 32 63297773 1246 538 - - 1246538 36443 570 52 55% 13940 300 20.12%
Year 33 73392273 1326129 - - 1326129 37 769 659 L1 46% 13540 300 18.99%
Year 34 721837 1405 967 - - 1409 967 39179 666 L0.41% 13540 300 17.94%
Year 35 [nNoevent 82 299996 1458 347 - - 1458 347 40678 013 49.43% 13540 800 16.54%
Year 36 87 135840 1582 737 - - 1592737 42 270 750 4E.51% 13540 300 16.00%
Year 37 92 256 414 1652 147 - - 1652147 43 962 856 47.65% 13540 800 15.11%
Year 38 97 665 551 1759 925 - - 1796 925 45759 21 46_85% 13940 300 14.27%
Year 39 103 383 522 1507 429 - - 1507 429 47 667 251 46.11% 13540 300 13 48%
Dvexth off sursiving spouse
Year 40 m:xmzx 71665512 2024951 - 37 Te2 652 39787 e02 B7 454 853 122 03% 51703 452 T2.15%
keep in own estate
Year 41 77555535 1276529 - - 1276529 BB 731382 114.41% 51703 452 66.67%
Year 42 83513188 1357 900 - - 1357 500 50 125 282 107 .41% 51703 452 61.62%
Year 43 50 776 814 1527 653 - - 1527 693 91656 974 100.97% 51703 452 56.96%
Year 44 031833331 1671 163 - - 1671163 93328137 95.05% 51703 452 52.66%
Year 45 106 177 358 1824 268 - - 1824 268 95152 406 B9.62% 51703 452 48.70%
Year 46 114 506 954 1933 134 - - 1538 154 57 140 585 54.61% 51703 452 45.04%
Year 47 124 123577 2184073 - - 2184073 99 304 662 B0.00% 51703 452 41.65%
Year 48 134175726 2 356 208 - - 2356208 101 650 870 75.76% 51703 452 38.53%
Year 49 145 035 405 2562 254 - - 2562 294 104 223 164 71.86% 51703 452 35 65%
Year B0 [ssie of all assets by children 142 813 620 2783735 13341551 - 16725 326 120348 490 £4.69% 65645 042 45.97%
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9.25 Comparison 2 — Trust scenario supporting schedules

Table 30 — Comparison 2 (Trust scenario): Trust 1 capital value

TRUST 1: CAPITAL
annual capital grow 10%

C =-{column L of
Trust 1: Income +

D = -[Total annual
withdrawals column

F : refer G for
explanation

A =column H of
previous year

B=Ax(1+01)

Income tax
schedule)

from Post-retirement

withdrawal schedule

YearD |Trsssterof sssets o Trust 1 10 000 000 10 000 000
Year 1 10 000 000 1000 000 1205 000] - 10 785 000 10755 000
Year 2 10795 000 1078 500 {221 298] - 11 653 203 11 653 203
Year 3 11 653 203 1165 320 {238 391) - 12 578 632 12 578 632
Year4 12 579 632 1257 863 {257 232) - 13 578 713 13578 713
Year 5 13 579 713 1357871 {278 384] - 14 658 300 14 658 300
Year & 14 659 300 1465 930 {300 516) - 15 £24 714 15824 714
Year 7 15 524 714 1582 471 {324 407) - 17 0B2 779 17 082 779
Year & 17 082 779 1708 278 (350 197) - 18 440 860 18 440 860
Year o 1E 440 860 1844086 {378 033) - 15 506 903 15 906 003
Year 10 15 006 508 1950 691 {408 092) - 21 459 508 21 4E5 508

(B e s’ efective tan
vear 11 [fpeieems At 21 289 508 2148951 {440 535 - 23 157924 23157024

wean
Year 12 23 197 924 2319792 (475 557) - 25 042 159 25 042 159
Year 13 35 042 150 7504 216 (513 364] - 27 033 010 27 033 010
Year 14 27 033 040 2703 301 (554 177) - 20 162 134 20182 134
Year 15 29 182 134 2918 213 {598 234] - 31502 114 31502 114
Year 16 31502 114 3150211 |645 793) - 34 006 532 34 006 532
Year 17 31 006 532 3 400 653 (687 134] - 36 710051 36 710 051
Year 18 36 710051 3671005 {752 536) B 38 628 501 38 626 501
Year 19 38 6528 501 3 962 850 {812 384] - 42 77E 966 42 77 066
Year 20 42 773 966 4277 897 |E76 969] - 16 179 594 26179 594

Founder retines, Las rale

remairs the same; Founder
Year 21 [snd spouse start making 45 179 Bo4 4617 989 {245 633) {1 500 0o0) 45 351 196 45 351196

caih withdrawals from bean

acoasnts (Trust 1)
Year 22 4% 351 196 4835 120 {291 200] |1 590 0o0) 50 605 116 50605 116
Year 23 50 605 116 5 060 512 {1037 405 {1 685 400) 52 842 523 52 942 523
Year 24 52 042 £23 5254 282 {1 085 323 {1786 524) 55 365 253 55 365 253
Year 25 55 365 253 5536525 {1134 083 |18093 715) 57 £73 075 57 873 075
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Table 30 (continued)

€ =-{column Lof D = -[Total annua

withdrawals column

A =column H of
PrEvious year

F : refer G for
explanation

Trust 1: Income +

B=Ax{1:0.1) E=A+B:C+D

Income tax from Post-retirement

schedule) withdrawal schedule]

57 073 075 5 767 308 {1186 368 {2007 338) 60 466 646 60 466 616
Year 27 60 466 646 £ (6 665 (1235 566) (2127 779) £3 145 966 63 145 966
Year 28 63 145 066 £ 314 597 (1294482 (2 255 445) 65 510 625 65 010 625
Year 29 65 910 625 £ 581 062 {1351 168) (2390 772) 68 750 747 68 750 747
Estabe duty i boan aooum
paid Prom cash esevees
Yamr3q |Pethoffounderfatund of 68 758 747 £ 575 975 (1409575) (2 534 218) 71691929 - |Peier Teuss 1, Fa and 20 71 681929
e thear Lames - Taceas an duath
schedhal, colesnn &, Y 30
Year31 71 691 029 7168 193 {1260 6E5) 11343 138) 76 048 301 76 D4E 301
Year3Z 75 048 301 7 604 830 {1558 060) (1423 724) B0 670 417 B0 670 417
Year33 B0 670 417 £ 067 042 (1653 744) {1500 147 85 574 568 85 574 568
Year34 15 574 568 § 557 457 (1754279) {1 500 686) 50 776 050 90 776 050
Original st fTrus 1)
[l a—— Restructuring of Truse 1 1o
Year35 :"_’:‘;‘T'_‘::::;: 90 775 050 % 077 805 (1860950 {1635 678) 56 299 227 64 198 455] ;__'ﬂ::: :::::-:T:u 32 095 742
TUrViEIng IO P 1 capital 1o childeen
barerfcdary of Trust 1
Year36 32 099 742 3200674 (656 045) {1797 419) 32654 253 31 654 253
Year37 32 854 253 3265425 (673512 {1605 264) 33 560903 33 560 903
Year 38 33 560 903 3 356 090 {657 984) {2 019 580) 34 205 415 34 200 415
Year39 34 208 415 3420801 [701 283) {2140 754) 34 718 309 34 78E 309
Cwarth of suryring spows
|82 ered of ymarl; Remainirg
Yemr Al [ T 34 728 300 3478831 [713 160 {2 260 200) 35 284 780 [35 284 78O m:;:"‘ st ;
N maw tnuats via
= 5
Yeardl - - - - - -
Yemr 42 - - - - - -
Year 43 - - - - - -
Year 44 - - - - - -
Year 45 : - : - - -
Year 46 - - - - - -
Year 47 - - - - - -
Year 48 - - - - - -
Year 49 - - - - - -
Furthar restrustunng e 3rd
Year 50 |mnerston fsle of all trst - - - - - -
amata)
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Table 31 — Comparison 2: (Trust scenario): Trust 2a and 2b combined capital value

TRUST 2A and 2B COMBINED CAPITAL: (2 beneficiaries in each trust: 2 parents, 2 children)
Anmual capital growth: 10%

= -{column L of Trust

E - refer F for

explanation

& =column & of i
2a and 2b income + tan

DrEVIDLS year

schedule)

Year @ |Transfer of ssets to Trst 1

Year 1 - - - -

Year 2 - - - -

Year3 - - - -

Yeard - - - -

Year 5 - - - -
Year 6 - - - -
Year 7 - - - -

Year B - - - -

Year 9 - - - -
Year 10 - - - -
Banedcianm’ efective ta
ritm ircreases (Tt 1) -

Yearill wdjurment Sora e & - - - -

ymara
Year 12 - - - -
Year 13 - - - -
Year 14 - - - -
Year 15 - - - -
Year 16 - - - -
Year 17 - - - -
Year 18 - - - -
Year 19 - - - -
Year 20 - - - -

Founder retinm, tax rebs
rerrairs B sarra: Foundar
Year 21 |end spoune start making - - - -
cash withdrawmals from loan
wcrounts (Tt 1)

Yemr 22 - - - -
Year 23 - - - -
Year 24 - - - -
Year 25 - - - -
Year 26 - - - -
Year 27 - - - -
Yenr 2B - - - -

Yenr 20 - - - -

Caath of foundar jstend of
Year 30 ! - - - - |

ymar]
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Table 31 (continued)

TRUST 24 and 2B COMBINED CAPITAL: (2 beneficiaries in each trust: 2 parents, 2 children)
Annual capital growth: 1%

C = -{column L of Trust
2a and 2b income + tax

E : refer F for

explanation

& = column G of

B=Ax[l+0.1)

previous year .
schedule)

Year 31 - - - - -
Year 32 - - - - -
Year 33 - - - - -
Year 34 - - - - -
Oiriginal traf (Toud 1) CET due g recces
rmtructured for sech intital -mn. mﬂ'ﬂ-
separats barmficiary [Trat X _
Year 35 [ - - - - (18 870 764) ?D:mslsi zuaruzh.mum:sw 45328721
surviving spowae reman R
anaficiary of Trut 1 EE}
Year 36 45328 721 4532872 020 230) 48932 354 48 932 354
Year 37 48932354 4 593 235 (1003 113) 52 BX2476 52822476
Yaar 38 52 B22 476 5 282 24E [1 082 BE1) 57 021 863 57 021 863
Year 39 57 021 853 5702 186 [1 158 34E) &1 555 101 61 555 101
Remainder of capital from Tnest 1 LESS
Bnanch of manalofng spocies o CI5T dus on distrisasion
wnd of year; Remaining Copifteit: Resfer Trust 1: Capital schedule,
capital in Trunt 1 Sistributed
Year 40 o chlld i 61 555101 6155510 [1 261 BE0) 66 448731 24 5804 705 |oolumn F_: ¥ram 91 253 437
A ——— LESS COT: Refer Trusfs £ Zn and 20
\zara ‘Other tawes - DET on irapsfer schedule,
column A, Yr a0
Year 41 91 253 437 9 125 344 [1 870 695] 58 508 085 93 508 085
Year 42 GE S0E 085 9 50 809 [2 015 316) 106 338476 106 339478
Year 43 106 330 47E 10633 948 [2 170 958 114793 466 114 783 466
Year 44 114793 456 11475347 [2 353 266 123919547 123 919547
Year 45 123 918547 12 391 955 [2 540 351) 133 771 151 133 771 151
Year 46 133771151 13 377 115 [2 742 309) 144 405957 142 405857
Year 47 144 405 957 14 440 596 [2 960 322) 155 886 231 155 886 231
Year 48 155 BEE 231 15 586 623 [3 195 658 168 270 186 165 279 186
Year 40 16E 270 186 16 827 910 [3 440 723) 1E1 657 382 181 657 382
Al assets m esch trust sold o form
o ni=w frust structures.
Further restructuring For 3nd S
Year 50  |persmwtion (sals of sl truat 1E1 657 382 18 165738 [3 723 976) 156 099 143 (136 095 143) d ms:: :xm (=2 154 TE2 368
' remaining weakh bz OFT effect of
resruchuring
CIET due on 2nd restructuring reduces
remaining investment armouant
154 7E2 388 - - 154 782 386 [41 316 755)| Refeer Trusts 1, Zm an 2h: Other tames - 154 7E2 368
LT on transher schedule, column A, Tr
30
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Table 32 — Comparison 2 (Trust scenario): Trust 1 income and income tax (excluding CGT)

TRUST 1: INCOME AMD INCOME TAX IEJ“:I CGT] Refer Methodology section for assumptions wsed with respect to effective income tax rates used in table below cohumin C of

D:41% I:

F G:d1% 1:41%
A =Column & of [tamed in X . ¥ri-3:=B/2 R
Wrl-30: =B/4 | ft=xedintrust ° trust
Trust 1: Capita trust £2 [ frmedin tru Wr31-35.=Ba | S0 M =L/ B) %
rdless of ¥r3l-35:=8/3| regardlessof a3 regardiess of
mERrHes ¥r35-40:=B | distribution) & distribugion)
distriburtion) fr 36+:=0

Founder Spouse Children [x Z)}

¥aord |rrencerof msst sz Trus 1
Year 1 10 000 000 500 000 125 000 410 51250 125 000 4105 51 250 250 000 A10F 102 500 205 000 A1.0F
Year 2 10795 000 538 750 134938 £1.0% 55324 134938 4108 55 324 260 575 4105 110 643 271 298 4105
Year 3 11653 203 582 660 145 665 A10% 59723 145 665 41.0% 59723 291 330 4105 119445 238 B9l 4105
Year 4 12 579 632 625 952 157 245 £1.0% 54471 157 245 4105 64471 314 291 A10F 125941 257 BE2 A1.0F
Year 5 13579 713 675 985 168 745 £10% EED 169 746 41.0% 69 596 339 £33 4105 1391972 278384 4105
Year 6 14 659 300 732 965 183 241 21 0% 75129 183 241 4105 75 129 356 483 4105 150 258 300 516 4105
Year 7 15824 714 791235 197 509 £10% 51102 197 509 41.0% Bl 102 395 618 4105 162 203 324 407 4105
Year 8 17 082 779 B54 139 213 535 £1.0% 57549 213535 4105 B7 549 427 065 A10F 175 028 350 197 A1.0F
Year 3 18 240 B6D 522043 230 511 £10% o4 509 230511 41.0% o4 509 451 022 4105 169 013 378 038 4105
Year 10 19 306 908 095 345 245 836 £1.0% 102 023 248 836 4105 102 023 497 673 4105 204 046 A0E 092 4105
Year 11 :_m'“‘-'wf:."‘.’_"ﬂ, 21459 508 1074475 268 619 210% 110134 265 619 4108 110 134 537 238 4105 220267 440 535 4105
Year 12 23197 524 1155 296 280 974 £10% 118 589 259974 41088 118 B39 579 845 A10F 237773 475 557 4105
Year 13 25042 150 1252 108 313 027 21.0% 128 341 313027 4108 128 341 626 054 4105 256 652 513 354 4105
Year 14 27033 010 1351651 337913 £10% 138 544 337913 41.0% 138 544 675 825 4105 277 088 554 177 4105
Year 15 29182 134 1450 107 364 777 A10% 140 558 364 777 41.0% 149 558 7249 553 4105 200117 508 234 4105
Year 16 31502 114 1575 106 393776 £10% 161 448 393 776 41.0% 161 448 787 553 4105 322 897 645 793 4105
Year 17 34 006 532 1700327 475 082 £1.0% 174 283 425 082 4105 174 283 50 163 A10F 345 567 697 134 A1.0F
Year 18 36 710 051 1635503 458 B76 21 0% 188 139 458 876 4105 188 139 517 751 A1.0% 376278 752 556 4105
Year 13 39 628 501 1081 425 205 356 £1.0% 203 096 295 356 4105 203 096 oo 713 A10F 406 192 812 334 A1.0F
Year 20 42 778 966 2135948 534737 21.0% 219 242 534737 4108 219 242 1069 474 4105 435 454 876 953 4105

Fsurder reSray tas ruis

remisn He s Fourd e
Year 21 [aed spoves start raising 46179 594 2308995 577 249 210% 236672 577 249 4108 236672 1154 497 4105 473344 345 638 4105

cmh wittdrewsls trom losr

mecmorfy [Tras 1j
Year 22 4% 351 196 2417 560 60 300 A10% 247 500 504 350 4108 247 BOD 1 208 780 4105 405 600 991 200 4105
Year 23 50 605 116 2530256 632 56 £1.0% 258351 632 564 4105 253 351 1265 126 A10F 518 702 1037 405 A1.0F
Year 24 52942 E23 2647141 661 785 £10% 271332 661 785 41.0% 271332 13235711 4105 542 654 1085 328 4105
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Table 32 (continued)

D:41% 1:

F G:d41% 1:&1%
A =Column A of [tawed in , § . Yril-3:-=B,2 .
) Wrl-30: =B/4 | (=medintrust [taxed in trust .
Trust 1: Capital I trust ¥r3l-35:=E6= M=[L/B)%
¥r31-35:=68/3| regandlessof regardiess of
schedule regardless of ¥r 35 -40: = B distribution] 23 distribui
Gistrinution) r ' ) fr 36+:=0 isnbusian)

Annusl taxable income generated- Founder Spouse Children [x 2]

55 355 253 2 76E 263 692 D66 ] 692 D66 1384131 [ 567 494 I
Year 26 57 873075 2 E93 654 723213 41100 296 600 723413 410% 206 B0 1446 827 410 503 190 1186 398 41107
Year 27 60 256 646 3023332 755 833 410 300 892 755 833 41.0°% 309 B2 1 511 666 4105 510 783 1239 566 41.0%
Year 28 63 145 066 3157 298 780 325 4110 323623 780 325 410% 323 63 1 578 629 4105 547 246 1204 492 4107
Year 20 65 010 625 3295531 823 BE3 4100 337 792 823 BE3 41.0% 337 1 1 647 766 4105 575 584 1351 168 A41.0%
Year 30 :‘:“"""“"“"“" 68750 747 3437987 850 457 410% 352394 558 4587 4108 352 394 1718994 410% 704 757 1409 575 4105
Year 31 71691528 3 584596 - - - 1194 865 41.0°% 453 Ba5 2389731 4105 079 790 1 469 685 41.0°%
Year 32 76 048 301 3 E02 415 - - - 1267 472 410% 519 653 2534043 4105 1039327 1558 990 4107
Year 33 BOD 670417 4033521 - - - 1344 507 41.0°% 551 248 I 623 014 4105 1102 206 1653 744 41.0%
Year 34 BS 574 568 4376728 - - - 1426243 41.0°% 584 760 2§52 486 4105 1169519 1754 279 41.0%

Drigirad Sruot [Trues 1)

reatructured for ssch
Yenr35 [MFems semstcary st 50 778 050 4536503 - - - 1512 968 4107 620317 3025 835 4108 1240633 1 B50 950 410

In e Zh - ot wnd of year:
Surdving 1pouns remsina
tanaficiery of Tnust 1

Year 36 32099742 1 G4 957 - - - 1 604 987 41.0% 658 45 = - - 658 D45 4107
Year 37 32 854 253 1642713 - - - 1642713 41.0% 673 512 = - - 673 512 4107
Yeor 38 33 560 503 1676 045 - - - 1678 5 41.0% 687 929 = - - 687 999 41.0%
Year 39 31209415 1710471 - - - 1710471 41.0% 701293 = - - 701 293 4107
Daatt af surehing spouss

|t wrd ot psar; Barraniriing

¥ear4g |2e0M b TmeLomnbesl 32722309 1735415 - - - 1739415 4108 713 160 - - - 713 160 4105
redrremi® In raew trurts e
loara

Year 41 - - - - - = - - = - - = =

Year 42 - - - - - = - - = - - = =
Year 43 - - - - - - - - - - - - -
Year 44 - - - - - = - - = - - = =
Year 45 - - - - - = - - = - - = =
Year 46 - - - - - - - - - - - - -
Year 47 - - - - - = - - = - - = =
Year 48 - - - - - = - - = - - = =
Year 49 - - - - - - - - - - - - -

Furthar restructuring for
Year 50 |3rd pescstion (s of sl - - - - - - - - - - - - -

trurt masty

197



TRUSTS 2a and Zb: INCOME AND INCOME TAX [excl CGT) Refer Methodology section for assumptions used with respect to eMective income tax rates used in table below

Year o

Table 33 — Comparison 2 (Trust scenario): Trust 2a and 2b combined income and income tax (excluding CGT)

Columan L walus
transferned to
codumn C of

combined:

Capitai schedule

& =Column & of DA% —— oAt
Trust 2 and b . (tmwed in - . I: . ;1. st
pE— 8sAe008 : erust [taned in trust pragopogyy| |Eerdinin M= (LIB)%

¥ris-30:=B/4 regarciiess of

distrioution)

regardiess of

Cagits ERres
—— distribution]

schedule

regardiess of
distribution]

Annual taxable income gererated: Founders [x2] Spouse [x2) Children (2 x2 =4

Traroder of mssrty i Trust L

Year 1

Year 2

Year 3

Yiemr &

Year 5

Year &

Year 7

Year 8

Year 3

Year 10

Year1l

Year 12

Year 13

Year 14

Year 15

Year 16

Year 17

Year 18

Year 13

Year 20

Year 21

Founcher ruties, tan et
remsin the s Founder
| spouss riart making - - - - - - - - - - - = -
cast withdruwads From loan
mcrourty [Tnat 1)

Year 22

Year 23

Year 24
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Table 33 (continued)

& =Columm & of D:ai% P Joass
Trust 2s snd 2b - (taxed in . T + I: " u szt
coemDinad: ) trust {taned in trust Yr3s-s0:=8/2 [Fmwed in s M=(L/B)%
- ¥ris-3=Bfa S regardiess of regardiess of :
Capits regardiess I .
=TT distribution| distribution]
schedule diistribution]

Annual taxable income generated: Spouse [xZ} Children [2x2=4)

Year 25 - - - - - - - - - - - - -

Vear 25 - - - - - - - - - - - = -

Year 27 - - - - - - - - - - - - -
Year 28 - - - - - - - - - - - = -

Year2s - - - - - - - - - - - - -

Dt of Sourder (w2 snd of
Year 30 ]

Vear 31 - - - - - - - - - - - - -
Wear 32 - - - - - - - - - - - = -
Vear 33 - - - - - - - - - - - = -
Wear 34 - - - - - - - - - - - = -

Year 35 - - - - - - - - - - - - -

ear35 43 328 721 2286 238 365 605 aL0% 32310 365 603 aL0% 232310 1izazis 210% 254515 525 235 aL0%
Year3z 4z 532 334 zas e Ei134 aLh 50778 Ei1g32 210 50778 1223308 210% 501557 1003113 aL0%
Vear3g 32 B22 476 2541124 £e0 251 aLh 70715 £e0 281 L% 70715 1320362 210% 541230 1082 561 aL0%
Vear3s 37 0zt 263 2z51083 712773 aLh 32237 712773 a0 282237 Lazamaz 210% 583274 11s8 588 aL0%
e th of Jurvwing mpowne
i we ot yuact; Paemiing
vearag [Ton TR AR g mmany 3077 733 763 433 aLo% 215 470 763 433 21.0% 315 470 1338578 21.0% £30 340 1261 280 a1o%
reirenrt in reew truris vis
oy
ear 41 51233 237 1352672 1iacees aLh 257674 Lianees a0 257574 251338 210% 535 348 1870885 aL0%
Vear 4z 5= 202 02 43523 204 123135 aLh 04834 1731331 2105 04254 2452 02 s1o%|  1oosTos zms 216 aL0%
Veard3 106 335 472 3315574 1325283 aLh 24530 1323283 a0 23530 z %8 as7 z1o%]  1oessen z 173558 aL0%
Weard4d 112733 266 3738 673 L1a3sis AL 528317 ta3zsiz aL0% 588 317 z 288 237 s1o%|  1ivesas 353 266 aL0%
Vear s 123 515 247 EFEEEE Tsazsea aios 535 0ae T3azsse Lo 535 oae 3 0e7 sen iioh|  1zmoans FETE aL0%
ear 45 133 771 131 & 55E 558 1672 13 aLnh 585 577 LeTziss 210 585 577 3323275 sio%| 1371154 z 74z 308 aL0%
Veard47 144 203 337 7220258 1E03 074 aLh 70 0EL Le0a 072 a0 740 &L 3e101a8 s T 960322 aL0%
Vear 4% 137 226 231 T7sa31z 1saz a7 aLh 728 817 1sazsrs a0 788 517 3Es7 %8 z1o%|  1saresa 3185 668 aL0%
Yeard43 165 275 126 413533 2103450 aLh 62 a3t z 103450 L% 62431 2208 520 z1o%|  17zasez zassTa3 aL0%
Tt heer e mrumoring far
¥earSO |t gessrwton fmie ctad | 151 637 352 s o5z 253 2270717 avn% 530 534 2270717 a1.0% 330534 2341435 s1o%|  1ssises 3723576 a10%
[—
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Table 34 — Comparison 2 (Trust scenario): Other taxes — CGT on transfers and disposals

TRUST 1, 2a and 2b: OTHER TAXES (CGT and Estate duty) - CGT on transfers and disposals
Annual exemption and inclusion %: Trust: - BO%
Annual exemption and inclusion %: Individual: 40 00D 40%

F=04
{Individual) /
0.8 [Trust)

AzBxGxFx(C-D-
E}

C:refer H D: refer H G:refer H

- CGT on transfer of assets to Trust 1.
- Base cost and Proceeds a5 per starting parameter assumptions
¥Year 0 |Transter of assets to Trust 1 753 920 1 10 000 DO S 000 00D 40000 40.0% 38.0% |- Income tax rate equals assumption for incomie tax of founder ot
start of trust.
- Inclusion rote: individwel
- CET on distribution of 2/3rds of Trust 1 mssets to 2 children (1,3
Original rust [Trust 1) each| to set up own trusts (Trusts 2= and 2b).
restruchared for sach - Base cost equals 1/3 of initizl funding in Year 0.
Year 35 separate beneficiary [Trust 18 870 764 2 37 099 742 3333333 _ 20.0% a1 P‘rl.::udsequals half of trust capital distributed per Trust 1:-
m mnd 2b) - at emd of year; Capitsl schedule. column F, ¥r 35
Surviving spouse remainz - Aszume maximum income tEx rate due to additional tasxzble
beneficiary of Trust 1 income.
- Inclusion rote: Trust
- CGT on distribution of remainder of Trust 1 assets to 2 children
. [1/2 each) to be sold to trusts [Trusts 2a and 2b).
= Mmspu!uie - Base cost equals 1/3 of initizl funding in Year 0 divided by 2 {per
|at fnd.ulmr];nn.:m?mng child).
Year 40 :P:ilt;: mil 1 ::1:“&“ 10480 074 2 17 642 390 1 866 667 - E0.0% 41 0% |- P‘rl.::uds equals half of trust capital distributed per Trust 1-
I — Capital schedule, column F, ¥r 40
Moans - Assume maximum income t3x rate due to additionzl taxzble
income.
- Inclusion rote: Trust
- CGT on distribution of all trust assets in Trust 2a and 2b for
restructuring of trusts.
- Base cost equals initial funding into Trusts 22 and 2bin year 36
ples additional funding transferred in year 40 divided by 8
beneficiaries (2 families of 4 prople each]:
[Further restructuring for 3rd add value in Trust 23 snd 2b: Capital schedule, column &, ¥r 35
Year 50 |generation [sale of a8l trust 41 316 755 B 24 512 3893 8 766 678 - B0.0% 41.0% |and valwe in Trust 2a and Xb: Capital schedule, column E, ¥r&0;
assets) divide sum by B
- Proceeds equals Trust 23 and ¥h: Capital schedule, column D, ¥r
50 divided by B
- Aszume maximum income tEx rate due to additional tasxzble
income.
- Inclusion rote: Trust
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Table 35 — Comparison 2 (Trust scenario): Other taxes — Taxes on death
TRUST 1, 2a and 2b: OTHER TAXES (CGT and Estate duty) - Taxes on death

Death of founder [t emd of

5 4A abatement and estate duty %:

[ B-FxG | CoreferH | Doreferd | E=6000000 | F-Cc.D.E | G=-02 | H |

Estate duty on loan scoount to Trust 1

Deathy of founder [at end of

Year 30 year] - - 4671517 - (4671517 20.0% |- Refer Trust 1: loan accounts {founder]
schedule, Column F, ¥r 30

Deatty of surviving spouse

[t end of year]; Remaining

capital in Trust 1 distributed Mo estzte duty on loan sccount to Trust 1 [no
Year 40 (. i beneticeries wha - - - - - 20.0%| | ccount left)

reirnest in new trusts vis

losins

Annual exemption and inclusion %: 300 000 A0%

l=)xOxNx{K-L{
M

1: refer P K: refer P

L: refer P

M = 300000

O: refer P

Mo CGT on loan acoount [donctic mortis cousa
or base cost = procesds)

to child beneficiaries who
reirnest in new trusts vis
loans

Year 30 year] = Payment of estate duty from trust asset also
sssumed to be from cash reserves therefore no
additional CGT due to dispesal

Deatty of surviving spouse
(st &nd of year]; REmsining
Year 40 capital in Trust 1 distributed _ Mo CET on loan acoount

(o loan socount amournt left)
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Table 36 — Comparison 2 (Trust scenario): Trust 1 loan account — founder

TRUST 1: LOAN ACCOUNT: Founder

annual donation free of donations tax: LD D0

D = Founder's annual
withdrawals from Post-
retirement withdrawal
schedule

B = Column C of
Trust 1: Income
and income tax
schedule

= Column E of

G: refer H Trust 1: Capital
scheduls

C = Columin E of
Trust 1- Income and
income tax schedule

F=A+B+C+D+
E

& =column F of
previous year

Year @ |Trasfer of aasets 1o Trast 1 10 000 000 10 000 000 100%
Year 1 10 D00 DD 125 000 [51 250) - (100 DDO) 95973750 10 795 000 az%
Year 2 9 973 750 134 938 [55 324) - [ 100 000) 9953 363 11 653 203 B
Year 3 0953 363 145 665 [59 723) - [ 100 000) 9 939 305 12 579 632 7o
Yeard 0 930 305 157 245 [64 471) - [ 100 000) 9 932 OBD 13 579 713 735
Year 5 0 932 080 168 745 (69 526) - [ 100 000) 9932 231 14 559 300 6B
Year 6 9932 231 183 241 [75 129) - [ 100 000) 9540343 15 524 714 635
Year 7 0 920 343 197 809 [B1 102) - [ 100 000) 9 957 050 17 082 779 5B
Year B 9 957 050 213 535 [B7 549) - [ 100 000) 9 B3 036 1E 440 850 545
Year g 0 9583 036 230511 (94 509) - [ 100 000) 10019 037 1% 006 908 505
Year 10 10019037 245 836 (102 023) - [ 100 000) 10 065 551 21 480 508 A7%)

Berefidares’ efledie tax
rate increase [Trum 1) -

Year 11 et g prt 10065 E51 268 619 1110 134) - (100 000) 10 124 336 23 197 924 A4%
e
Year 12 10 124 336 280 974 {118 £89) - [ 100 000) 10 195 420 25042 159 41%
Year 13 10195 420 313 027 1128 341) - (100 000) 10 280 106 27033 010 3E8%
Year 14 10 280 106 337 913 138 544) - (100 000) 10 379475 29182 134 36%
Year 15 10379 475 364 777 149 558) - (100 000) 10 494 693 31 502 114 33%
Year 16 10 494 693 393 776 161 448) - (100 000) 10 627 021 34 006 532 31%
Year 17 10627 021 425 082 1174 283) - (100 000) 10 777 B19 36 710 051 20%
Year 18 10 777 E19 458 876 188 139) - (100 000) 10 948 556 3% 628 501 2E%
Year 19 10548 556 495 356 (203 098] - (100 000) 11 120 816 42 778 966 26%
Year 20 11 140 E16 534 737 1219 242) - (100 000) 11 356311 46 179 894 25%

Founder retines, s rate
remaina the same; Founde:
Year 21 |asdspouse start making 11356 311 577 249 1236 672) (750 00| (100 Do) 10 B46 BBE 48 351 196 7%
ity il Nroen loan
woceants (Trust 1)

Year 22 10 B46 EEE 604 390 247 B00) (795 D00) (100 D00) 1D 308 478 30 605 116 20%,
Year 23 10 308 478 632 564 259 351) (842 700] (100 D0O) 9 T3E 950 52942 823 15%
Tear 24 9 738 990 661 785 (271 332) 893 262) (100 D00) 9136 182 33 365 253 17%
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Table 36 (continued)

Annual donation free of donations tax:

B = Column C of D' = Founder's annua

| = Column E of
Trust 1: Capital
schedule

C =Column E of

A = column F of F=z=A+B+C+D+

ithdrawsals fro
WIT‘ s iram G: refer H

previous year and income tax retirement withdrawal

income tax schedule

scheduls scheduls

Year 25 9136 182 692 066 283 747) (546 B58) (100 D00y 8457643 S7E73073 15%
Year 26 5 457 643 723 413 (256 600) |1 003 665) [ 100 0Dy 7 820 7EB G0 466 646 13%
Year 27 7 E20 7EE 755 833 {308 B92) |1 063 BE5) [100 000y 7 102 840 63 145 966 11%
Year 28 7 102 540 THS 325 {323 623) {1127 723) [ 100 0Dy 6 340 813 63510 625 10%
Year 29 6 340 515 B23 BE3 {337 792) |1 155 386) [ 100 000y 5531523 GE 758 747 B%

Dawth of foundar F o by khs
Year 30 e 5531523 §59 457 352 384) (1 267 108) (100 000} 4671517 (4 671 507)| oo DequeRtioion

v ¥| acoount to Tnst 1 Tige1929 T

Year 31 - - - - - -
Year 32 - - - - - -
Year 33 - - - - - -
Year 34 - - - - - -

Origiral bt [Trast 1)
restruchaed for sach
aeparabs b Sciary [Trsl
Year 35 2 and h| - wtand of year;
Suretdng apouss remaim
banediciary of Trnt 1

Year 36 - - - - - _
Year 37 - - - - - -
Yeor 38 - - - - - -
Year 39 - - - - - -

Deash of surerying 1pouse [at|
are of ywarl; Baranng

capital in Trun® 1 dintrisuted
Year 40 - - - - - -

o child bereticaries who
reimreest in new buots wa

Year 41 - - - - - -
Year 42 - - - - - _
Year 43 - - - - - -
Year 44 - - - - - -
Year 45 - - - - - -
Year 46 - - - - - -
Year 47 - - - - - -
Year 48 - - - - - -
Year 49 - - - - - -

Furthar reatructuring for Sed
Year 50 |peneration (sle of al s - - - - - .
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Table 37 — Comparison 2 (Trust scenario): Trust 1 loan account — spouse

TRUST 1: LOAN ACCOUNT: Spouse

B=cColumn Fof | C=Column H of D = Spouse’s annual
Trust 1: Income  [Trust 1: Income and |withdrawals from Post-
and income tax income tay retirement withdrawal
schedule schedule

| = Columin E of

Trust 1: Capital
schedule

A = column F of
previous year

F=A+B+C+D+E G: refer H

Yoor 0  |Trascber of aisets 1o Trot 1 - 10 Q00 D00 0%
Year 1 - 125 000 (51 250) - (73 750) - 10795 D00 0%
Year 2 - 134 938 [55 324) - (79 613) - 11653 203 0%
Year 3 - 145 665 {59 723) - [B5042) - 12579 632 0%
Year 4 - 157 245 (54 471) - {92 775) - 13579713 0%
Year 5 - 160 745 (59 595) - {100 DDO) 150 14 659 300 0%
Year 6 150 183 241 [75 129) - (100 000) B 263 15824 714 0%
Year 7 B 263 197 309 [B1 102) - (100 000) 24 570 17 082 778 0%
Year B 24 570 213 535 [B7 549) - (200 000 50 555 18 440 B&D 0%
Year 9 50 955 230 511 (94 509) - (100 000) B85 957 19 906 SOE 0%
Year 10 85 957 248 836 (102 023) - (100 000) 133 770 21 439 S0E 1%
Benefiarie’ oflothe taa
Year 11 E:’::::":_':E 133 770 268 619 {110 134) - {100 DDO) 1932 755 23197 924 1%
Fal i}
Year 12 192 255 280 974 {118 889) - (200 000 263 340 25 042 159 1%
Year 13 263 340 313 027 (128 341) - (100 000) JE 026 27 033 010 1%
Year 14 348 026 337 913 138 544) - (100 000) 447 354 29182 134 X%
Year 15 447 384 364 777 149 558 - (200 000) 562 613 31502 114 X%
Year 16 562 613 303 776 (161 448) - (100 000) 694 941 34006 532 X%
Year 17 84541 425 082 (174 283) - (100 000) BA5 7309 356710051 X%
Year 1B BAST7IS 458 876 188 139) - (200 000) 1016 476 39628 501 3%
Year 19 1016 476 4085 356 (203 098 - (100 000) 1 208 736 42 778 966 3%
Year 20 1 0B 736 534 737 219 242) - (100 000) 1424231 45179 B84 3%
Founder retine, tax rale
remaina the same; foonde:
Year 21 |asd ssouse start srabing 1424 231 577 249 1236 672) (7540 DD} (100 000) 914 BO7 48351 156 X%
e il tbrarews Troen loan
oot [Trust 1)
Year 22 914 BOT 504 380 {247 80| (785 o) {100 DDO) 376 397 50 605 116 1%
Year 23 376 357 632 564 (259 351) (842 7o0) - - 52942 B23 0%
Year 24 - 661 785 (271 332) (893 262) - - 53 365 253 0%
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Table 37 (continued)

B = Column F of
A=column Fof | Trustl: Income
previous year and income tax

schedule

I = Columin E of

Trust 1: Capital
schedule

F=A+B+C+D+E

income tax
schedule

-

Year 25 692 066 (283 747) (245 B5E) 57 873075 0%
Year 26 - 723 413 l:.Egﬁ Eﬂﬂ‘] (1003 EEB:I - - 60 466 616 0%
Year 27 - 755 833 309 892) (1 D63 BEO) - - 63 145 966 0%
Year 28 - 789 325 (323 623) (1127 723) - - 65910 625 0%
Year 29 - 523 883 (337 792 [1 195 386) - - 58 759 747 %
Year3g oS - 859 497 {352 394) (1 267 109) - - 71691929 0
Year 31 - 1 194 B65 489 835] [1 343 136) - - 76 048 301 0%
Year 32 - 1267 472 (519 663] (1423 724) - - B0 G670 417 0%
Year 33 - 1 344 507 (551 248]) [1 509 147) - - 835 574 568 0%
Year 34 - 1426243 584 760] [1 599 696) - - 90 778 050 0%
Original trust [Troma 1)
restrurtured for sach
Feiary [Trust - ,
Year 35 i el 30 - et et e - 1512 968 (620 317) [1 695 678) - - 96 299 227 0%
orviving s romain
besseficiary of Trest 1
Year 36 - 1 604 587 658 045] [1 797 419) - - 32 854 253 0%
Year 37 - 1642 713 (673 512 [1 D05 264) - - 33 560 503 0%
Year 38 - 1678045 587 9949 (2 D19 580) - - 34 209 415 0%
Year 35 - 1710471 (701 293) (2 140 754) - - 34 788 309 0%
[ERTRE P p—
und of yasr]; Ramainieg Speouse bequasths
capital i Trust 1 disteibuted - , -
bl s — - 1738415 {713 150) (2 269 2D0) - - - Ioar account to Trust 35284 TED 0%
it i new Erusts s b
lsara
Year 41 - - - - - -
Year 42 - - - - - -
Year 43 - - - - - -
Year 44 - - - - - -
Year 45 - B . B . -
Year 46 B B B B - R
Year 47 - - - - - -
Year 48 - B . B . -
Year 49 - - - - - -
Forthes restroctusing lor s
Year 50 jon |se of il bt - - - - - -
Juats)
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Table 38 — Comparison 2 (Trust scenario): Trust summary calculated using capital year-end values BEFORE year-end adjustments

TRUSTS - SUPMMARY using capital year-end values BEFORE year-end adjustments)

E = column L of | F = column & of | G = column & of

Trust 23 and 2b: | Trusts 1, 2a and | Trusts 1, 28 and
Income and | 2b: Other taxes -| 2b: Other tawes -
ncome Tax | OGT on transfer | Taxes on death

schadule schedule schedule

D = column L of
Trust 1: Income
and Income Tax
schedule

K- cumulative
value of F+ G

| - cumulative
walue of H

YearQ |Trasafer of sisets o Trat 1 100 OO DO - 100 DO DO - - 753 920 - 753920 733920 7.54% 733920 7.54%
Year 1 10 795 000 - 10 795 000 205 D00 - - - 205 000 95E 920 #3.EEM 733 920 6.08%
Year 2 11653 203 - 11 653 203 221 258 - - - 221 298 1180 218 10:13% 733 920 5.47%
Year 3 12 579 632 - 12 579 632 238 B9l - - - 238 91 1415 108 11 28% 753 920 5.00%
Year 4 13579713 - 13579713 257 BE2 - - - 157 BB2 1676 991 12 35% 733 920 5.55%
Year 5 14 653 300 - 14 659 300 I7E 364 - - - 178384 1955 375 13.34% 733 920 5.14%
Year 6 15824714 - 15824714 300 516 - - - 300516 2 255 90 14 26% 753 920 4.76%
Year 7 17 082 779 - 17 082 779 324 407 - - - 324407 2 580 297 15.10% 753 920 4.41%
Year B 18 440 350 - 18 440 850 350 157 - - - 350197 2 930 404 15.89% 733 920 4.09%
Year 9 19 904G 908 - 19 506 508 I7E03E - - - 378038 3 308 532 16.62% 753 920 3.70%
Tear 10 21 439 508 - 21 439 508 40E 032 - - - 408092 3 716 623 17_30% 753 920 351%

Benefidarde’ eflectie tax
rate iscrmase [T 1) -

Year 11 et e e 23197924 - 23 197 524 440 535 - - - 440535 4157 158 17.92% 733920 325%
i
Year 12 25042159 - 25042 159 475 357 - - - 473 357 4 632 716 18.50% 7533 920 3.01%
Tear 13 27 033 010 - 27 033 010 513 364 - - - 513 364 5 146 080 19.04% 733 920 2.70%
Year 14 29182134 - 29 182 134 354 177 - - - 354 177 5 700 257 19.53% 753 920 2 58%
Year 15 313502114 - 31502 114 S9E 234 - - - 508 234 6 208 490 19.99% 7533 920 2.39%
Tear 16 34 006 532 - 34 D06 532 6545 753 - - - 645 793 5944 284 20.42% 733 920 2.22%
Year 17 36 710051 - 36 710 051 657 134 - - - 697 134 7 641 418 20.82% 753 920 2.05%
Year 18 39628 5301 - 39 628 301 732 336 - - - 752 556 B 393 974 21.18% 7533 920 1.90%
Tear 19 42 778 966 - 42 778 566 812 384 - - - 812 384 5 206 358 21.52% 753 920 1.76%
Year 20 46173 894 - 46 179 B934 B76 969 - - - 876 89659 10083 327 21 E3% 733 920 163%

Founder retires, ks rale
remadng the seme; Foundes
Year 21  |esd seouse start sking 483511946 - 48 351 196 Q46 GEE - - - 0465 688 11 030 015 22 B1% 753 520 1.56%
iy wf U Bdrireali frzen loan
ot [Tru 1)

Year 22 50605 116 - 50605 116 951 200 - - - 991 200 12 021 214 23.75% 733 920 1.45%
Year 23 52942 823 - 52942 E23 1037 405 - - - 1037 405 13 058 61% 24.67% 753 920 1.42%
Year 24 535 365 253 - 55 365 253 1085 328 - - - 1085328 14 143 947 25.55% 753 920 1.36%
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Table 38 (continued)

D = column L of
Trust 1: Income
and Income Tax
schedule

E = column L of
Trust 23 and 2b-

F = column A of | G = column & of
Trusts 1. 2a and | Trusts 1 23 and

Income and

2b: Other taxes -

ncome Tax

CGT on transfer

schadule

schedule

| - cumulative
value of H

K- cumulative
value of F+ G

Year 25 57 873 075 57 £73 075 1134 988 1134088 15 278 034
Year 26 60 466 646 - 60 466 646 1 186 398 - - 1186398 16 455 332 27.23% 753 620 125%
Year27 63 145 966 - 63 145 966 1239 566 - - 1239566 17 704 899 28.00% 753 620 1.10%
Year2s 65 910 625 - 65 910 625 1294 492 - - 1204402 18 999 301 28.83% 753 620 114%
Year29 68 759 747 - 68 758 747 1351 168 - - 1351168 20 350 559 29.60% 753 620
¥ear 30 :_:I"""""""""""""' 71691929 - 71 691 529 1409575 - - 1408575 21760 134 30.35% 753820
Year3i 76 043 301 - 76 048 301 1 459 685 - - 1469 685 23 220 B1E 30.55% 753 520
Yearsz 80 670 417 - 80 670 417 1 558 990 - - 1558090 24 78E BOR 30.73% 753 620 0.93%
Year 33 85574 568 - 85 574 568 1653744 - - 1653744 26 442 552 30.590% 753 520 0.B5%
Year34 90 778 050 - 90 778 050 1754 279 - - 1754279 28 196 831 31.06% 753 620 0.83%
Cwiginal b [Trut 4)
reatructured for sach
Vear3s [mraiienetee e 96 299 227 - 96 299 227 1 B60 950 - 18 870 764 20731714 4B 028 545 SO.B1%| 19 624 584
Sorviving igouse rermaing
beseficiary of Tret 1
Year3s 32 854 253 48 932 354 1 786 607 658 045 928 238 - 1587 283 50 515 828 61.77% 10624 684
Year37 33 560 903 52 §22 476 86 383 379 673 512 1003113 - 1676625 52 102 454 60.42%| 10624 6E4 2272%
Year3s 34200 415 57 021863 91231 278 6E7 999 1082 851 - 1770859 53063 313 59.15%| 10624 6B4 2151%
Year3g 34 788 309 61555 101 96 343 410 701293 1168 048 - 1870241 55 833 554 57.95%| 10624 684 2037%
Dirth o sureheing ipoue
[t el o 'pmar]; Resvaining
vearap [T ettt el 35284780 66448731 | 101733511 713 160 1261880 10 420074 12455114 6E 288 669 67.13%| 30104750
rei mvest B9 new trudls vie
loans
Year 41 - 9E 508 0B5 98 508 085 - 1870695 - 1870695 70 150 364 71.22%| 30104759
Year 42 - 106330478 | 106339478 - 2019416 - 2019416 72 178 780 67.B8%| 30104 750 28.31%
Year 43 - 114793466 | 114793466 - 2179059 - 2179050 74 358 739 64.78%| 30104 750 26.23%
Yeara4 - 133919547 | 123919547 - 2353 266 - 2353 266 76 712 005 61.90%| 30104 759 24.20%
Year 45 - 133771151 | 133771151 - 2540351 - 2 540351 79 252 356 59.24%| 30104 750 22.50%
Year 46 - 144405957 | 144405957 - 2742 309 - 2742 309 51994 665 S56.78%| 30104 750 20.85%
Year 47 - 155886231 | 155886231 - 2960322 - 2960322 B4 954 087 54.50% 30104 750 19.31%
Year 43 - 16E279186 | 168279186 - 3 105 668 - 3 105 568 BE 150 654 52.38%| 30104759 17.89%
Year 49 - 181657382 | 181657382 - 3449723 - 3420723 51 600 378 50.42%| 30104 750 16.57%
Farther restracusing for Sed
Year 50 o sl of ol st - 1965099143 | 195099143 - 3723976 41316735 45040732 | 136 541 109 69.68%| 71421514
iricats
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9.2.6 Comparison 2 — Personal estate scenario summary

Table 39 — Comparison 2 (Personal estate scenario): Capital value

C=-{columin Lof | D=-{Total annual
P | estate: ithdrawal I
s SEOUMN | E _As+B4C4D E: refer G G H=E+F
Income + Income | from Post-retirement
tax schedule) | withdrawal schedule

PERSOMAL ESTATE: ESTATE VALUE
Annual capital growtt 104

A = column H of
previous year

B-Ax(1+01)

Year 0 [— 10000 000 100000 000
Year 1 10 000 000 1 D00 000 {190 DOO) - 10 810 000 10 810 000
Year 2 10 810 000 1081 000 {205 390) - 11 685 610 11 685 610
Year 3 11 685 610 1168 561 ({222 027) - 12 632 144 12 632 144
Year 4 12632 134 1263 214 {240 011) - 13 655 348 13 655 348
Year 5 13 655 348 1365 535 {259 452) - 14761431 14 761 431
Year & 14761 431 1476143 {220 467) - 15957 107 15 957 107
Year 7 15 857 107 1555711 {303 185) - 17 245 633 17 245 633
Year 8 17 245 633 1724963 {327 743) - 18 646 853 18 646 853
Year 9 18 646 853 1 864 635 {354 290) - 20157 248 20 157 248
Year 10 20 157 248 2015725 {382 988) - 21785 985 21 785 985
Year 11 |noeowent 21 739 985 2178999 {414 010] - 23554 974 23 554 974
Year 12 23554974 2 355 457 {447 545) - 25462 927 25 462 927
Year 13 25 462 927 2 546 293 {423 796) - 27525 424 27 525 424
Year 14 27 525 424 2752542 (522 583) - 29754 384 29 754 984
Year 15 29 754 934 2975 458 {565 345) - 32 165 137 32 185 137
Year 16 32 165 137 3216514 (611 138) - 34770513 34 770513
Year 17 34770513 3477051 {B50 640) - 37 586 925 37 586 925
Year 18 37 586 925 3 758 652 {714 153) - 40631 466 40 631 456
Year 19 40631 465 4063 147 {771 598) - 43922 615 43 922 615
Year 20 43 522 615 4 352 261 {234 530) - 47 480 346 47 480 346

Foursder refires, tax rabe

remasines the same; Foundar
Year 21 |snd spouse start making 47 430 346 4748 035 (902 127) {1 500 D00 49 826 254 45 826 254

«cash withammwals from

imvestment income
Year 22 45 826 254 4532 625 {346 595) {1 550 000) 52272181 52272181
Year 23 52272181 5227 218 {993 171) {1 685 400) 54 820 528 54 820 828
Year 24 54 B20 828 5432083 {1041 596) {1786 524) 57474751 57474751




Table 39 (continued)

& = column H of
previous year

B=Ax{1+01)

C = -{column L of
Personal estate:

1ax schedule)

D = -{Total annual
withdrawals column
Income + Income | from Post-retirement
withdrawal schedule|

-

57474 791 5 747 479 {1002 021) |1 893 715} 0236 533 50235 533
Year 26 60 236 533 61023 653 {1144 a94) |2 007 338} 63 108 354 63 108 354
Year 27 £3 100 354 6310835 {1100 a90) |2 127 779) 66091 021 55091921
Year 28 §65 091921 6600 102 {1260 634) |2 255 445) 60 184 083 50184 083
Year 20 §9 184 053 691 408 {1323 971) |2 390 772) 72 3BE 738 72388 738
Reduced by estate duty and OFT
Death of Teundes |at end of due on desth of foursder [ owner
Yoar 30 |year) - begueath assets 1o 72388 738 7238 874 {1388 392) (2 534 218} 75 704 001 (13 940 B00) [serer Farsonal extate: Qirer taees -| 61763 201
s iving spowis Tames on death schedule, column
A, 30
Year 31 51763 201 § 176 320 {1170 200) |1 343 138) 65 425 486 §5 425 486
Year 32 §5 425 486 § 542 549 {1245 538) (1423 724) 69 297 773 53297 773
Year 33 §9 297 773 §920 777 {1325 124) |1 500 147) 73302 273 73392273
Year 34 73392 273 7339 227 {1 409 967) |1 595 656) 77721 B37 77721837
Year 35 |Neevent 77721837 7772184 {1408 347) |1 895 67E| £2 290 006 82 200 906
Year 36 82 299 906 £ 230 000 {1502 737) |1 797 a19) £7 130 B4D 87 139 B4D
Year 37 87 139 B4D 2713084 {1602 147) |1 205 264] 93 256 414 92 255 414
Year 38 92 255 414 9225 641 {1 706 925) {2 019 580) 97 665 551 97 565 551
Year 30 97 565 551 9 766 555 {1007 423) |2 140 754) 103 383 022 103 383 922
Phamth of sreing spoums R
Year 40 L::::'L’:r‘:: 103 383 922 10 338 382 (2 024 951) (2 260 200) 100 428 164 (37 762 652) [Reter Parsonal eztate: Other taces - 71665512
T — |Taaes o depth schedule, column
A ¥rap
Year 41 71 565512 7 166 551 {1276 529) - 77555535 77555535
Year 42 77535535 7755553 {1307 200) - £3913 188 83913 188
Year 43 83913 1B 2351 319 {1527 693) - 90 776 814 90776 £14
Year 44 20 776 B14 9077 6B1 {1671 163) - OE 163 333 08183 333
Year 45 98183 333 9 B18 333 (1824 268) - 106 177 398 106 177 356
Year 46 106 177 328 10617 740 {1088 184) - 114 £0DE 054 114 806 954
Year 47 114 306 954 11 400 635 {2 164 073) - 124123577 124123577
Year 48 124123 577 12 412 358 {2 358 209) - 134179 726 134179726
Year 49 134179726 13417973 (2562 294) - 145 035 405 145 035 405
Reduced by OET a5 result of sale
Yoar 50 [Sale of sl asets by childves 145 035 405 14 503 540 {2 783 735) - 156 755 210 {13 Da1501) :;Tm 142 813 620
A, 30
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Table 40 — Comparison 2 (Personal estate scenario): Income and income tax (excluding CGT)

PERSOMAL ESTATE: INCOME AND INCOME TAX [excl CGT) Refer Methodology section for assumptions wsed with respect to effective income tax rates used in table below colurmn C of

& =Column & of
Personal estate:
Capitzl schedule

| = per

M=(L/B) %
tax rate table L )

rate table

gives higher

amourt

Annual taxable income : Children jx 2)

Yeor@ |l bt o
Year 1 10 000 D00 S0 D0 00 D00 38.0°% 1590 D00 - 0. - - 0.0 - 150 00D 35.0°%
Year 2 10 510 D00 540 500 540 500 JE.0fE 205 350 - DLFs - - [y ] - 205 390 35.0%
Year 3 11685610 584 281 5B4 281 3805 222027 - 0. - - 0.0% - 222 027 35.0°
Year 4 12632 142 631 607 631 607 3505 240011 - 0. - - 0.0 - 240011 35.0°%
Year 5 13655348 682 767 6E2 767 3505 258 452 - 0. - - 0.0 - 253 452 35.0°%
Year 6 14761431 738072 738072 3805 2B0 467 - 0. - - 0.0% - 280 457 35.0°
Year 7 15857 107 7597 B55 757 B55 3505 303 185 - 0. - - 0.0 - 303 185 35.0°%
Year B 17245633 BEZ 482 S62 452 3805 327743 - 0. - - 0.0% - 327743 35.0°
Year 9 1B 646 853 932 343 932 343 3805 354 280 - 0. - - 0.0% - 354 290 35.0°
Year 10 20157 248 1007 B52 1007 862 3505 382 988 - 0. - - 0.0 - 382 588 35.0°%
Yeur 11 [sc avens 21 7B 985 1089499 1069 4589 38 0F¢ 414010 - e - - 0uFs - 41400 3B.0%
Year 12 23554974 1177749 1177749 3505 447 545 - 0. - - 0.0 - 447 545 35.0°%
Year 13 25462927 1273 146 1273145 3505 483 796 - 0. - - 0.0 - 483 736 35.0°%
Year 14 27525424 1376271 1376271 3805 522 983 - 0. - - 0.0% - 522 583 35.0°
Year 15 25754964 1487 749 1467 749 3505 565 345 - 0. - - 0.0 - 565 345 35.0°%
Year 16 32165137 1608 257 1 608 257 3505 611138 - 0. - - 0.0 - 611 138 35.0°%
Year 17 34770513 1738 526 1738526 3805 660 640 - 0. - - 0.0% - 660 640 35.0°
Year 18 37586925 1579346 15879345 3505 714152 - 0. - - 0.0 - 714152 35.0°%
Year 19 20631466 2031573 2031573 3505 TT1998 - 0. - - 0.0 - 771998 35.0°%
Year 20 43922 615 2156 131 2156131 3805 834530 - 0. - - 0.0% - B34 530 35.0°

Toundsr ratiees, tax ruts

rereaina the same; Foundsr
Year 21 |und spous sart making AT 4B0 345 2374017 2374047 3505 902 127 - ke - - 0.0 - 902 127 35.05

canh withdrawals from

IrvsrTTest ncams
Year 22 40526 254 2451 313 2451313 3805 945 699 - 0. - - 0.0% - 946 699 35.0°
Year 23 52272161 2613 609 2 613 609 3505 953 171 - 0. - - 0.0 - 993171 35.0°%
Year 24 54820828 2741041 2741041 3805 1041 556 - 0. - - 0.0% - 1041 586 35.0°




Table 40 (continued)

D = 38%,

unibess

effective tax
rate table

& =Column & of
Personal estate:
Capital schedule

1 = per effective
tax rate table

E=Cx=D M=(L/ B %

tax rate table
gives higher
amiount

Annual taxable income generated: Childiren jx 2}

57 474 791 2573 740 2873 74D 1082 021
Year 26 B0 236533 3011 827 3011627 38.0% 1141454 E [T E - [T E 1144454 30.0%
Year 27 63 106 354 3155 418 3155 410 38.0% 1195 450 E [T E - [T E 1159430 30.0%
Year 28 66091921 3 304 596 3 304 596 38.1% 1260 664 E [T E - [T E 1260 684 30.1%
Year 25 69 184 963 3459 249 3 450 245 38.3% 1323971 E [T E - [T E 1323971 30.3%
(Dmath of founder (st end of
Yenr 30 |y - beguesth amets tn 72 336738 3 619 437 3 619437 38.4% 1389 392 - 0% - - 0% - 1389392 36.4%
aursiwing apons
Year 31 B1 763 201 3 065 160 = E E 3 0BE 160 37.9% 1170900 - [T E 1170500 379%
Year 32 65 425 466 R B E E 3271274 30.1% 1246538 - [T E 1246538 30.1%
Year 33 69297 773 3 464 589 B E E 3 464 589 30.3% 1326129 - [T E 1326129 30.3%
Year 34 73392273 3 660 614 - E E 3 668 614 36.4% 1403 967 - 0% E 1409967 304%
Year35 |Me st 77 721837 3 0BG 092 B E E 3 586 092 30.6% 1495 347 - [T E 1458 347 30.6%
Year 36 B2 295986 2115 000 B E E 2115 000 307% 1592 737 - [T E 15682 737 307%
Year 37 §7 135 540 1356 992 B E E 2356992 30.0% 1682 147 - [T E 1667 147 30.0%
Year 38 97 256414 1612 821 B E E 4612 821 30.0% 1796925 - [T E 1796925 30.0%
Year 38 97 665 551 A BE3 278 B E E 4583 278 301% 1907 429 - [T E 1907429 30.1%
\Smath of wnyreing o
Year 40 ::'::;‘::'x 103 383 922 5 169 195 - - - 5 169 196 307% 2024951 - 00% - 20245851 30.7%
mep in em mtats
Year 41 71665 512 3563 276 B E E E [T E 3563 176 35.6% 1276529 1276529 35 6%
Year 42 77 555 535 3877 777 B E E E [T E 3877 7T 36.0% 1387 900 1357 500 36.0%
Year 43 83 513 168 4165 658 - B B B 0.0% B 4185 659 36.4% 1527 663 1527693 36.4%
Year 44 90 776 514 1538 841 B E E E [T E 1538 841 36.0% 1671 163 1671163 36.0%
Year 45 95 183 333 1909 167 B E E E [T E 1909 167 I7% 1624 268 1524 268 37 2%
Year 46 106 177 358 5 308 570 B E E E [T E 5 308 &70 375% 1986 154 1968 184 375%
Year 47 114 BO6 954 5740 348 - - - - 0.0% - 5740 35 37.7% 2 164 073 2164073 377%
Year 48 124123 577 £ 206 179 - - - - 0.0% - £ 206 179 36.0% 2 356 208 2 356 208 36.0%
Year 49 134 178 726 £ 706 986 - - - - 0.0% - £ 708 985 36.2% 2 562 204 2562 294 36.2%
Year S0 |Sal of ai anet by chikinn 145 035 405 7251770 - - - - 0% - 7251770 36.4% 2783 735 2763735 36.4%
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Table 41 — Comparison 2 (Personal estate scenario): Other taxes — CGT on transfers and disposals

PERSOMNAL ESTATE: OTHER TAXES (CGT and Estate duty) - CGT on transfers and disposals

Year 50

Sale of all assets by children

13 941 591

Annual exemption and inclusion %:

A=BxGuxFx([C-D-
f) B: refer H C:referH D: referH E = 40000 F=04 G:refer H H

78377 605

35832756

40 000

40 000

40.0%

41.0%

- CGT on sale of all investment assets

- Base cost equals investment value net of CET and
estate duty in year 40 per Personal estate: Capital
schedule, column H, ¥r 40, divided by 2 (per child)

- Proceeds equals Personal estate: Capital schedule,
column E, Yr 50 divided by 2 (per child)

- Assume maximum income tax rate due to additional

taxable income.
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Table 42 — Comparison 2 (Personal estate scenario): Other taxes — Taxes on death

PERSOMNAL ESTATE: OTHER TAXES ['CGT and Estate l:lutv]
s 4A abatement and estate duty %e:

E=6000000 | F-C-D-E | G-02 | _______H_ |

on Investment asset value -
founder/owner

Death of founder |at end of

- i
Year 30 |year] - bequesth assets 1o 13 940 800 | 13 940 800 75 704 001 - (6000000)| 69704001 20.0% “I‘Ef”—"—m“' estate Capital schedule
surviving spouse column E, ¥r 30
- Baqueathed to spouse but repeal of s 4{q)
deduction
Death of surviving spouse Estate duty on investment asset value -
ot end of year] - bequesths - Spouse;
Yeargp [Bom e v e 37762 652 | 20685 633 109 428 164 (6000000)| 103428 164 20.0% | o ater personal estate: capital schedule
leep in own estate column E, ¥r 40

Annual exemption and inclusion % 300 000 0%

I=lxOxMN=xK-
xl_:ﬂ}” FreferP | KireferP LreferP | M=300000 | N=04 O: refer P P
I ek CGT on death of owner
Year 30 :::Jw:quﬂ:mm - 1 ) ) 40.0% 41.0% CGT rollover - bequeathed to spouse
CGT on death of spouse
. - bequeathed to children (no CET rollover;
I:'ﬂr:::" vPang spauss - Base cost equals rolled over base cost
= ary) - .
Year4q |"ertctyes equesths 17 077 019 1 109 428 164 5000 000 300 000 40.0% 41.0%| [starting parameter) _
keep in own est - Proceeds equals Personal estate: Capital
schedule, column E, ¥r 40
- Highets income tax bracket assumed
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Table 43 — Comparison 2 (Personal estate scenario): Personal estate summary calculated using capital year-end values BEFORE year-end adjustments

PERSOMNAL ESTATE - SUMMARY (using capital year-end values BEFORE year-end adjustments

B = codumn L of | C = column A of
A=ColumnE of |Personal estate:

Personal estate:

[ = colummn A of
Personal estate:

Income and
Income Tax

Other taxes -
CIGT om transfer

schedule

schedule

F : cumulative
walue of E

H: cumulative value
of C+D

Year( |ioesWeptinpersonst 10 000 000 - - - 0.00% - 0.00%
Year 1 10 810 000 120000 - 150 D00 150 000 1.76% - 0L00%%
Year 2 11 685 610 205 350 - 205 350 3595 350 3.38% - 0005
Year 3 12632144 222027 - 222 027 617 417 4 B0% - 0L00%%
Year 4 13 655 343 240011 - 240011 857 427 6.28% - 0005
Year 5 14761431 259 452 - 250 452 1116879 7.57% - 0L00%%
Year & 15 557 107 280487 - 280 467 1357 346 B.76% - 0.00%%
Year 7 17 249 633 303 185 - 303 185 1700531 9.86% - 0L00%%
Year & 18 646 853 327743 - 327 743 2028274 10.88% - 0L00%%
Year 9 20157 248 354 2520 - 354 290 2 382 564 11.82% - 0L00%%
Year 10 21 789 985 382988 - 382 938 2 765 552 12.69% - 0L00%%
Year 11  [No event 23 554 974 414010 - 414010 3 179 562 13 50% - 0.00%
Year 12 25 462 927 447 545 - 447 £45 3 627 106 14.24% - 0L00%%
Year 13 27 525424 483 756 - 483 796 4110802 14.93% - 0L00%%
Year 14 29 754 584 522983 - 5229383 4 633 B85 1557% - 0L00%%
Year 15 32 165 137 5&5 345 - 565 345 5155 230 16.16% - 0005
Year 16 34 770513 611138 - 611 138 5 810 367 16.71% - 0L00%%
Year 17 37 586 925 650 640 - 650 640 6471007 17.22% - 0005
Year 18 40 631 456 714152 - 714 152 7 185 159 17.68% - 0L00%%
Year 19 43 522 615 771958 - 771958 7957 157 18.12% - 0005
Year 20 4T 480 346 834530 - 834 530 8791 686 1852% - 0L00%%

Fodander rafines, o rate

remvesine the same; Foundar
Year 21 |snd spouse start making 49 826 254 502127 - 502 127 5653 813 19.46% - 0.00%%

cash withdrawals from

irreestmeanit income
Year 22 52272181 946 659 - 946 659 10 640 512 20.36% - 0L00%%
Year 23 54 820 8238 553171 - 553171 11 633 683 21.27% - 0.00%%
Year 24 57 474751 1041556 - 1041 556 12 675 278 22.05% - 0L00%%

214



Table 43 (continued)

& = Column E of

Capital schedule

Personal estate:

B = column L of
Personal estate:
ncome and

C = oolumn A of
Personal estate:
Other taxes -

ImCcome Tax

CGT on transfer

D = column & of
Personal estate:
Other taxes -
Taxes on death

schedule

schedule

schedule

F : cumulative

walue of E

H: curnulative value
of C+D

60236533 1092 D21 1092021 13 767 300 22 6%

Year 26 63 108 354 1144 484 - - 1141494 14911794 23.63%, =
Year 27 66091921 1199 480 - - 1199450 16 111 264 24.35%, =
Year 28 69 184 983 1 250 654 - - 1260684 17 371 569 2511%, =
Year 20 72 388 738 1323971 ; ; 13230971 18 595 540 25 3%, -

Death of PBousder ot end of
Year 30 |yesr) - bequasth st s 75 704 001 1380 382 . 13894p800 | 15330192 34026132 44.95% 13 040 800

smrviving spouse
Year 31 63 425 486 1170 500 - - 1170900 35 197 032 53.E0%, 13 940 BOD 21.31%|
Year 32 69 287 773 1246 538 - - 1246538 36 443 570 52 55%, 13 940 500 20.12%)
Year 33 73382 273 1326 129 . . 1326129 37 769 699 51.46%, 13 940 BOD 15.99%|
Year 34 77 721837 1209 957 . . 1408 967 39 179 666 50.41%, 13 940 BOD 17 54%|
Year 35 |No evest &2 200 996 1298 347 ; ; 1498 347 a0 678013 40.43%, 13 040 50D
Year 36 87 130 840 1592 737 ; ; 1592 737 42 270750 48 51%| 13 040 500
Year 37 92 256 414 1502 147 . . 1692 147 43 052 896 47 65%, 13 040 800 15 11%]
Year 38 97 665 551 1796 325 - - 1795025 a5 759 821 45 85% 13 040 800 14.27%]
Year 39 103 383922 1907 429 - - 1907429 47 667 251 46.11%) 13 940 50O

Death of surviving wpouse
Year 40 f:;f:::;m* 109 428 164 2024951 - 37 762 652 38 78T 6502 87 454 B53 70.82% 51703 452

heep in own estale
Year 41 77 555535 1276 5289 - - 1276529 88 731 382 114.41% 51703 452
Year 42 3913 188 1387 %00 . . 1397 900 90 129 282 107 41%) 51703 452 61.62%|
Year 43 o0 776 814 1527 683 ; ; 1527 593 91 656 974 100.57%, 51703 452 56.96%)
Year 44 o8 183 333 1671 163 ; ; 1671 163 93 328 137 95 05%, 51703 452 52 56%)
Year 45 106 177 398 1524 268 - - 1824268 95 152 406 B0 62%, 51703 452 48 70%]
Year 45 114 EDE 954 1988 184 : : 1988 184 97 140 589 B4.61%, 51703 452 45 .04%)
Year 47 124 123577 2 164 073 - - z 164073 99 304 662 50.00%, 51703 452 41.65%]
Year 48 134179726 2 356 208 - - 2356208 | 101 660 E70 75.76%, 51703 452 38.53%|
Year 49 145 035 405 2 562 294 . . 2562204 | 104 223 164 71.E6%, 51703 452 35.65%)
¥ear S0 [Sabe of all sssets by chikiren 156 755 210 2783735 13 941 501 . 16725326 | 120943 450 77.16%, 65 645 042
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Figure 22 — Comparison 3a — Chart 1: Cumulative total taxation
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Figure 24 — Comparison 3a — Chart 3: Cumulative total tax as percentage of capital value
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Figure 26 — Comparison 3a — Chart 5: Cumulative CGT, donations tax and estate duty as percentage of
Comparison 3a

capital value
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Figure 28 — Comparison 3a — Chart 7: Difference: Cumulative CGT, donations tax and estate duty as
percentage of capital value

Comparison 3a: Personal Estate less Trust: Cumulative CGT and
Estate Duty as % of Capital (Current legislation)
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9.3.2

COMPARISOMN 3b: Trust vs. Personal Estate - Possible proposals in DTC's Second Report + 2016 Budget Review (upfront donations tax payment)

Comparison 3a — Comparative data between trust and personal estate scenarios including difference data used in charts

Table 44 — Comparison 3a: Comparative and difference data sets

A =column | of

8 = colamn F of

Ezrzonnl sstmis

C = columin C of

D =column A of
Perzongl estate

E = columm | of

F = columin G of

5 = codhamm K of of Personal

I=column Lof

J=columin | off

Compartsen 1: Comlative total tax

Comgarteon 1: Caphal ! Estate valee

Trusts summns ¥ summa Trusts summa Y [— Trusts sumems| ¥ PJI'I'I"HH = Trusts sumems| ¥ Trusks sumems| ¥ Trusks SUMMsry E=F-E
p— _anm-:dulz scheduis _ann:heuule — —n"'mmm [— P— scheue

CHAAT 1 CHART 2 ] ] il

Comparison 1: Comlative 1otal tax as | Comparison 1: Cumulative OGT and | Comspartios 1: Cumulatiee CGT amd [ifer ere:

veard |7 e 2733820 - 10 000000 10000 000 27.34% 0.00% 2733Em 27.34% 0.00% -27.34% -27.34%
Year1 2 808 420 150 000 10223500 10210000 23.71% L7eh 2733520 27.02% n.00% -23.57% -23.02%
Yearz zeazals 353350 1123553 Tiess e 23.21% 335 2733520 ) n.00% 2023% -22.50%
Year3 2378743 517417 13021382 12632124 22.54% 2% 2733520 20.35% n.00% -17.55% -20.56%
Yeara 3084704 57427 12 233570 13Ems3aE zLesh 5% 2733520 15.20% 0.00% 1335% -15.20%
Years 3207 266 1116 873 13 120363 14761 431 20.54% 7.7 2733520 1735 n.00% -13.07% -17.38%
Years 3331030 1397348 15351289 13537 107 1570 ) 2733520 et n.00% 1054% 15.12%
Year? 3436 204 1700 531 13302234 17243833 18.30% s.35% 2733520 14.75% n.00% -5.04% -18.78%
Years 3ETEaTE zoz8 274 0 172 206 1zes5m3 15.23% 10.55% 2733520 e 0.00% Tath -13.33%
Year3 3 BB 618 1382364 1253 288 20137 248 17.88% 1152% 2733520 12a4% n.00% -3.84% -12.43%
Tear 0 2107 263 z7E3 352 R zi7Es3En 1714 Zeh 2733520 1Lath n.00% 4ath 1Ak
Dt i’ affwctios tun
Wearay [T ST o s 2417373 3175382 25042 356 23358974 16.36% 13.30% 2733520 10508 0.00% -3.45% -10.30%
Gitt
Teariz aterezz 3527 108 =24 Tmamzaay ) 1a.22% 2733520 BEE% n.00% FEED )
Teari3 3133253 2110302 30785 406 27525 424 16.71% 14.33% 2733520 B.25% n.00% -L7E% -5.25%
Tearis 3352831 2533 883 s3a17278 23714354 16620 .57 2733520 B.12% 0.00% -Loe% 1%
Tear1s B 004743 3155 230 35 306 554 31169 137 16.34% 16.15% 2733520 7.33% 1.00% -037% -7.33%
Tearis E3sEE03 =510 367 EEEErY 337013 ) 171 2733520 545 n.00% 1055 &4
Tear a7 7 142773 sa7L007 22738303 37385323 16.71% 17.22% 2733520 E.al% n.00% 1.30% £.40%
Tearis 7780 7EL 7183159 25354510 0631256 16.50% 17555 2733520 3.50% 0.00% n.82% -5.50%
Tearis E 300416 7337157 =0 251 531 a3sizeln 16.30% 1E17% 2733520 z.a3% n.00% 121% EFT
Tear 2o 3277788 5731686 =2 343419 47 450 346 17.00% 18.32% 2733520 3.00% n.00% La1% -5.01%
F-om rche TWTined, T TR
rerna i che aaTe
Wearzy [(Tee R 10136 073 2593 513 =7 378283 azE2s 34 17.71% 15.25% 2733520 273% 0.00% 179% -273%
from loas scooua [Tras
verE 1LiTi7se weanIz R e 3227z 1E1 1E35h 0355 2733520 a30% n.00% 157 =a0%
earzz 12 208 350 11633 683 £4 126388 323202528 15.04% 2L22% 2733520 a28% n.00% z.18% -2.25%
Tearze 13 308458 1ze7izs ST etz 37a7aTEL 15575 ok 2733520 a.04% 0.00% z3e% ~a.04%
fear 25 14 459 053 13 767 300 71353924 60235 333 20.22% 22.35% 2733520 3.83% 0.00% 2.38% -3.83%
Tearzs 13753048 12311754 Trms0z 3105334 037 FERTE) 2733520 3545 n.00% zEeh EE)
Tear 27 17 111562 15111 284 75243131 £5 091 221 L3 24.38% 2733520 3.43% n.00% L7E% -3.47%
Tearzs 18 545 217 17371968 =3 474508 £3 154353 2z m.11% 2733520 3.28% 0.00% 2855 =25
Tearzs 0 088 357 15 653 590 =7 312402 72358736 2% 13.33% 1733520 3.11% 0.00% 3.00% -5.11%
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Table 44 (continued)

H = colamn H

azcowmnior | 2TTETRFE ] o omncor | PEEETTAN o mntr [T EMNE ST o owmnkor | offemonal | 1=cowmnier | 2= column o
Fermonalestate e

Trusts summary J— Trusts summary Jp— Trusts summary FJI11"I1H = Trusts summary estate Trusts summary | Trusts summany
schegule sumTany schedule e schegule smman schedule Summal schedule schedule
schadule schadule schedule umTen
schadule
CHART 1 CHART & AR T3 TRRAT TRERTE

Comparison 1: Cumwalative total ta a5 | Comparison L: Cumulathe DGT and Comparteom 1: Cumilatie OGT amd Difleremoe:

Comparteon 1: Cuemalative total tax Comparton 1: Caphal /! Estate valoe

Daach of fourder |atesd ot

Year 30 :'::"-"l'*" [ 21 673 235 34911 332 52353972 E1275 001 23.41% 15.32% 2733520 14 425 000 2.59% 23.94% 32.50% 20.95%
urhing mame
Vear 31 3412 334 3% £73 034 58 73R 778 4 500 964 23.71% 34.57% 21733520 | 12435000 2.77% 22.33% 31.29% 19.35%
Fear 32 23 773 920 36 908 110 1015 327 366 68 732 260 24.000% 33.70% 2733520 | 124265000 2.60% 20.55% 25.70% 18.35%
Tear 33 27 268 531 33 22z 038 112356320 72752 208 4.57% FFETE) 1733520 | 14425000 43% 15.50% 28.27% 17.35%
Vear 34 29401733 39 618 988 119 559079 77 54 006 24.53% 3L41% 21733520 | 12435000 2.25% 18.72% 26.25% 16.44%
Crigmal Tam [Trare
resactursd for sach
ssparans bemaficary
Vear3s |Mrese s asdzm - stemd |Mo svest 24 336 403 21 104 633 114 594 639 E1 359 063 3E.75% 30.35% 13607758 | 14426000 13.57% 17.65% 11.63% 211%
of year;
Carvdng tpoas reraing
e rarflc by =4 Triem 1
Vear 35 46 281 330 47 GHZ &73 122 571757 B5 372 728 37.65% 45.40% 13607 753 | 14426000 12 6% 16.700% 11.78% 201%
¥ear 37 48 143 768 24 338 638 131499231 51425 373 36.51% 15.m% 13607758 | 12426000 11 57% 13.75% 11.50% 3.91%
Year 35 =0 138 409 45 138 413 140516338 55772077 3157 47.55% 13607753 | 14425000 11 10% 14.50% 12.00% 3.81%
Vear 33 52345 B35 428 027 415 130 350 445 102 419 529 34.50% 46.29% 13607753 | 14436000 10.35% 14.0% 12.08% 3.70%
Darth o surwiving Ipaas
it ar A prmtt I o mareing apciss |
FRernaining cupkad bn Trar | snd of year) - beguancu
vesrao [V s Pt . 62979737 29 %39 635 1%2 526 389 £2EE4063 a0.93% 135 ag% 23433849 |  33S2OTS 13.34% 78.25% 89.09% 62.99%

barafichictan who reinves | besa o own s
in e Trara vin lcans

Wear 41 5% 103 554 50757 474 L5 545 TE4 74950 530 35.30% 124 74% 3 433 245 33 525073 14.15% 72.34% B2.44% 38.15%
ear 42 57 B73 553 52 053 525 179 441 4439 20 65T 257 37.83% 114.17% 23 433 B45 33 528 073 13.07% 56.85% 76.34% 33.75%
ear 43 70932 234 93 559 501 154 327 333 E7 270 022 36.30% 107.21% 23 433 B43 33 525073 12.07% 51.80% 0. TL% 49.73%
aar 44 74 296 107 % 138 020 240 396 247 54355 209 39.31% 100.20% 23 433 B45 33528073 11 1%% 57.43% £3.45% 45.95%
Yeur 45 77983 713 95 304 261 227 746231 107 092 553 34, 2% 54.92% 23433 849 33 523 073 10.300% 12.82% 60.68% 42.52%
Year 26 52023722 SE 508 B30 246 482 547 140 357 221 33.25% E5.30% 23 433 B43 33 523073 9.92% 48.E5% 36.23% 39.33%
fear 47 56 435 340 100 SH3 176 256 715 314 119 352 618 32.41% 24.52% 23 433 B45 33 528073 B.75% 45.15% 32.11% 36.35%
Vear &8 24 266 182 103 135 755 225 350523 123 042 235 3L63% 75.53% 3 433 245 33 525073 B.13% 41.75% 48.30% 33.66%
ear 43 26 544 022 10% 355 455 312 138 243 133 430 TEE 30.33% 73.70% 23 433 B45 33 528 073 7.94% 38.65% 44.77% 31.13%
Farthar rerrucrering for
28T 50 [t paseension (uuke of i |Saie ofall sewi by chllare 13 523 736 121 581 137 304 272 956 137 334 222 2E.01% 22.95% 55 775 435 £7 343 327 15.54% 43.05% 4z.38% 13.15%
[ asmarm)
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9.3.3 Comparison 3a — Trust scenario summary

Table 45 — Comparison 3a: Trust scenario summary

TRUSTS - SUMMARY {Comparison 3a)

B = Column G of D = column L of

Trust 1: Capital
schedule

Combined and Income Tax
schedule

Capital schedule

Trust 2a and 2h: Trust 1: Income

E = column L of
Trust 23 and 2b:

Income and Z
Income Tax

schedule
schedule

F = column & of
Trusts 1, #3 and

tax on transfer

Tames on death

schedule

WALUES PRESENTED IN CHARTS

E: cumulative

value of F+
G

Year @ |Transher of mseb to Trust 1 10 D00 D30 - 10 000 D00 - - 27335920 - 2733520 2733920 27.34% 2733920 27.34%
Year 1 10925 500 - 10 525 500 74 500 - - - T4 500 2B0E 420 25.71% 2733920 25.02%
Year 2 11 936 655 - 11 535 655 E1 355 - - - 81 335 2 B89 E15 24.21% 2733920 22.90%
Year 3 13 041 392 - 13 041 392 B8 928 - - - BE 528 2978743 21.84% 2733 920 20.96%
Year 4 14 239570 - 14 239570 105 961 - - - 105 961 3 084 702 21.66% 2733920 19.20%
Year S 15 540 565 - 15 540 865 122 562 - - - 122 562 3 207 266 20.64% 2733920 17.50%
Year 6 16 961 299 - 16 561 299 133 763 - - - 133 763 3321030 19.70% 2733920 16.12%
Year 7 1E 502 254 - 18 502 254 155175 - - - 155 175 3 496 204 15.90% 2733920 14.78%
Year 8 20 172 206 - 20 172 206 180274 - - - 180272 IETE4TE 18.23% 2733 920 13.55%
Year 9 21 583 286 - 21 583 286 206 140 - - - 206 140 3 BE2 618 17.66% 2733920 12.44%
Year 10 23 956 963 - 23 556 568 224647 - - - 224647 4107 265 17.14% 2733920 11.41%
Sciarie’ sffactive tax
Year 11 “h-::::'_ﬂ_’ 26 042 356 - 26 042 356 310 308 - - - 310 308 4417 573 16.96% 2733920 10.50%
yman
Yenr 12 2B 302 343 - 2E 302 343 344 249 - - - 344 249 4761 B22 16.82% 2733920 9.66%
Year 13 30 755 106 - 30 755 106 37747 - - - 377471 5138293 16.71% 2733920 B.B9%
Year 14 33417279 - 33417279 413337 - - - 413 337 5552631 16.62% 2733920 B.158%
Year 15 36 306 B34 - 36 306 B94 452114 - - - 452 114 6004 745 16.54% 2733920 7.53%
Year 16 35 393 524 - 35 393 524 544053 - - - 544059 6548 B03 16.62% 2733920 6.94%
Year 17 42 735505 - 42 T3E 505 553971 - - - 593571 F142 775 16.71% 2733920 6.40%
Year 18 46 364 B10 - 46 364 E10 647 986 - - - 647 586 7790 76l 16.80% 2733 920 5.90%
Year 19 50 291 635 - 50 291 635 7019 656 - - - 708 656 G 500416 16.90% 2733930 5.44%
Yeur 20 54 543 419 - 54 543 419 777 380 - - - 777 380 0277 7196 17.01% 2733920 5.01%
Foundar retire, R rete
rermains tha sara; Founder
Year 21 |wnd spoue start making 57 579483 - 57 579483 018 x77 - - - 018 277 10196073 17.71% 2733920 4.75%
cash withdrawabs from loan
(Trat 1)
Year 22 60 771 709 - 60 771 709 975 722 - - - 075 722 11171796 18.36% 2733920 4.50%
Year 23 64 126 EBS - 64 125 B86 1036554 - - - 10356 594 12 208 380 19.04% 2733 920 4.26%
Year 24 67 652 543 - 67 652 543 1 10«0 108 - - - 1 100 108 13 308 438 19.67% 2733920 4.04%
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Table 45 (continued)

£ =Column H of
Trest 1: Capital

schedule

B = Column G of
Trust 23 and Foc
Combined
Capital schedule

Trust 23 and e

Income snd
Income Tax

WALWES PRESENTED IN CHARTS

2bc O=her taxes -
CGET = donations
taw on transfer

schedule

G

71363 034 71363024 14 460 095
Year 26 75 208 035 - 75 208 025 1253853 - - - 1783953 15753 048 2065%| 2733520 3.69%
Year 17 70143135 - 70243 235 1338813 - - - 1358013 17111 862 2150 2733000 3.45%
Year 28 53 474558 - 53 474 559 1437254 - - - 1437 254 15548 217 222r%| 2733sa0 3.25%
Year 20 57 02 A2 - £7 012 402 1510170 - - - 1519170 20068 307 2263%| 27330a0 3.01%
Year 30 ;’“’"“""""“‘" 97 554 572 - 92564572 1 604 652 - - - 1 604 852 ME73I 1L 13.41%| 273360 195%
Year 31 OB 738 778 - OE 738 778 1738114 - - - 1738114 23412354 2371w 273asan 277%
Year 32 105 327 366 - 105 327 366 1 E51 556 - - - 1 E51 565 15273920 2400 2733000 260
Year 33 117 356 325 - 113 356 325 1094 630 - - - 1094 630 27 268 551 2437% 2733000 2434
Year 34 119 659 078 - 115 §56 079 2133182 - - - 2133 162 29401 733 2453%| 2733520 2 2R%
Drigirad trure [Tram 1
merscened for sadh
o o e i 47 622 B34 72371815 | 114994639 2 280837 - 12 873 833 - 15 154 670 44556 403 38 75%| 15607 753 13.57%
2 arad 38| - ot and of year;
Survrdng spoause rerraing
taraficary of Tram 1
Year 36 44300 352 7E662 373 | 122971757 775 304 045 623 - - 1724927 46 281 330 37.64%| 15 607 753 1269%
Year 37 46001 446 E5477 764 | 131400731 13 612 1050 826 - - 1654 438 48 145 768 36.61%| 15 607 753 11LE7%
Year 38 47 754 625 02 BEZ 253 | 140616038 B40 327 1153 310 - - 2002 637 50158 405 3567%[ 15607 753 1110%
Year 30 40506007 | 100842430 | 150350426 &3 307 1304 039 - - 2157431 51345 536 34 52%| 15 607 753 10.308%
Darth of erviving 1 p=sans ||
sad of paar | Frraining
oapital in Traes 1 dinributed
Yemr D | e - 152 885 369 | 152 BB6 380 510 B33 1451973 7 BAE 006 - 10229 502 62575 737 2003%| 23455 B4 15.34%
MRINARIT I P TREETD Wi
keann
Year 41 - 165 645 764 | 165 646 754 - 2528 244 - - 2528 244 65 103 551 39305 234556848 14.16%
Year 42 - 170441 448 | 170441440 - 270014 - - 2770014 67573 205 37.63%| 23455840 13.07%
Year 43 - 194327 355 | 184327355 - 3068 239 - - 3058 239 70932 234 36.500] 23455 648 12.07%
Year 44 - 210306 217 | 210306 217 - 3353 673 - - 3383673 74 206 107 35.31%| 23455 B0 11.15%
Year 45 - 227745231 | 227746231 - 3 629 607 - - 3 620 607 77085 715 3424%| 23455 840 10.30%
Year 46 - 246452 BAT7 | 246482 BAT - 4 055 00E - - 4055 008 E2023 722 33.28%| 23455848 5.52%
Year 47 - 266710514 | 266710514 - 4411 618 - - 4411 618 06 435 340 3241%| 23455840 BT
Year 48 - 288560 623 | BB 560623 - 4 B30 842 - - 4 530 842 91 266 152 3L63%| 23455848 E.13%
Year 40 - 312135845 | 312136645 - 5277 BAD - - 5277 840 06 544 022 30.03%| 23455 B0 7E1%
Farther rertructuring for drd
Year S0 |pessratin ke ot all wun - 301272996 | 301272006 - 5 756 145 35323 587 - 42079734 | 138623756 2600%| 59770438 10.84%
]
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9.3.4

Comparison 3a — Personal estate scenario summary

Table 46 — Comparison 3a: Personal estate scenario summary
PERSOMAL ESTATE - SUMMARY (Comparison 3a)

VALUES PRESEMNTED IM CHARTS

B = column L of | C = column A of | D = column & of

H: curnulative value
of C+D

F : cumulative
value of E

Income and Other taxes -
Income Tax CGT on transfer | Taxes on death
schedule schedule schedule

Personal estate:
Capital schedule

Year o i 10 D00 00D - - - = = 0.00% = 0005
Yearl 10 E10 000 150 00O - - 150 000 180 D00 1.76% = 0.0 5|
Year 2 11 6B5 610 205 380 - - 205 390 385 380 33E8% = 0.0 %]
fear 3 12632 144 222 027 - - 222027 617 417 48O = 0.0 5|
Yeard 13 655 348 240 011 - - 240011 B57 427 62B% = 0.0 5|
Year 5 14 761 431 259 452 - - 259 452 1116 E79 757% = 0.0 %]
Year & 15957 107 180 467 - - 28D 467 1397 346 B.7E% = 0.0 5|
Year 7 17 2409 633 303 1E5 - - 303 185 1700531 o BEk = 0.0 5|
Year 8 18 646 853 327 743 - - 327 743 2028274 10_BE% = 0.0 %]
Year 9 20157 248 354 250 - - 354 290 2 382 564 11.82% = 0.0 5|
Year 10 21 780 985 382 SEB - - 3E2 088 2 765552 12 69% = 0.0 5|
Year 11 | evest 23554 974 414 010 - - 414 010 3 179 562 13 50% = 0.0 %]
Year 12 25 462 927 447 545 - - 447 545 3 627 106 14.24% = 0.0 5|
Year 13 27525424 483 796 - - 4E3 796 4 110502 14.93% = 0.0 5|
Year 14 29754 984 522 9B3 - - 522 983 4 633 BES 15.57% = 0.0 %]
Year 15 32 165 137 365 345 - - 563 345 5199 230 16.16% = 0.0 %|
Year 16 34770513 611 138 - - 611 138 5 B10 367 16.71% = 0.0 5|
Year 17 37 586 925 G660 640 - - 660 630 6 471 007 17 22% = 0.0 %]
Year 18 40631 466 714 152 - - 714 152 7 185 159 17 68% = 0.0 %|
Year 19 43922 615 771 908 - - 771098 7957157 1B 1% = 0.0 5|
Year 20 47 4E0 346 834 530 - - B34 530 B 701 6R6 1E.52% = 0.0 5|

Fomuseder fetires, L rate

remaing the same, Fousder
Year 21  |and spowse stan making 49 B26 254 90z 127 - - 902 127 9693 BE13 19.46% = 0.Oe |

cash withdrrsak rom

investent inceme
Year 22 52272 11 046 6509 - - 946 699 10 640 512 20_36% = 00|
Year 23 54 B20 828 993 171 - - 993 171 11 633 683 2127% = 0.0 %]
Year 24 57474 791 1041 5586 - - 1041 596 12 675 279 22.05% = 0005
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Table 46 (continued)

Personal estate:
Capital schedule

Income and
Income Tax
schedule

B = column L of

C = column A of

CGT on transfer
schedule

Other taxes -
Taxes on death
schedule

D = column & of

F : cumulative

value of E

H: cumnulative value
of C+D

Year 25 60 236 533 1092021 - - 1092021 13 767 300 22 BE% = 0.0
Year 26 63 108 354 1144 454 - - 1144454 14911734 2363% = 0.00%|
Year 27 66 091 921 1199 450 - - 1155 490 16 111 284 24 3E% = 0.0 |
Year 28 69 1E4 983 1 260 6E4 - - 1260 684 17 371 969 2511% = 0.0
Year 29 72 3BB 738 1323571 - - 1323971 13 695 340 25 B3% = 0.00%|
Death of bousder |l end of
Year 30  |year) - bequesth assets o 61 278 001 1380 392 - 14 426 DOO 15 815 393 34 511332 56.32% 14 426 0DO 23.54%]
i PV O e
Year 31 64 300 964 1161 701 - - 1161701 35 673034 54.97% 14 426 QDO 22 23%)
Year 32 68 732 260 1235076 - - 1235076 36 908 110 53 .70% 14 426 00O 20.99%|
Year 33 72 TFE2 409 1313920 - - 1313929 38 222039 52.57% 14 426 QDO 1982 %
Year 34 77 D64 006 1 386 548 - - 1356048 39 618 SEB 51.41% 14 426 00O 1872 %]
Year 35  |Noewent 81 589 063 1 485 665 - - 1 485 665 41 104 653 50_38% 14 426 DDO 17 6B%
Year 36 BG& 372 72B 1577 B23 - - 1577823 42 GE2 475 40.47% 14 426 QDO 16. 705
Year 37 81428573 1676 164 - - 1676 164 44 358 639 AB 5% 14 426 00O 15. TR
Year 38 96 772 077 1779774 - - 1778774 46 138413 A7 6E% 14 426 DDO 14.91%|
Year 39 102 419 529 1 859002 - - 1 385 002 45027 415 A46.B9% 14 426 QDO 14095
Death ol survivieg spouse
Year 40 m::;lm" 638 EE4 063 21005 144 - 3% 503 075 41 508 219 89 535635 120 98% 53 929 075 TE.29%
heep in ows eslate
Year 41 74 550 930 1221539 - - 1221539 90 757 174 121 74% 53 929 075 72345
Year 42 BOBET 267 1338755 - - 133B755 92 095 920 114.17% 53920 075 66.85%]
Year 43 87 270022 1463 572 - - 1463972 93 559901 107 21% 53929 075 6180
Year 44 94 358 905 1598 119 - - 1558 119 95 158 020 100_B0% 53 929 075 57.13%
Year 45 102 092 555 1746 241 - - 1746241 95 904 261 04.97% 53920 075 52 _B2%|
Year 46 110397 221 1904 589 - - 1 904 589 93 503 850 EO 50% 53929 075 AE_B5%
Year 47 119 362 61B 2074 326 - - 2074 326 100 583 176 B4.5X% 53 929 075 4518 %
Year 48 129042 256 2 256 623 - - 2 256 623 103 139 799 7993% 53920 075 A1 7%
Year 49 139 450 786 2 455 696 - - 2 455 696 105 595 495 75.70% 53929 075 3B.66%
Year 50 (Sabe of all assets by dhildres 137 354 222 2 669 391 13416 251 - 16 085 642 121 681 137 BE 59% 67 345 327 4903 %,
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9.35

Comparison 3a — Trust scenario supporting schedules

Table 47 — Comparison 3a (Trust scenario): Trust 1 capital value

TRUST 1: CAPITAL

annual capital growth:

D = -[Total annual
withdrawals column

C =-[column L of
Trust 1: Income +
me tax schedule)

F: refer G for
explanation

A = column H of
Previous year

B=Ax(1+01) E=A+B+C+D

from Post-retirement

withdrawal schedule)

YearD |Trassteref assets v Trst 1 10 000 D00 10 000 000
Year 1 10 000 000 1000 000 [74 500} - 10925 500 10925 500
Year 2 10 825 500 1092 550 |81 385} - 11936 655 11936 655
Year 3 11 536 655 1193 666 (88 528} - 13 041 302 13041 302
Yeara 13 041 392 1304 139 [105 961) - 12238570 14239 570
Year 5 14 238 570 1423857 [122 562) - 15 540 065 15 540 965
Year & 15 540 963 1554097 [133 763) - 16 961 209 16 961 200
Year 7 16 961 299 1696 130 [155 175) - 15 502 254 1 502 254
Year & 18 502 254 1850225 (180 274) - 20172 206 20 172 206
Year o 20172 206 2017 221 [206 140]) - 21933 286 31083 286
Year 10 21 563 286 2198 329 [224 647) - 23 936 063 33 636 568
B Fcharies’ efectie tan
vear11 |feieeme A 23 956 968 2385 697 [310 308) - 26 042 356 26042 356
yean
Year 12 26 042 356 2 604 236 [344 243) - 25 302 343 2E 302 343
Year 13 25 302 343 2830234 [377 471) B 30735 106 30755 106
Year 14 30 755 106 3075 511 [413 337) - 33417279 33417 279
Year 15 33 417 279 3341728 [452 114) - 36 306 594 35 306 504
Year 16 36 306 594 3 630 689 [544 053] - 30393524 35 393 524
Year 17 39 383 524 3938 352 [583 971) - 42 738 003 42 738 505
Year 18 22 73E 905 2273 801 [647 938) - 26 364 510 45 364 £10
Year 19 26 364 510 2636 451 |70 656 - 50291 635 50291 635
Year 20 50 281 635 5028 164 [777 380) - 54543 419 54543 419
Founder retines, Las rate
feinaif S wame; Founder
Year 21 |and spoase start making 54543 419 5454 342 (918 277) [1 500 0o0) 57 579 453 57 579 483
cash withdrawals fram bean
acoarits (Trust 1)
Year 22 57 578 453 5757043 [575 722) [1 590 oon) 60771 709 50771 709
Year 23 60 771 709 6077 171 {1036 584} [1 685 400) 64 126 536 54 126 B&6
Year 24 64 126 336 6412 639 {1 100 108} [1786 524) 67 652 043 57 632 843
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Table 47 (continued)

D = -{Total annual
withdrawals column
from Post-retirement

withdrawgl schedule)

€ =~{column L of
Trust 1- Income +

B=Ax(l+01) E=A+B+C+D

Income tau schedule)

67 652 943 & 765 204 (1 160 598 [1883 715) 71363 924 71363 524
Year 26 71363 924 7 136382 |1223 953 |Z007 338) 75 208 025 75 200025
Year 27 75 206 025 7 520 502 [1350 813 (2127 778) 75243 235 78243 235
Year 28 79243235 7824324 |1437 254) |2 255 425) 83 474 859 §3 474658
Year 20 83474 850 8 347 486 {1519 170) (2330 772) 87012 a02 §7912 402
|E.uummhnwmurmu
cash reierve
Year 30 _1""“ o e &7 912 402 8791240 (1604 852) (2534 21E) 97 564 572 =R Tt 1 2 el b ot s - 92 564572
Tass on death schdule, columm 4, ¥
30
Year 31 92564572 9156457 (1730 114) [1343 138) 9B 736 778 5 738 778
Year 32 o8 736 778 QE7TIETR |1 661 566 (1423 724) 105 327 366 105 327 366
Year 33 105 327 366 10532 737 |15a4 &30) |1509 147) 112 356 325 112 356 325
Year 34 117 356325 11 235 632 |2 133 182 | 1529 626 115 556 079 119859078
Chrigirenl trad [T 1)
restruchursd for ssch Restructiiring of Trut 1 be form new
Yenr35 [mePets bensfcry (fre 119 §55 079 11 585 508 2 280 837) 1695 67E) 127 865 472 (B5 245 Gag) |Tam £a and 2b 47 622 524

Zamnd 5] -t mnd of year; Distrilute tan thirds of Trus 1 capinal
Surviwing spouss recsina o chidermn
armficieny of Tt 1

Year 36 42 622 824 4 262 282 (778 304 [179741%) 44 309 384 44308 354
Year 37 44305 354 2430538 (B13 512) {1905 264) 46021 445 45021 446
Year 38 46021 235 4602 145 (B4 327) |2 019 5800 47 754 6ES 47 7534 685
Year 38 47 754 683 4 775468 (BE3 392) (2 140 754 45 506 007 48 506 007
Dawth of surviving spouss
(mt sl of e Bemusining
capital i Trust L distributed
2z childl benaficiarie wha
it in s bt vie
ioans

Year 41 - - - - - -
Year 42 - - - - - -
Year 43 - - - - - -
Year 44 - - - - - -
Year 45 - - - - - -
Year 46 - - - - - -
Year 47 - - - - - -
Year 48 - - - - - -
Year 49 - - - - - -

49 506 007 4850 601 {519 833 (2 269 200) 51267 576 (51 267 570) | Feributs massicing st capltl bo -

Year 40 i

Further reatructuring for el
Year 50 |pssscwtion (mis of ol tnuat - - - - - .
msab|
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Table 48 — Comparison 3a (Trust scenario): Trust 2a and 2b combined capital value

TRUST 24 and 2B COMEBINED CAPITAL: (4 beneficiaries in each trust: 2 parents, 2 children)
Anmnual capital growth 1028

€ = -[column L of
Trust 2a and 2b
income + tas

E: refer Ffor
explznation

& = molumn G of

. B=Ax[l=-01)
previous year

YearD |trender of st be Trok 1

Year 1 - - - -
Year 2 - - - -
Year 3 - - - -
Year 4 - - - -
Year 5 - - - -
Year G - - - -
Year T - - - -
Year & - - - -
Year 9 - - - -
Year 10 - - - -
Eanefciaries” offectiv b
e incresse [Trut 1) -

Year 11 (o rtmart dons svarys " - N -

Year 12 - - - -
Year 13 - - - -
Year 14 - - - -
Year 15 - - - -
Year 16 - - - -
Year 17 - - - -
Year 18 - - - -
Year 19 - - - -
Year 20 - - - -

Year 21  |omd spowoe start msking - - - -

Year 22 - - - -
Year 23 - - - -
Year 24 - - - -
Year 25 - - - -
Year 26 - - - -
Year 27 - - - -
Year 28 - - - -
Year 29 - - - -
Dmath of foundar (st and of

Year 30
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Table 48 (continued)

& = oolumn G of
previous year

B=Ax([l+0.1)

€ = -[column Lof
Trust 23 and 2b
income +tax

E: refer F for
explanation

Year 31 - - - - -
Year 32 - - - - -
Year 33 - - - - -
Year 34 - - - - -
gl e [t 1) BT due en Pestructuring reduces intial
[l Rar k! Imu_: e
Yeor3s [l byt - - - - (12 873 833 Refer Trusts 1. Ta and 3b: Other tawes - 72371815
2a mrd T -t ond of pear;
[ ———— LGT + donagions Ta o [rangler schedule,
ficiry of Trnk 1 ‘codumn &, ¥r 35
Year 36 72 371 B15 7237 181 (846 623) 78662 373 78 662 373
Year 37 78 662 373 7 866 237 {1050 826) ES 477 784 85477 784
Year 38 85477 784 E547 778 {1163 310) 02 862 253 92 B62 253
Year 33 92 B62 253 D 286 225 {1304 039) 100 844 435 100 B4£ 439
Remairder o Capinal from Trust § LESS
Dt ol aureng apouss (st \CIET chu oo distribistben
:;-: in Tnat 1 distribnted prns T L Caphul .
Year 40 o child A e 100 544 439 10084 444 11461 973 109 466 910 43419 480 |column F, ¥r 40 152 EB6 369
e LESE O5T: Refeer Trems L 3a and 3h: Cilesr
= tanes < O5T + donationd tis on Trander
sehedaks, ook A, Yr 40
Year 4l 152 BBE 389 15 28E 639 |2 528 244 165 646 T84 165 646 TEA
Year 42 165 646 TEA 16 564 678 12 770014 179 441 449 179441 449
Year 43 179441 449 17 944 145 |3 058 239) 164 3X7 355 194 327 355
Year 44 194 327 355 16 432 735 |3 363 B73) 210 396 217 210 396 217
Year 45 210 396 217 21035 622 |3 BBD 607 227 746 231 227 746 231
Year 46 227 746 231 22 774 623 |2 D38 DOE) 246 482 B4T 246 482 E47
Year 47 246 482 E47 24 64E 285 2411 518) 266 715514 266 719 514
Year 48 266 719 514 26 671 551 |2 B30 B42) 258 560 623 2BE 560 623
Year 49 2BE 560 623 2B B56 D62 |5 277 B4 312 138 B45 312 138 E45
AN aiets i each Rt sold 1 Term new
Narther Pestructuring for 3ed Drusi Sreciures.
Year 50 (persretion b of sl trat 312 138 E45 31 213 BBS |5 756 146) 337 596 584 1337 596 554 | Capital distribation 1o mesw Trusts |not 301 272 956
) dedarted in order 1ot total remalning
wialth s 05T effect of restructuning)
COGT e o Bl s B tiiding edunies
301 272 996 - - 301 272996 [36 323 587) HﬂrTru;.i;,leIh:ﬂlhtrum- 301 272 556

LDET + donations Tax om transler schedule,
\codumn & 1 50

229



Table 49 — Comparison 3a (Trust scenario): Trust 1 income and income tax (excluding CGT)

TRUST 1: INCOME AND INCOME TAX (excl CGT)

Reter Methodology section for assumptions used with respect to effective income tax rates used in tabie below

Columm Lvaluz
transferred to
column C of Toast

A: Copital
[ T« T e [T = T = T * T & [w [T v T 7 T ®« [ v T w ]
¥ri-10: per
- Effective tax
A =Coumn & of c: s a:::—s'q R Yri-3zE/2 %{
Trust 1: Cagpital B=AxDOS Yri-3c=8/4 | D:3sk E=CxD _— a:_nJa ;P:;b# H=FxG W -3n=Ex r.uu!i. E=1xl L=E+H+E M=iL/a)%
r - r=Bf bllg ale J :
schedule Yritd=o I B 23
Yriz-ak=g irage=n Yr 6 - 20:
TR 30.0%
¥ri- %
-
5% Founder S pouss Chilldren [x 2]

Anmusl taxable income generated:

Fear @  |Trerfer of soseia 5o Trat 1
Yemr 10 000 000 500 000 125 000 28.10%| 47 508 129 000 7.2% 5 000 30 000 7% 18 000 74 500 148%
Yeur 2 10925 500 546 273 135 565 38.0% 51 896 136 355 7.2% 9533 173138 71% 18 BEE £1 395 148%
Yemr3 11 936 633 556 533 149 208 38.0% 56 699 145 J0E 7.25% 10 743 9B 416 7% 21485 28 928 14 9%
Year 4 13041 352 632 070 153 017 38.0% 51947 163 017 2.0% 14572 326033 5.0% 29343 105 961 15.3%
Yamr S 143139 570 711979 177 999 38.0% 57638 177 295 10.3% 18 308 EEEEED 10.3% 36 E1E 122 562 17.2%
] 1% 340 965 777 048 154 262 38.0%| 73 820 154 252 10.3% 19 381 IEE 24 10.3% 39962 133 763 17.2%
Yeur 7 15 961 258 B4Z 053 213 ME 38.0% =0 S5EE 282 016 11.7% 24 70 424032 17% 43738 155 175 123%
Yemr 2 18 502 234 923 113 231 I78 38.0% 27 BEE 231 278 13.3% 30 736 L5F 536 13.3% 61592 180 274 19.5%
Year 9 200172 205 1 00€ 510 252 153 38.0% 25 818 232 153 14.6% 36 774 304 303 14.5% 73548 206 140 20.4%
Year 10 242683 285 1055 154 274 794 38.0%) 104 424 274 791 146% 40 076 49 522 14.5% B 151 224 647 20.4%
[ [Mesahdsras seme ax
Year 11 _“m; 23 296 968 1157 248 253 452 38.0%, 113 796 255 452 15.6% 45 TEL HIE 924 25.0% 145 731 310 308 FLE- 1
Yeariz | 25042 336 1302 118 325 529 38.0% 123 700 329 529 17.8% 57 7EZ 551095 23.0% 162 765 344 249 25.4%
Year 13 22302 343 141% 117 353 779 38.0% 134 436 3113 779 12.7% 65 146 FOT 395 FLTE 176 830 IT7 ATL 25 7%
Year 14 30735 105 1537 735 324 439 38.0% 146 087 384 439 19.3% 75 031 768 878 23.0% 192 219 413 337 25.9%
Year 15 33447278 1670 254 447 1€ 38.0% 15g 732 457 716 0.2% 24 524 235432 3.0% 208 858 452 114 27.1%
Year 16 35 306 854 1849 343 4m3 836 38.0% 172 458 493 836 21.9% EEF=T] =07 ET2 ETT-EY 72302 544 059 300k
Year 17 33353 524 1965 576 452 415 38.0% 187 119 452 419 21.6% 111 401 SE4 838 anok 285 451 553 871 02k
Year 18 42 738 905 2 136 343 334 736 38.0% H03 040 534 236 23.3% 124 434 1 058 473 ook 320542 647 9BE 30.3%
Year 19 45 364 810 2318 240 373 360 38.0% 20233 375 350 22.4% 141 627 1139120 3pok 347 735 709 656 30.6%
Year 20 50151 638 2514 322 E2Z 543 38.0%) 38 885 £22 545 25.7% 161 307 1357 250 anok 377187 777 280 30gk
Founder retiss, Ta 19t
T vl pame; Foarder
Year 21 |snd spowms rtart msking 34543 419 2727471 E21 733 38.0% 59081 621793 267% 181 341 1353383 35.0% 477 255 518 277 33 7%
cath withdrywals from laan
vty [Tt 1)
Year 22 37 573 483 2878 574 713 744 38.0% 273503 7L 744 27.6% 153 339 1439487 33.0% 503 820 975 722 33.9%
Year23 £0 771 708 3038 =29 TES B4R 38.0%) 28 GEE 795 546 28.5% 216 176 4 %19 253 35.0% 534752 1036 594 341k
Year 24 £4 125 825 3206 344 2041 386 38.0%| 304 603 Bl 336 29.2% 234 335 1503172 33.0% 561 140 1 100 108 34 3%
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Table 49 (continued)

Annusl taxsble income genersted:

A =Codurmin & of

schedule

= AN 00T

c
Yri-30c=8/4
Wr3ls=0

E=CxD

F:
¥ri-3;c =8/ 42
Yril-3m=8/3

¥re¥-4c=g

il

= per sffective

et rake tabde

H=FxG

E=lnl

L=E+H+E

M=[L/E]%

57 632343 3382647 1631324 1
ear 26 71363524 3362 196 352 043 35.0% 338573 352 043 25.5% 267 018 1 7BA 056 33.0% 577957 1283 %53 36.0%
Year 7 735 206 025 3760451 340113 3505 357 243 340113 30.3% 287 155 1880 116 3505 714 486 1358513 3E.1%
esr 28 73243 235 3562 162 550 240 38.0% 376 205 550 240 3L 1% 308 022 1981 021 3805 752811 L 437 254 36.3%
Year 28 23474 859 2173743 1043 436 IE0% 306 506 1043 436 ILEn 320 654 2086 271 380 733011 1518170 3E.4%
L e 57512402 4357620 1088205 350% 417554 1088205 2ok 352 101 2197 210 35.0% 335 168 1604 552 363%
Vear 31 52364572 2§22 228 - - - 1542743 7% 535775 35S 436 39.05% 1203339 1739114 376
Year3z 25732778 2538838 - - - 1847825 33.1% 577 352 3281253 35.0% 1283 604 18615466 37T
Year3a 107 327 366 =266 368 - - - 179045 33.6% 625375 3310212 35.0% 1363 256 1934 630 37.5%
Year34 117 336 323 SEL7ELG - - - 1872605 33.5% 672 550 3743 211 35.0% 1460632 2133 182 3505
gl e T 1}
rarrruTarad for sach
¥ear35 ;f;m"": 115 595 079 =552 554 - - - 1557651 35.2% 722 665 3595 308 35.0% 1558 168 2280 537 321%
[imi refednn § Lpecssid reTMi e
ey o Trstt 4
Year 36 42 622 B24 2131141 - - - 2131341 3E0% 778 304 - - - 778304 3ET%
Year 37 22305 384 2217488 - - - 2215 258 357 B13 612 - - - 813 512 3675
Year 38 25 021 436 2308072 - - - 2301072 35 BA8 227 - - - Ba8 327 3650
Year 30 47 794 685 2357734 - - - 2387 734 7.0 BE3 252 = - B [TEECr] 3705
Dbty = LN Pt
|3 8nd of ywar]; Remaining
[LRLIT R T
Tearan [*FR o 43 306 007 2473300 - - - 2473300 7% 319 533 - - - 919533 372%
et In e truam v
Er
Yearal - - - - - - - - - - - - -
Yearaz - - - - - - - - - - - - -
Yeards - - - - - - - - - - - - -
Yearad - - - - - - - - - - - - -
Year 45 - - - - - - - - - - - - -
Year 45 B B - - - = - - = - B - =
Year 47 - - - - - = - - = - - - =
Vear 48 - - - - - = - - = - - = =
Vear 48 B B B B - = - - = B B - =
T recrcruring b 0
Wonr 50 |prsrasion s ofal tru - - - - - - - - - - - - -
Jausni]
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TRUSTS 2a and 2b: INCOME AMD INCOME TAX [exd CGT)

Tear 0

Table 50 — Comparison 3a (Trust scenario): Trust 2a and 2b combined income and income tax (excluding CGT)

A =Codumn & of
Trust 2a ard 2h
comitrined:

Capital
schaidule

Refer Bethodology section for assumptions used with respect to effective income tax rates used in table below

I

¥r3g-S0c=8,2| per effectve tax

rate tabde

Column L value
transfemrmed to
column C of Trust
2n and b
combined: Capital
schedule

Annusl taxsble income gen=rated:

Tramrfer =f aniets e Trae 1

Founders [x2]

Children [2x 2 =4}

Year 1

- - - ook

- ook

Year 2

- - - ook

- [T

Vear 3

- - - ook

- ook

Year 4

- - - ook

- (1

Year 5

- - - 00%

- 00%

Vear &

- - - ook

- ook

Year 7

- - - 0o¥%

- ook

Wear 8

- - - ook

- ook

Year 9

- - - ook

- ook

Year 10

Wear 11

- - - ook

- ook

3t incresiaa (Trart L) -

- - - ook

- ook

Year 12

- - - ook

- o0k

Year 13

- - - ook

- ook

Year 14

- - - ook

- (1

Year 15

- - - 00%

- 00%

Year 16

- - - ook

- ook

Wear 17

- - - ook

- [T

Year 18

- - - ook

- ook

Year 13

- - - ook

- ook

Year 20

- - - ook

- ook

Wear 21

Freandsr It tun rate
rTH N e EaTe Foarder
ared EpCLS T MAEING -
carh withadrywads trom loan
scccunts [Tran L)

- - - ook

- ook

Year 22

- - - ook

- ook

Year 23

- - - ook

- ook

Year 24

- - - ook

- ook
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Table 50 (co

Annusl taable income generate

ntinued)

combined:

Capitsl
schaciuke

A =Codumn & of
Trust 2a and 2b

¥r3e-Jc=8,/2

I

per effective tan

rate tabds

L=E+H+TEK

M=[LfE]%

Founders [22]

Year 26 - - - - - - ook - - ook - - -
Year 27 - - - - - - ook - - ook - - -
Year2g - - - - - - [ - - [ - - -
Year 23 - - - - - - o.0% - - o.0% - - -
Veargp [ meme_s - - - - - - ook - - ook - - -
Year31 - - - - - - ook - - ook - - -
Year 32 - - - - - - ook - - ook - - -
Year33 - - - - - - ook - - ook - - -
Year34 - - - - - - [ - - [ - - -
Originsl et (Trare 1)
P tructured Sor sach
ssparms barscary Trare
Wenras | g - mtmmd e - . - - - - ook - - ook - - -
Surviving tpo s mmaden
it Pt by =F Treans 1
Year 35 72 371 B13 3 618351 504 645 33.0% 352 813 S04 645 219% 197 537 1 805 293 219% 395 574 946 623 26.2%
Year 37 TE 562 373 33334485 583280 33.0% 353 473 2H3 280 225% 222 449 1565 995 225% 444 558 1 050 826 6.7
Year 38 B3 477 784 4273 B85 1068 472 33.0% 416 704 1068 472 23.3% 248 269 2135 543 23.3% 497 737 1153 310 7.2%
Year3s 52 E62 233 4543 113 1 160 778 33.0% 452 703 1160 778 24.4% 283 779 2311 356 24.4% 567 557 1304039 18.1%
Cwmth o Iurviving IpoEns
at sad =f yeart Asmaining
capkal in Tt Ldinribaned
Yeardn 285 — 400 244 435 5042223 1 260 955 33.0% 451 617 1260 933 3.7% 323 452 2921 144 3.7% B4E 304 1451973 9.0%
reireEt B e IR i
cara
Year 41 132 2B6 353 7584319 1511 020 33.0% 745 321 1311 080 311% 534 308 3 822 160 311%|  118z815 2528 244 33.1%
Yeardz 163 545 T84 £ 182339 2070 355 33.0% 207 528 1070 383 31 5% 654 162 4141 170 31E%| 1308324 2770014 33.4%
Year 43 173 441 443 E3T2072 T 243 018 33.0% 874 777 2243 M5 324% 727 821 4485 036 324%( 1455881 3 0SB 239 34.1%
Year 44 154 327 333 ERCE] 425052 33.0% 547 346 2429 052 333N BOS 509 4 B35 184 333%| 1611018 3353 §73 34.6%
Year 45 240 386 247 10 315 844 I E25 553 33.0%( 1025682 1525 593 33.8% BET 575 3 2% 509 338%| 1775 s0 3 659 607 35.4%
Year 45 227 746 231 11 387 312 I B4E BIE 33.0%| 1110263 1245 528 34.3% 875 515 1653 B3 343%( 1951530 4 03B DOE 35.9%
Year 47 245 282 B4 12 324 142 3 084 036 35.0%| 1201604 3 081 035 34.7%| 1070005 £ 162 071 34.7%| 2140009 4311 618 35.8%
Yeardg 266718 514 13 339578 3333584 33.0%( 1300258 3333 554 353%| 1176861 £ 67 BB 353%| 23537E3 4 830 B42 36.2%
Year 43 2EE 360 623 14 428 031 3 607 DOE 33.0%| 1406733 3 507 00E 33.5%| 1230369 7214 16 33.5%| z2sso7e 5 277 84D 36.6%
Furshar merscening for Ird
Year50 |mwracrtion sab of ol tun 312138 B4 1% 506 542 3901736 39.0%| 1521677 3901735 362%( 1411490 7 E03 471 362%| 2822380 5 756 146 36.5%
|asiasp
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Table 51 — Comparison 3a (Trust scenario): Other taxes — CGT and donations tax on transfers and disposals

TRUST 1, 2a and 2b: OTHER TAXES (CGT and Estate duty] - CGT and donations tax on transfers and disposals

Yeor @

Trasrariar of dma s Traer 1

Annual exemption snd indusion %:

40 Do

40%

2733 520

10 00 D00

3000 000

CGT on transfer

Year 35

Oty truss [Truet 1
rerrimured for sk h asparets
sty [Tt 2m aad 2] -
at wid o mar
Surdvlng tp s rerising
sty af True L

12873833

12 873 833

42 E22 B34

3333333

41.0%

- LET oo e o sty to Trt 1.

- 2 et and Frocesds s per sterting paremeter
3B.0% |amurntions

- Income fan rabs sguab smurrplicn for ncome S of

Funder il skt o st

- CGT on datribution of 2 fied of Trust 1 axah B0 2
childran (13 aach) 1o set up own tnat (Trob s end
£

- Baim ezt equals 103 of Initisl Ssnding in T 0.

- Procesds squak half of trust capRal distribabed par
Trust 1: Caplal schadule, column F, ras

- Bamimes maaimum inome Gee rate due b eddilona|
Licabie Incomae.

Year 40

Ceath of mwrviving ipouss jn
el of year]: Seruning caphal
I Truen 1 cheristes no child
batrerl i o et TS 0
et ELAEE v

7 B43 096

7848096

23 E33TEs

1566 BET

41.0%

- OGT on diatribution of remainder of Trust L soets b 2
children (1 /2 auch) to ba wcid to ot [Tresb 2mand
E

- B c=ait equals 103 of initial Sending in Tear O divided
by 2 [par child),

- Procemds equabi half of trust capRal distribubed par
Trusl 1: Capital schedulm column F &0

- Aasuma manimum inmeme e rabe due be sSdR onal
Licabis Income.

Year 50

Furchr meructurisg far Sed
geraratios s of sl o

36 323 587

42 155 373

14473812

41.0%

- OGT on distribution of sl trust amerts in Troat Za end
2 for reatrucharing of tnats.

- B c=vit eguals inftal funding into Trodbs 2eand 3h in
ymar 36 plun addtioral funding tramifecred in &0
divizied by E bereficiaries (2 famin of 2 peozie sach)
asddl wabun bn Trosl 2o and I5: CaoBal ehedule clumnd,
'fr 38 ared vabsm in Trusd 20 and 2bc Capflel scheduls
edumn E, ¥ 40; divide sum by a

- Proceedy equab Truk 2 ard 3b: Cacitel scheeduls,
esdumn O, ¥r 50 divided by B

- Aamirme masimum inme 2aa rete due o eddiional
Laxable ncome.

Feor @

Trarariar of smserty oo Traer 1

Annusl

fres of d

Donations tax on transfer

Vahe o denatlon el
reartet wilue of eset e

1o bt
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Table 52 — Comparison 3a (Trust scenario): Other taxes — Taxes on death

TRUST 1, 2a and 2b: OTHER TAXES (CGT and Estate duty) - Taxes on death

Dutiable estate value at which higher estate duty % levied:

5 44 abatement and estate duty %

0%

G =0.2 and on
portion above
15000000 apply

0.25

- e Estate duty on loan sccownt to Trust 1
Year 30 '_E "': e - - 6513 223 (6513 223) - 20.0% - Refer Trust 1 loan sccounts [founder)
|schedube. Column F, Yr 30
Ceeath of survivieg spouse [
sl of year) Remnaning
capital s Trusn 1 desribured Ho esiate duty on loan sccount to Trust 1
L T —— B - B - 20.0% im0 lomn account left)
reEifTvEsL in mew Tt via
loans
Annual exemption and inclusion %: 300 000 40%
I=lxOxNx(K-L-M)] I refer P K: refer p L: refer P = 300000 N=04 o: rafar p P
Ko OST o loan accownt [donatio morhs
cOwsD or base cost = prooesds)
yoagrgp |Ceof fousder fat end of Payment of estate duty froemn trust asset
Ll . alzo asrumed to e from cash reseraes
therefore no additional CET cue to
disposal
DCieath of survivieg spouse (a1
inad of yeai ) Remaning
capital im Trust 1 distribunes o CST on loan sccownt [gonatio morhs
Yearal (o © ae - o - cowsg ]
reifTvEst in mew TSt via
bans
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Table 53 — Comparison 3a (Trust scenario): Trust 1 loan account — founder

TRUST 1: LOAN ACCOUNT: Founder

annual donation free of donations tax:

D = Founder's
annual withdrawals
from Post-

retirement
withdrawal

and income tax
schedule

F=A+B+C+D+
E = miax 100000 E G:refer H
schedule

L0H0 e

1= Column E of

Trust 1: Capital
schedule

YoarD |Trusdfer of ssets 1o Trest 1 10 000 000 10 000 000 100%
Year1 10 000 000 125 000 47 500) - {100 000) 8 077 500 10925 500 91%|
Year2 5 877 500 136 560 51 208 - 1200 D00} 5062 173 11036 655 3%
Year3 5862173 140 208 B - 1200 D00} 5 054 6a2 13 041302 76%
Yeard 5 054 682 163 017 61047 - 1200 D00} 5 055 752 14230570 705
Years 5 855 752 177 995 67 638 - 1200 D00} 5 066 109 15 540 065 51%
Year& 5 066 100 104 262 73 820 - 1200 D00} 5 086 552 16 061 200 505
Year7 5 986 552 22018 |20 566) - 1200 D00} 10 018 02 18 502 254 545
Year & 10018 002 231278 |27 528 - 1200 D00} 10 061 354 20172 206 505
Yearg 10 061 384 252 153 |25 818 - 1200 D00} 10 117 720 21083 286 25%
Year 10 10117 729 274791 {104 421) - 1200 D00} 10 188 099 23 056 068 23%
Benefiiardin’ effeodive tax
vear1p [T et 10 188 009 200 252 {113 79 - {100 000 10 273 786 26 042 356 0%
e
Year 12 10273 766 325 528 {123 700 - 1100 DoG) 10 375 504 2g 302383 %
Year 13 10375 584 353 778 (134 438) - {100 D00} 10 204 937 30 755 106 245
Year 14 10434037 384438 (125 027 N {100 Do) 10 633 280 33217270 2%
Year 15 10633 289 217 716 (158 732) N {100 Do) 10 792 273 36 306 204 205
Year 16 10792273 53338 (172 433) N {100 Do) 10 073 652 38303524 5%
Year 17 10973 652 202 418 |187 119) N {100 000 11 178 951 42 738805 26%
Year 12 11 173051 534236 {202 010 N {100 000 11 210178 46 264810 255
Year 19 11 410178 570 560 {220 233) N {100 000 11 668 505 50 201635 2%
Year 20 11 669 505 528 645 |238 233 N {100 000 11 05 265 54543410 %
Founder retires, Bax rate
remans the same; Founder
I PR ————— 11 959 265 681793 {259 021 (750 000} {100 D00} 11 531 977 57 570483 20%
iy it Bl froen loan
oozt [Trust 1)
Year 22 11 531 077 710 744 1273 503) [795 D00} 1200 00a) 11 083 218 50771700 18%
Year 23 11 a3 218 750 645 {288 686 (242 700} 1200 Do) 10 611 490 £4 126 886 17%
Year 24 10 611 499 801 538 {304 603) 293 262} 1200 Do) 10 115 220 67 652043 155
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Table 53 (continued)

Year 25

D = Founder's
annual withdrawals

B = Calumn C of C = Columan E of

| = Cal E of
& = columin Fof |Trust 1: lncome and | Trust 1- Income from Post- e .
. - - . Trust 1: Capital
previous year inCome tex and inocome tax retirement

schedule

schedule withdrawal

schedule

10115 220 £45 g62 321 351) (946 B58) 9592673 71363 924

(100 000

Year 26

8582673 S52 045 338 575 [1 D03 66D) | 100 000) 92074 75 208 025

Year 27

S0a2074 240113 357 243) [1 063 EBY) 1100 000) S4s51054 79 243 235

Year 28

S461 054 950 540 (376 405) [1 127 723) | 100 000) 7 B4T 467 BE3474 838

Year 29

BRI

T BAT 467 1043 436 |396 506) [1 155 3B6) 7 195041 B7 512 a0z

(100 000)

Year 30

Dwnth of founder iaf end of

Fenaudan bagosaths
loian oot 1o
Tiesit 1

71959041 1098 205 417 384 [1 267 109) {100 000 6513223 6313 223) 592 564 372

Year 31

Year 32

Year 33

Year 34

Year 35

Cripinal ket (Tre 1]
restructured for sach
asgants Benefidery (Trat
2a mnd 28] - 0% end od pear;
Sundein g Ipo LS rETEn
banaficdery of Trust 1

Year 36

Yenr 37

Year 38

Year39

Year 40

wrd of ywar; Bemaining
cagial I Tt 1 Strristes
2z child baraticlarian wha
reirveat n new tnot e
losna

Danth of mrdving ipcus (st

Year 41

Yeor 42

Year 43

Yeor 44

Year 45

Year 46

Year 47

Year 48

Year 49

Year 50

Further matroctucing for 3rd
pscarabicn (s of ul tnut

.
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Table 54 — Comparison 3a (Trust scenario): Trust 1 loan account — spouse

TRUST 1: LOAN ACCOUNT: Spouse

annual donation free of donations tax: 1040 DD

B = Column Fof | C=ColumnH of D = Spouse’s annual

I = Column E of
& = column F of | Trust 4: income | Trust 1: Income and | withdrawals from Post .
) - - . . F=A+B+C+D+E G:refer H Trust 1: Capital
previous year | and income tax income tax retirement withdrawal hedule

schedule schedule schedule

Yeor |Trasber of aasets 1o Treat 1 - 10 DOO D00 O
Year 1 - 125 000 {9 D00} - (100 04000 16 Q00 10 925 500 0%
Year 2 16 000 136 569 {9 833} - (100 0400 42 736 11 936 655 0%
Year 3 42 736 149 208 {10 743) - {100 000) 81201 13 041 392 1%
Year 4 81201 163 017 {14 672) - {100 000) 129 547 14 239 570 1%
Year 5 129 547 177 995 {18 308) - {100 000) 189 233 15 540 965 1%
Year 6 189 233 194 262 (19 3E1) - {100 000) 263 514 16 951 299 2%
Year 7 263514 212 016 {24 870) - {100 000) 350 661 18 502 254 2%
Year B 350 661 231278 {30 726) - {100 000) 451 143 20 172 206 2%
Year 9 451143 252 153 {36 774) - {100 000) 566 522 21983 286 3%
Year 10 566 522 74 7ol {40 076} - (100 0:00] 701 237 23 956 968 Er
Bencfiiarie oflpthee tax
L ST i— 701237 290 452 {45 7E1) - {100 000 853918 26042 356 3%
ey
ear 12 B33 918 325 529 {57 7TB3) - (1040 0400 1021 665 28 302 343 A%
Year 13 1021 665 353 779 |66 146) - {100 000) 1209 298 30 755 106 2%
Year 14 1209 298 384 439 {75031 - {100 000) 1418 706 33417 279 2%
Year 15 1 418 706 417 716 {84 524) - {100 000) 1651 898 36 306 394 5%
Year 16 1 651 598 453 836 |99 253 - {100 000) 1906 435 30 393 524 5%
Year 17 1 906 435 492 419 (111 401) - {100 000) 2 187 453 42 738 905 5%
Year 18 2 187 453 534 236 (124 434) - {100 000) 2497 255 46 354 310 5%
Year 18 2 497 255 579 560 (141 687) - {100 000) 2 B35 129 50 291 635 5%
Year 20 2 B35120 G62E 645 (161 307) - (100 000) 3 202 467 54 543 419 5%
Founder retines, tax rabe
remains the same; Foundes
Year 21 |asdsscuse start making 3 202 467 6E1 793 (181 941) (750 000 {100 000) 2 852 318 57 579 483 5%
ity wiLbwdrieali froen loan
ezt 2)
Year 22 2 852 318 719 744 [1%E 399) (725 000 {100 000) 2 478 663 60 771 709 &%
Year 23 2 478 663 750 646 {216 176) [E42 7OO) {100 000) 2070 433 54 126 886 B
Year 24 2079433 801 586 (234 305) [B93 262) (1040 04040 1653 362 67 652 943 25
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Table 54 (continued)

B = Column F of
& = column F of | Trust1: Income

C = Column H of D = Spouse’s annual
Trust 1: Income and | withdrawals from Post

I'=Column E of

Trust 1: Capitsl
schedule

E=max 100000 | F=A+B+C+D+E

previous year | and inoome tax income tax retirement withdrawal

schedule schedule

Year 25 1 653 362 845 662 [247 283) {845 B58) [100 000] 1204 883 71363 024 %
Year 26 1204 883 202 048 [267 D1E) {1 003 669) (100 000) 726 245 75 209 025 1%
Year 27 716245 240 113 [287 185) {1 063 889) [100 000) 215 264 70243 235 0%
Year 28 215284 900 540 [308 D38} 11127 723) - - 83 474 £59 0%
¥ear 29 - 11043 436 [325 654) {1 185 3B6) - - E7 912 402 0%
Year 30 ::I’“’""""‘"""""' . 1098 505 [352 104) [1 267 109) - . 92 564 572 0%
Year 31 - 1541743 [535 775) 11343 136) - - OE 73E 778 0%
Yeor 32 - 1 645 645 [577 962) {1423 7249) - - 105 327 366 0%
Year 33 - 1755 455 {625 375) 11500 147) - - 117 356 325 0%
Year 34 - 1872 605 [672 550} 11 559 636) - - 118 858 079 0%
Crigiraa] trut {Trust 1)
restrucbaed for ssch
Year 35 :.'.I‘;,TZ':T,.T - 1997 651 [722 668} {1 665 675) - - 127 B6E 472 0%
Suretang apous remaim
anadiclary of Trus 1
Year 36 - 2131141 [77E 304) {1 797 419) - - 44 300 384 0%
Year 37 - 2 215 469 [813 613} 11 905 264) - - 46021 445 0%
Year 38 - 2301072 (840 327) |2 019 580) - - 47 754 685 G
Year 30 - 2387734 [883 302} 12 140 754) - - 40 506 D07 0%
Daath of sureieing spcese ok
ared of ywarl; Bmraining enths
Year 40 :‘::":“:h‘m - 2 475 300 [91% E33) {2 269 200) - - - mﬁm 51 267 576 0%
ruirrenst in new brusts Wa Trusti
loanms
Year 41 - - - - - -
Year 42 - - - - - -
Year 43 - - - - - -
Year 44 - - - - - -
Year 45 - - - - - -
¥ear 46 - - - - - -
Year 47 - - - - - -
Year 48 - - - - - -
Year 49 - - - - - -
Turthar ratruchunng Sor Sed
Year 50 |penerstion (asie of el tnns - - - - - -
I___.|
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Table 55 — Comparison 3a (Trust scenario): Trust summary calculated using capital year-end values BEFORE year-end adjustments

TRUSTS - SUMMARY (using capital year-end values before year-end adjustments)

WALUES PRESENTED IN CHARTS

F = oolumn & of

E = column L of
Trust 2a and 2h: Trusmsl daand Trusts 1, 25 and
Zb: Other taves -

B = Column D of D' = column L of

Trust 2a and 2h: Trust 1:- Income

& = Column E of K: cumulative

st 1: Capi . . -
Truzt L Capital Combined and Income Tax heame and CGT = donations value of F+
scheduls c —t h . hedul Income Tax : o—— Tames on death &
apital schedule 5ol ule - . ax on transfer | — - -
= schedule - schedule

schedule

Year 0 |Transter of ssets g Trst 1 10 000 000 - 10 000 000 - - 1733620 - 2733520 2733020 27.34%| 2733920 27.34%
Year 1 10 525 500 B 10 525 500 74 500 - - - 74 500 2 H0E 420 25.71%| 2733920 25.00%
Year2 11 036 655 - 11 036 655 £1385 - - - 81305 1 EE0E1S 411%) 2733920 22.00%
Year 3 13 041 392 - 13 041 392 &8 028 - - - 88928 2978 743 2281%| 2733920 20.96%
Yeard 14230570 B 14 230570 105 961 - - - 105 061 3084 704 1166%| 2733920 10.20%
Year 5 15 540 865 - 15 540 865 122 562 - - - 122 562 3 207 266 20.54%| 2733920 17.59%
Year b 16 061 290 - 16 061 290 133 763 - - - 133 763 3341030 1070%| 2733920 16.12%
Year 7 15 502 254 - 15 502 254 155 175 - - - 155 175 3 496 204 1290%| 2733920 14.78%
Year 8 20 172 206 - 20 172 206 160 274 - - - 180 274 3676 478 18.23%] 2733000 13.55%
Year 3 715983 285 - 71983 285 206 140 - - - 206 140 3852 618 17.66%| 2733920 12.44%
Vear 1D 13 036 0aB B 13 056 068 224 647 - - - 124 647 4107 265 17.13%| 2733920 11.41%
Barafciariem’ sfective tax
Yemrqq ([Mtlerasess i) 26042 356 - 26 047 356 310 308 - - - 310308 4417573 1696%| 2733920 10.50%
=i jumtmant Sora avery 8
it
Year 12 2E 302 343 B 2E 302 343 344 240 - - - 344 248 4761822 1682%| 2733920 9.66%
Year 13 30 755 106 - 30 755 106 377471 - - - 377471 5130703 1671%] 2733020 5.80%
Year 14 33417279 - 33 417 279 413 337 - - - 413 337 5552 631 1662%| 2733920 5.18%
Year 15 36 306 604 B 36 306 604 452114 - - - 452 114 6004 745 1654%| 27339020 7.53%
Year 16 30 393 524 - 30 393 524 544 059 - - - 544 (159 6 548 BO3 16.52%| 2733920 6.94%
Vear 17 43 738 005 - 43 738 005 503 971 - - - 503 071 7142 775 1671%| 2733920 5.AD%
Year 1B 45 364 510 - 45 364 610 647 956 - - - 647 586 7790 761 16.80%| 2733920 5.90%
Year 10 50 201 635 - 50 201 635 70D 656 - - - 708 656 £ 500 416 16.00%] 273zo10 5.44%
Year 20 54 543 419 - 54 543 419 777 380 - - - 777 380 9277 796 17.01%| 2733920 5.00%
Founder retina, tas e
remaim e sema; Founder
Year 21 e spouns stact making 57570483 - 57 570 483 918 277 - - - O1E 177 10196 073 17.71%| 2733920 475%
cash withdrawsh from loan
wcrourh (Truat 1)
Vear 22 &0 771 709 B 60 771 709 975 722 - - - 575 722 11171796 1838%| 2733920 150%
Year 23 64 126 £35 - 54 126 £85 1036584 - - - 1036 594 12 205 330 19.04%| 2733920 4.26%
Vear 24 67 652043 - 57 652 043 1100 108 - - - 1100 108 13 308 498 1067%| 2733020 4.04%
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Table 55 (continued)

schedule

Income Tax
schedule

F = column A of
Trest=1, 22 and
2

71363924 71363 524 1 160 598 1 160 558 14 455 085 21733920
Yeur 26 75 209025 - 75 209005 1203 953 - - 1283 953 15 753048 20.95%| 2733920 3.60%
Yenr 27 76243235 - 78243 235 1350 913 - - 1358913 17 111 962 7150%| 2733820
Year 28 B3 474859 - B3 474659 1437 754 - - 1437254 15 5498 217 2227%| 2733920
Yenr 29 B7 912 a02 - B7 912 402 1515 170 - - 1515 170 20 068 367 2253%| 2733920
Year 30 '::""“""' L 92 564 572 - 52 564.572 1 604 852 - - 1 604 852 21673239 23.81%| 2733920
Yemr 31 9E 738 778 - 58 738 778 1736 114 - - 1730114 73417 354 73.71%| 2733920
Yenr 32 105 327 366 - 105 327 366 1 561 566 - - 1 561 566 15 173820 2400%| 2733920
Year33 112 356 325 - 112 356 325 1594 630 - - 1934630 27 266 551 2427%| 2733920
Year 34 119 850079 - 119 859079 2133182 - - 2133182 20401733 2453%| 2733920
Cirigiraa frt: (Trust 1)
merTuctured for sach
Year 35 ;‘:_"‘;_‘:“‘_:L"’: 127 B6E 472 - 127 B6B 472 2 2B0E3T - 12 673 633 15 154 670 44 556 403 34.85%| 15607753
Suretying HpouUs rermaing
o resicimrp of Trust 1
Yeur 36 41309 384 TE662373 | 122971757 776 304 945 523 - 1724937 46 281 330 3764%| 15607753
Yenr 37 46021445 B5477 784 | 131489331 E13 612 1050 826 - 1864438 4E 145 768 36.61%| 15607 753 11.87%
Year 36 47 754 6B5 01062253 | 140616538 B49 327 1163 310 - 1012637 50 156 405 35.67%| 15607 753 11 107
Year39 43506007 | 100844439 | 150350446 £83 392 1304 039 - 218743 52345835 2482%| 15607753
Dawth: of sursiving 1pouss it |
& rdd of pear; Remairing
Fearag [P T 51 267 576 109466510 | 160734485 515 533 1461973 7 B4R 096 10 229 902 62575737 36.93%| 23455849
MEITERE IF e TLETI
o
Yemr 41 - 165 646 784 | 165 646 784 - 2525 244 - 2528 244 &5 103 961 30,308 23455840 14, 16%
Year 42 E 179441449 | 179441449 - 2770014 - 2 770014 67 873995 37.83%| 23455849 13.07%
Year 43 - 184327355 | 184327355 - 3058 239 - 3056230 70932 234 36.50%| 23455840 12.07%
Yeur 44 E 210396 217 | 210386 217 B 3363 073 - 3363673 74 796 107 35.31%| 234555849 11 15%]
Year 45 - 237746231 | 227 146231 - 3 588 607 - 3 685 607 77 985 715 3474%| 23455849 10,305
Yeur 36 B 246482 B47 | 246482 B47 - 4035 008 - 4038 008 82023722 3320%| 23455849 5%
Yenr 47 - 266719514 | 266719514 - 4411 618 - 4411618 56435 340 3241%| 23455849 B.7%%
Year 48 - 265560623 | 268560623 - 4 530842 - 4 530842 91 266 162 3163%| 23455840 B.13%
Yenr 25 E 312138645 | 312 138645 B 5 277 840 - 5 277 540 96 549 022 30.93%| 23455 549 751%
Furthesr recbrectoring for 3rd
Yeur 50 PR - 337506584 | 337586580 - 5 756 146 35 323 587 2079732 | 138623756 4106%| 58779436
o)
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9.3.6

Comparison 3a — Personal estate scenario supporting schedules

Table 56 — Comparison 3a (Personal estate scenario): Capital value
PERSOMAL ESTATE: ESTATE VALUE

Annual capital grow

A = cofumin H of
Previous year

10%

B=Ax({1+0.1)

C =-{column L of
Personal estate:

Incomie + Income

tax schedule)

[ = -{Total annual
withdrawals column
from Post-retirement

withdrawal schedule

o G

Yearg |Mcoeiskeptinperssas 10 000 000 10 000 000
Year 1 10 000 000 1000000 (150 000) - 10 810 000 10 810000
Year 2 10 810 000 1081000 (205 320) - 11 685 610 11 635 610
Year 3 11 685 610 1168561 (222 027) - 17632 144 12632 184
Year 4 17632 144 1263214 [240011) - 13 655 348 13 655 348
Year 5 13 655 348 1365535 (253 452) - 14761 431 14761431
Year & 14761431 1476143 (280 467) - 15 957 107 15 957 107
Year 7 15957 107 1595711 (303 185) - 17 249 633 17249633
Year & 17 249 633 1724963 (377 743) - 18 646 853 18 696 853
Year 9 12 646 853 1864 685 (354 220) - 20 157 248 20 157 248
Year 10 20157 248 2015735 (382 9gg) - 71789 985 271739985
Year 11 |noevent 21789 985 2178999 (414 010) - 13554974 73554974
Year 12 23554974 2355497 [447 545) - 75462 97 75 462927
Year 13 35 462 927 2546293 (483 736) - I7525 424 77525424
Year 14 27525 424 2752542 (522 983) - 79754 984 29 754 984
Year 15 29754 984 2975498 [565 345) - 32 165 137 32 165 137
Year 16 32165 137 3216514 (611 138) - 34770513 34770513
Year 17 34770513 3477051 (650 640) - 37 586 925 37536925
Year 18 37 586 935 3758692 [714152) - 40 631 466 20631 265
Year 19 40 631 466 4063 147 (771 928) - 43922 615 43922615
Year 20 43922 615 4332 261 (834 530) - 47 480 396 47 480346

remaine the same; Foundar
Year 21 [snd spouse start making 47 480 345 4748035 (902 127) {1 500000) 43 826 754 29826 254

cash withalrawels from

rvestment income
Year 22 49 826 754 4582635 (946 629) {1 550000 51272 181 52272181
Year 23 52272 181 5 377218 (993 171) {1 685 400) 54 320 828 54 820828
Year 24 54 320 528 5 432 083 {1041 536) [1786524) 57474 791 57474791
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Table 56 (continued)

A = column H of
previous year

B=Ax[l:01)

C =-{oolumn L of
Personal estabe:

Income £ Income

tan schedule)

D= -[Total ammual
withdrawals column
from Post-retirement

withdrawal schedules|

57 474 781 5 747 479 {1092 021} {1 893 715} 60 236 533 60 235 533
Year 26 60 236 533 6 023 653 {1 144 254 {2 007 338 63 108 354 63 106 354
Year 27 63 108 354 6 310835 |1 193 250)| {2 127 779 66 091 521 66 051 521
Year 28 65001 921 £ 608 152 {1 260 5B {2 255 445 69 184 083 69 164 533
Year 23 69 154 963 & 91 £33 {1323 971} {2 330 772 72 388 736 72 368 738
Reduced by estabe duby and OGT|
duz on desth of Pounder [
Daath of foundar (et end of -
Year 30 |veer) - bessth msets tn 72 386 738 T23EETA {1 320 302 {2534 718 75 704 001 826 000) e Chbar 61 278 001
R fmnes - Temes on death schedule,
oolumni A, Yr 30
Year 31 61 278 DL 6 127 500 {1 161 701} {1343 138 £4 500 564 £4 500 554
Year 32 £4 900 964 £ 490036 {1 235 078} {1423 722 68 732 260 68 732 260
Year 33 68732 260 £ 873 226 {1 313 029 {1 500 147} 72 782 400 72 762 409
Year 34 72782 209 7278241 {1 305 04 {1 559 535 77 064 D06 77 DEL D06
Year 35 [neavem 77 064 006 7 706 201 {1 485 665} {1 695 678 E1 589 063 B1 569 063
Year 36 51585 063 E 15E 906 {1577 823} {1757 213 B6 372 725 B6 372 728
Year 37 85372 728 E 637273 {1 676 164 {1 905 254 D1 428 573 D1 423573
Year 38 91426573 % 147 857 {1779 774 {2 049 580 86 772 077 86 772 077
Year 39 96 772077 % 677 208 {1 833 D02} {2 140 752) 102 419 529 102 £19 529
— e
Year 40 ':L"::"M 102 419529 10 241 053 {2 005 144) {2 260 200} 108 387 137 {39 503 075 seter Serzonsl ecimte: Cehar 68 BB4 D63
Year 41 6B BE4 D63 & BEE 206 {1221 539) - 74550 530 74550 530
Year 42 74550 930 7 455053 {1 338 755 - BD 667 267 B 667 267
Year 43 B0 667 267 E 066 727 {1 463 972) - B7 270022 B7 270022
Year 44 57 270022 E 727 002 {1538 113 - 54 395 005 54 358 505
Year 45 04 308 005 0430 801 {1 746 241} - 102 092 555 102 02 555
Year 45 102 092 555 10 200 255 {1 904 569 - 110 307 221 110307 221
Year 47 110397 221 11039722 {2 074 326} - 119 362 618 119 362 618
Year 48 118 362 618 11 936 262 {2 256 623 - 129 147 756 129 047 256
Year 49 120043 756 17 004 225 {2 455 606}, - 130 200 786 138 200 785
Reduced by OGT &= result of salke
Vear 50 |sab of all assets by childenn 130400 786 13 940079 {2 663 301 - 150 770 474 {13 416 251) :::—'m e "m 137 354 223
olumn A, Yr 30
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Table 57 — Comparison 3a (Personal estate scenario): Income and income tax (excluding CGT)

Annual taxabie income genemted:

Codumn L valus

transterred to
PERSOMAL ESTATE: INCOME AMD INCOME TAX [exd CGT) Refer Methodology secticn for assumptions used with respect to effective income tax rates used in table belc  cobamn C of

Parconsl actata:
Capital scheduls

A =Codumn A of
Farsonal mstete:
Capital schedule

L=E+HEEK M=[L/B]%

mate ksbie
Eives highar
smoaunt

Feard

Yeari 10 000 000 300 000 300 000 38.0%| 190000 - 0.0% - - 0.0% - 190 000 38.0%
Year2 10 10 000 340 300 340 300 3E.0%| 205380 - 0.0% - - 0.0% - 05 350 38.0%
Year3 11 8% 610 554 281 584 281 3z.0%| 222027 - 0.0% - - 0.0% - 222027 38.0%
Yeard 12 £32 144 E31 607 531507 32.0%| 240011 - 0.0% - - 0.0% - 40011 38.0%
Years 13 £95 348 EE2TET EE1TET 32.0%| 259452 - 0.0% - - 0.0% - 59452 38.0%
Yearg 14 7E4 431 TIEOTZ 738072 32.0%| 280467 - 0.0% - - 0.0% - ZBO 5T 38.0%
Year? 1% 537 107 TH7 B9 757 299 32.0%| 303185 - 0.0% - - 0.0% - 303 155 38.0%
Yearg 17 2439 633 B2 482 BEZ 482 3z0%| 327743 - 0.0% - - 0.0% - 327743 38.0%
Yeard 18 545 833 532 343 932 343 35.0%| 354290 - 0.0% - - 0.0% - 354230 38.0%
Vear 10 20 137 248 1007 BEZ | 1007 E62 3E.0%| 38368 - 0.0% - - 0.0% - 382 988 38.0%
Vear 11 |[Fo st I1 7ES HE3 LO0E9458 [ 1088485 3E.0%| 414010 - 0.0% - - 0.0% - 414 000 38.0%
Year 12 23934 974 1477748 | 1177745 32.0%| 447545 - 0.0% - - 0.0% - 447 545 38.0%
Vear 13 5 4831 927 1273145 | 1273148 32.0%| 483796 - 0.0% - - 0.0% - 483 736 38.0%
Year 14 27 325 az4 1376271 | 1376271 3zok| sS2zse3 - 0.0% - - o.0% - 522 983 38.0%
Year 15 29 734 984 1487743 | 1487745 3z0k| sSe5345 - 0.0% - - o.0% - 565 345 38.0%
Year 16 32 165 137 1608237 | 1608237 35.0%| 611138 - 0.0% - - 0.0% - 611 138 38.0%
Year 17 34 770 513 1738926 | 1735326 35.0%| 660640 - 0.0% - - 0.0% - 60 640 38.0%
Vear 18 7 385 923 LETHI4E | 1E7S 348 3E.0%| 714152 - 0.0% - - 0.0% - T4 152 38.0%
Vear 19 40 £31 468 2081573 | 2031373 3E.0%| TF71998 - 0.0% - - 0.0% - TT1 938 38.0%
Vear 20 43 523 613 2196131 [ 2156131 3E.0%| E34530 - 0.0% - - 0.0% - E34.530 38.0%
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Table 57 (continued)

Annual taxabie income generated:

A =Codumn A of
Farsorsl sctate:
Capital schedule

M=[LfE]%

rate table
gives higher
smount

tax rate taols

Foumder [/ Owner

47 480 248 21374017 Z373017 SOz 127
Year 22 48 E25 234 1491313 2451313 I=.0% 945 599 - 0.0% - - 0.0% - S48 829 36.0%
Year 23 32 ITriEs 2513 602 Z 613 6059 3z.0% 953 171 - 0.0% - - 0.0% - 593171 38.0%
Wear 24 34 820 B2 1741041 741041 32.0%| 1041596 - 0.0% - - 0.0% - 1041 556 38.0%
Wear 25 F7 474780 1873740 2873 740 32.0%| 1092 621 - 0.0% - - 0.0% - 1092021 38.0%
Year 28 &0 235 333 3041827 30231827 3E0%| 1144484 - 0.0% - - 0.0% - 11484424 36.0%
Wear 27 53 10€ 334 3433418 3133418 32.0%| 1193 490 - 0.0% - - 0.0% - 41193 430 38.0%
Year 28 6B D51 921 3304 35 3 302 3588 32.1%| 1260 684 - 0.0% - - 0.0% - 1260624 38.1%
Year 29 &9 124 383 3439 243 3433 14% 38.3%| 1323371 - 0.0% - - 0.0% - 1323571 38.3%
Dawth of fourdder (ot snd of
Year 30 |ysar)- bequeath smes o TFL3IEETIE 319437 3 ELE 437 3g.4%| 1383392 - 0.0% - - 0.0% - 1383332 38.4%
Ll SFoTey
Year 31 &1 275004 3 053 900 - - - 3063 200 37.5%| 1161700 - a.0% - 1161701 37.5%
Year 32 54 500 964 3243042 - - - 3243 048 3E.1%| 1235076 - 0.0% - 41235076 38.1%
Year 33 &B 73X 260 3436613 - - - 3438 513 3E8.2%| 1313 929 - o.0% - 1313529 38.2%
Year 34 72 TEr 405 3E39120 - - - 3635 130 3E.4%| 1396948 - 0.0% - 139c 548 38.4%
Year 35 | Fowwt 77 =2 D0E 3833 200 - - - 3 B33 100 3E.6%| 1485 665 - 0.0% - 1485 655 3B.6%
Year 38 21 322063 4075433 - - - 4075 433 3B.7%| 1577 €23 - 0.0% - 1577823 38.7%
Year 37 EE3ITITIE 4 318 635 - - - 4 31E 536 3E.2%| 1676 164 - 0.0% - 1676154 38.8%
Year 38 51422373 4371425 - - - 4571438 3B.5%| 1778 TT4 - 0.0% - 1773774 38.5%
Year 39 S8 TTLO77 4 238 B0 - - - 4 BE3E s04 39.0%| 1889002 - 0.0% - 1E89 002 39.0%
Dawth of mrewing 1pcass (ot
Year 40 x:"-:::‘ﬁ 102 449 325 3120978 - - - 3120576 35.2%| 2005 144 - 0.0% - 2005144 39.2%
kB e oW EmTO0e
Year 41 5B B34 D63 3 444103 - - - - 0.0% - 3442103 33.5%| 1221539 1221539 35.3%
Year 42 74 330 330 3 727 345 - - - - 0.0% - 3727 388 35.9%| 1338755 1338755 35.5%
Year 43 20 EET 267 4033 363 - - - - 0.0% - 4033 363 35.3%| 1462972 1463 972 36.3%
Year 44 £7 ZTo o2z 4 353 501 - - - - 0.0% - &4 363 304 35.6%| 1598119 1598119 36.6%
Year 45 54 352 503 4719943 - - - - 0.0% - 4719343 37.0%| 1746241 1746241 37.0%
Year 45 102 05 333 3 104 625 - - - - 0.0% - 3 10= 528 37.3%| 1904589 1304 559 37.3%
Year 47 110 357 224 3319 Bed - - - - 0.0% - 3319261 37.6%| 2074326 2074326 37.6%
Year 43 119 36X 618 3568 131 - - - - 0.0% - J9ES 131 37.8%| 2 256623 2 I56 623 37.8%
Year 45 125 04X 236 E432 113 - - - - 0.0% - E43r 113 32.1%| 2 455696 2 455 636 38.1%
Wear 50 |ssis of all amis by children 135 450 7BE E574 335 - - - - 0.0% - E874 335 32.3%| 2668301 2669351 38.3%
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Table 58 — Comparison 3a (Personal estate scenario): Other taxes — CGT on transfers and disposals

PERSOMNAL ESTATE: OTHER TAXES (CGT and Estate duty) - CGT on transfers and disposals

Annual exemption and inclusion %a: 40 000 40%

A=BxGuxFx|(C

- CGT on sale of all investment assets

- Base cost equals investment value net of CGT and
estate duty in year 40 per Personal estate: Capital
schedule, column H, Yr 40, divided by 2 (per child)
- Proceeds equals Personal estate: Capital
schedule, column E, Yr 50 divided by 2 [per child)

- Assume maximum income tax rate due to

Year 50 |sale of all assets by children 13 416 251 2 75385 237 34 442 031 40 000 40.0% 41.0%

additicnal taxable income.
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PERSONAL ESTATE: OTHER TAXES (CGT and Estate duty) - Taxes on death

5 44 abatement and estate duty %:
Dutiable estate value at which higher estate duty % levied:

Table 59 — Comparison 3a (Personal estate scenario): Other taxes — Taxes on death

G = 0.2 and on

15000000 apply

20%

portion above

0.25

Estate duty on investment asset value -
Dienth of founder (2 znd of founder/owner
Year 30 [yesr]- bequesth assets to 14 426 00D 14 426 000 75 704 001 [15 D00 00O} 60 704 001 | 20.0% f 25.0% |- Refer Personal estste: Capital schedule. column E, ¥r
surviving spouse 30
- Bequeathed to spouse but repeal of 5 4ig) deduction
[I:::::.r:ﬂnr‘mh Estate duty on investment asset value - spouse;
year] - beguen ] .
Year 40 Capitai bo two chikiren who 39 503 075 22 596 784 108 387 137 [15 00O DOO) 93 387 137 | 20.0% / 25.0% 4EEFH Personal estate: al schedule, column E, ¥r
kezp in own estate
annual exemption and inclusion %: 300 D00 A0%
|=JIFJ:~:|:II':H' Iz refer p K- refer p L:refer p M = 300000 N=0.4 o refer p P
Denth of tounder (2t &nd of
OGT on desth of cwner
H mssets b - -
Year 30 rﬂr'p ~hequentts 1 40.0% 41.0% 0ET rol - bequ tos
SUTVMIng spouse
OGT on death of spouse
. - beguesthed to children {no OGT roliover);
[D::du:‘“:;r‘mm - Base cost eguals rolled over base cost (starting
Year 40 mﬁm:odi - — 16 906 291 1 108 387 137 5 000 00D 300 000 20.0% 41.0% |parameter]
kespin own - Proceeds equzls Perconal estate- Capitsl schedule,
codwmn E, ¥rd0
- Hizhets income tax bracket assumed
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Table 60 — Comparison 3a (Personal estate scenario): Personal estate summary calculated using capital year-end values BEFORE year-end adjustments

PERSOMNAL ESTATE - SUMMARY (using capital year-end values before year-end adjustments)

4 = Column E of
Personal estate
Capital schadule

B = column L of | C = column & of | D = column A of
Personal estate: | Personal estate: | Personal estate:
Income and

Income Tax

CGT on transfer

schedule

F : cumulative
value of E

WALUES PRESENTED IM CHARTS

H: cumulative value

Year @ . 10 000 DD - = = 0.00% 0.0
Yearl 10 B10 ODD 150 D0 150 000 190 000 1.76% 0.0
Year 2 11 6ES 610 205 390 205 390 305 350 3 3% 0.0
Year 3 12632 144 222 027 222027 617 417 4.B9% 10005
Yeard 13 655 348 240 011 240011 B57 427 G6_2E% 10,00
Year 5 14761431 250 452 255 452 1116 E7S9 757% 0.0
Year 6 15957 107 280 467 2ED 467 1397 346 B.76% 10,00
Year 7 17 2489633 303 185 303 185 1700531 o BE% 10005
Year 8 18 646 853 327 743 327 743 2028 274 10.BE% 0.0
Year9 20157 24E 354 200 354 290 2 382 564 11 B¥% 10,005
Year 10 21 789 9EB5 382 SEB 3829838 2 765552 12 BO% 10005
Year 11 | S st 23 554974 414 010 414 010 3 179 562 13 50% 0.0
Year 12 25 462 927 447 545 447 345 3 G627 106 14 24% 10005
Year 13 27525424 483 796 4E3 796 4 110502 14 93% 10,00
Year 14 29 754 9B4 522 93 522983 4 633 BES 1557% 0005
Year 15 32 165137 565 345 5653 345 5 199 230 16.16% 0.0
Year 16 34770513 611 138 611 138 5 B10 367 16.71% 10,005
Year 17 37 5B6 925 G660 640 G650 630 6 471 D07 1722% 0.0
Year 18 40 631 466 714 152 714152 7 185 159 17 6E% 10,005
Year 19 43922 615 771 998 771998 7957 157 18.12% 00|
Year 20 47 4E0 346 B34 530 834 530 8 701 GEG 1E.52% 10,005

Fousder netines, L rate

remaing the same, Founder
Yedr 21 |and spose sian making 49 B26 254 902 127 902 127 9 693 B13 19 46% 0.0

cazh withdrawsak lrom

v tmen | indome
Year 22 52272 1R1 G456 659 946 699 10 640 512 20.36% 0005
Year 23 54 B20 828 993 171 993 171 11 633 6E3 2127% 0.0
Year 24 57474791 1041 556 1041 596 12 675279 22.05% 10005
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Table 60 (continued)

& = Column E of
Personal astate
Capital schadule

Income and
Income Tax

CGT on transfer

schedule

schedule

B = column L of | C = column & of | D = column & of

Other tawes -
Taxes on death
schedule

F : cumulative

walue of E

H: cumulative value
of C+D

60 236 533 1092 021 1092 021 13 767 300 22 B6%

Year 26 63 108 354 1144 494 . . 1144494 14 911 794 23 63% S
Year 27 66091921 1198 430 - - 1158 450 16 111 284 24.38% =
Year 28 69 164 983 1 260 684 . . 1260 684 17 371 960 25.11% -
Year 29 72 386 738 1323 571 . . 1323 871 18 595 540 25 83% S

Death ol fousder o end of
¥ear 30 |pear)- bequesth sssets o 75 704 001 1389 392 . 14426000 | 15815393 34511332 45 .50% 14 426 000

wrvivieg dpouse
Year 31 64 900 964 1161 701 - - 1161 701 35 673 034 54.97% 14 426 000 22.23%|
Year 32 68 732 260 13235076 . . 1235076 36 003 110 53 705 14 426 000 20.59%]
Year 33 72 782 409 1313 528 . . 1313929 38 222 039 52.52% 14 426 000 19 52 %)
Year 34 77 064 006 1396 845 - - 1356948 39 618 SEE 51.41% 14 426 000 15.72%]
Year 35 | evest &1 5E0 063 1 485 665 . . 1485 663 41 104 653 50.38% 14 426 000
Year 36 B 372 728 1577 B23 . . 1577 823 42 6B2 475 40.47% 14 426 000
Year 37 91428 573 1676 164 - - 1676 164 44 353 639 25.52% 14 426 000
Year 38 96 772 077 1778 774 - ; 1778774 45 138 413 47 6B% 14 426 000 14 51%]
Year 39 102 419 529 1 B89 002 . . 1 8B 002 48 027 415 46 B0% 14 426 000

Death of surviving spouse
Year 40 m:::;lm 103 367 137 2005 144 . 39503075 | 41508219 89 535 635 B2 61% 53 920 075

g I8 swn eslabs
Year 41 74 550 930 13221538 - - 1221539 90 757 174 121 74% 53 929 075 72.34%]
Year 42 B0 667 267 1338 755 - ; 133E 755 92 095 520 11417% 53 020 075 66.B55)
Year 43 7 270022 1453 972 . . 1463 972 93 559 901 107 21% 53 020 075 51.50%]
Year 44 94 388 905 1595 118 - - 1558 119 95 158 020 100_E0% 53 929 075 57.13%]
Year 45 102 092 555 1745 241 - ; 1746 241 95 004 261 o402% 53 020 075 52 B2 %)
Year 46 110397 221 1 004 589 . . 1904 589 98 BOE E50 O 505 53 020 075 25 B5%]
Year 47 119 362 616 2074 325 - - 2074326 | 100 B&3 176 54523 53 929 075 25.18%]
Year 48 120042 256 2 256 623 - ; 2256623 | 103 139790 79.03% 53 020 075 21 79%]
Year 49 139 490 7B6 2 455 695 . . 2455696 | 105 595 485 75 705 53 020 075 35.66%)
Year 50 |Sabeof all assets by dhikiren 150 770 474 2 658 381 13 416 251 - 16085642 | 121881137 B0.71% 67 345 327 -
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Comparison 3b

9.4

Comparison 3b — Charts

9.4.1

Figure 29 — Comparison 3b — Chart 1: Cumulative total taxation
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Figure 30 — Comparison 3b — Chart 2: Capital value

)

on

Trust capital / Estate value (R milli
(Possible proposals in DTC's Second Report on Estate Duty)

Comparison 3b

250

suol||lN

150

100

50

TG Jeaj
05 Jeaj,
61 Jeaj
8t Jeaj
it Jeay
gt Jea,
St Jeaj
i Jea)
£ Jea)
b Jeaj
Tt Jea,
OF Jeaj
6 Jeaj)
8¢ Jeaj
/€ Jea)
g€ Jeaj,
GE Jeaj
e JeBA
€€ Jeaj
7€ Jea)
T€ Jea)
0€ Jeaj
6T Jeaj)
87 Jlea)
LT Jeap
g7 Jeaj,
6T Jeaj
t Jeaj
€T Jea)
7T Jea)
TC Jea),
0T Jea)
6T Jea),
8T Jeaj)
/T Jea)
9T Je3),
T Jea)
T Jeaj
€T Jeaj,
ZT Jeaj
TT Jea),
0T Jeaj
6 B3

g 1eay,

/ Jeay,

g Jeaj

G leay,

t Jea)

€ Jeaj

7 Jeay,

T Jeap

0 1eap

PERSONAL ESTATE:

Capital value

TRUSTS:

Capital value

250



Figure 31 — Comparison 3b — Chart 3: Cumulative total tax as percentage of capital value
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Figure 32 — Comparison 3b — Chart 4: Cumulative CGT and estate duty
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Figure 33 — Comparison 3b — Chart 5: Cumulative CGT and estate duty as percentage of capital value
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Figure 34 — Comparison 3b — Chart 6: Difference: Cumulative total tax as percentage of capital value
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Figure 35 — Comparison 3b — Chart 7: Difference: Cumulative CGT and estate duty as percentage of capital
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9.4.2

Comparison 3b — Comparative data between trust and personal estate scenarios including difference data used in charts

Table 61 — Comparison 3b: Comparative and difference data sets

COMPARISOMN 3b: Trust ws. Personal Estate - Possible proposals in DTC's Second Report + 2016 Budget Review (deemed property inclusion)

A B C o E F & H I I " L
Ascolumn it | 2TERTAES o mn cor | DTEENAS L mntor | FTEMME S mnor | DT ERTRRET o mn Lot | 1= comn ot
N " | Personsiestate N Fersonal estate | Perzonalestate -, Personsl estate | _ o eer-E Leamt
schedule &mms schedule ZMTEN schedule ZMTENY scheduls Zmman scheduls schedule
schesdule schedule scheduls scihedule
CHART T
I CHART 3 CHART 4 CHART & :'I::::‘:‘I: Difference:
Comarinn 1 romlatiee total e Eutate valee | COPPATION L Cumulith ot tax as | Comparion L: Cumulative CGTand | - Comparison 1 Cumulatve CGTand | “PRIEE | cumulative CGT
of Cagital Estate: Duty Estate Duty us % of Capita and Extate Duty /
tax_ Cagital -
Capital
| coFreEmence:
S FERSONAL S PERSONAL : PERSOMAL TRUSTS: ':?::E" D'FFEE;! Perzonsl Estate
[ s e T | T | s | o | | e || W | amer | S | | T
tax P Capits Capital walue tax | Capital tnx ] Cugita mnd Estate Duty — copital iy ndl Estate Duty /| Camulative totsl and Extate Duty |
Capital tax / Capital
Capital
Fearp [[r o T | A g i panemd 733520 - 10000 000 10000000 7.34% 0.09% 733520 - 7.54% a.00% 7.38% 7.38%
vear 1 B2E 420 150 000 10523 300 10 510000 7.2 175% 733520 - 5.50% 0.00% mEz% 5.50%
Vearz 505 £13 393 350 11536 693 11 587510 7.62% 3.35% 733520 - 5.32% 0.00% a4k Sark
Vear3 598 743 617 417 13041392 12 532 144 7.65% a.85% 733520 - s 78% 0.00% 277 =7E%
Veara 1104708 B57 427 18235 570 S esa3am 7.76% ) 733520 - T 25% 000% “Lagh =
Vears 1227 256 1116875 17230 563 12761231 7.50% 7.37% 733520 - 2a7% 0.00% 033% =a%
Vear G 1362030 1357 346 16961 295 13 537 207 0% B.75% 733520 - 2235 0.00% 073% 24k
Vear 7 1516 208 1700932 18502 254 17 249633 1% 5.85% 733520 - 207h 0.00% 156% =07%
Vear g 1656 47E 2028 274 20172 206 15526553 a1k 0.5 733520 - 3745 000% 1a7% Soa%
Vears 1502 618 2 382 564 21283 286 20 137 238 Eah 11505 733520 - 3.43% 0.00% 317% 3.43%
Yeario 2127263 z7e5 952 23 296 568 21739 283 E.2% 12.55% 733520 - 3.17% 0.00% 351% S1%%
Darafdures sftectes )
Fearyy [Temema Tl | 2437373 3179382 26042 336 23 334574 5.35% 13.20% 733520 - 2.85% 2.00% FEr:Y 2.89%
C=
Yeariz 2781822 3627 106 28 302 343 25 252527 5.53% 18.24% 733520 - 2.66% 0.00% 2228 2.66%
Year iz 3 175 253 4110802 30797 106 77 23224 10.27% 14.55% 733520 - 2.an% 0.00% 256% Ak
Yearis EEF =D 3633 823 33217 275 25 7sa5Ea 10.55% e 733520 - 12e% 000% 250% Z6%
Yearis 2024 743 3159 230 36306 894 32 169137 11 08% 16.26% 733520 - 2.08% 0.00% = 0% 2.08%
Yeari6 4 958 E03 5 810 367 39353 724 32770213 11 50% 1E.71% 733520 - 1915 0.00% i1k -191%
Year a7 5162773 & 471007 22738 503 37 =zesm 13 08% 17.20% 733520 - 176% 0.00% s 1a% 176%
Year iz 5 10 7EL 7 185 135 26 364 810 20531266 L 17.58% 733520 - 1635 000% Timh 3%
Yearis 6 920 41E 7937 137 0291 £33 3522510 12e7% 15.20% 733520 - 1.90% 0.00% s imh -130%
Yearzo 7 297 756 87591 626 24243 415 1338 15.50% 733520 - 138% 0.00% s 1a% -138%
Founcer meews, e |
:‘::‘:‘:"::-uu [ — i B
T L e | 4 e kg B 216 073 9633 823 =7 279 283 PEETPLT 1437% 15.26% 733520 - 131% 2.00% s 1g% -131%
:mhnml‘l‘n- —
vearaz 5 192 756 10630512 50771 705 =2 272181 13.23% 0.38% 733520 - 12a% 0.00% 23% L2a%
vearaz 10 222 350 11 £33 623 54 125 B8E =2 20528 13505 2L a0% 733520 - 118% 0.00% T2 -118%
Yearas 11328 458 12673 275 &7 632 543 7 &7A AL e 2o 733520 - 1ii% 000% T ERTL
Yearas 12 285 053 13 767 300 71363 524 50236233 17.50% 225E% 733520 - 1.06% 0.00% T -106%
Year2e 13773 045 18511 754 73209 023 &3 108334 1531% 23555 733520 - 1.00% 0.00% T3z% -1.00%
Yeara7 17131 562 16111 284 75243 233 55 081s21 15.20% 24355 733520 - 0.97% 0.00% 2% 0.87%
Vearas 16 565 217 17 371 565 53274 835 £= 128583 e FERTLY 733520 - 0.50% 000% Tie% 0.50%
vearas 18 082 357 18 657 540 57512 402 72328738 20755 2352 733520 - 0.85% 0.00% 2 -0.86%
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Table 61 (continued)

A B C (1] E F G H 1 ] K L
A= column | of B= column F of C=column € of D = calsmn & cf E = column J of F= calumn & of G = column K of H = column H of I=columnlof | J=columnlof
Personal estate Personal estate Personal estate Personal estate
Trustssummary | — | Tustssummary | — | Tustssummary | — | Tustssummany | — ——— —— | Trusts summany | Trusts summary E=F-E L=1-1
schedule Slmmary. scheduls AUTTEry schedule e schedule ummary. schedule schedule
schedule schesduls sched ks schedule
CHART 7
- - CHART & .
CHART CHART 4 CHART 3 =
CHART L CHART 2 \Comparison 1: Cum I;-‘E'.Dth tmas k| Comparson 1 Cumuistive CGT and Comparison 1- Curmuistiae OGT aRd Diffarerce: .;u:'-::r:-::.-—
Comoarizon 12 Cumulstive total tax Compsnzon 1: Capitsl [ Ectate valus T N ) - ) Cumutaties bt ==
of Caprtal Extate Duty Estate Duty as % of Capital R aned Extate Duty
. it
DIFFEREMNCE:
PERSDMAL DIFFEREMCE:
PERSOMAL PERSOMNAL PERSOMAL TRUSTS: Personal Extate
¥ TRUSTS: Scemario | PERSOMNAL ESTATE - - ESTATE: TRUSTS: EEI?:T":I L sive ESTATE- L ive CGT ESTATE: Comulstive CET =T N -CGT less T, |z Trust:
al event Scenario event Cumulstive total | Capital value = Cumulative total Curnulative CGT |and Estate Duty | o Cumulativwe CET
tax Capital value tax f Capital ) and Estate Duty and Estate Duty /] Cumulative totsl
tax tm / Capital mnd Estate Duty Capital B 3 and Estate Duty /
Capital tax | Caipital Canital
Dwwit of Founder (st snd of
LD it M ER——— 41177 104 24511332 71080 517 §1270001 57.03% 56.32% 22 237674 14 426 000 3120 13545 -LEIH 7T
ey urvving spous:
Year 31 42 450 054 35673084 75532 683 5 900 96 56.25% 54.97% 22 237 E74 14 426 000D 20.40% 22.23% -1 205 -L.U%
Yeur 32 43 BG3 382 36 GOE 110 B0 I5E 900 6E 732 260 5. 50% 53.70%¢ 22237 E74 14 426 000 2T.71% 20.09% -0.95% -5. 7%
Year 33 45 368 350 38 222 089 B35 250 634 T27EZ 409 53.22% 52.52% 22 237 B74 14 426 000 26.08% 19.62% 0.71% -5.26%
Year 34 46 984 286 39 618 588 90613 105 77 064 D06 51E5% 51.41% 22 137674 14 426 000 24 54% 18.77% -0A0% -5.62%
Crigiral trust [Trest 1)
rartruchursd for sach
s pars banaficiary
Year 35 |(Trust 20 snd 25| -atsnd |Sownt 58 216 581 41 104 653 86746 443 &1 589 063 67.11% S0.368% 31767 719 14 426 000 36.62% 17.68% -16.73% -15.52%
o year;
urewving apouss remaina
besrsaficinry of Trust 1
Year 36 59410371 42 682 475 QX420 ETE 86372728 6. 25% 45.42% 31 767 719 14 426 000 34.37% 16.70% -14. B6% -17.67%
Year 37 60 655 927 &4 358 639 95 482 46 91428573 GLAIH 46.52% 31 767 719 14 426 000D 32.26% 15.78% -13.11% -16.48%
Year 38 62 0GE 356 46 138 413 10£ 908 243 95772077 59.19% A7.68% 31 767 719 14 226 000 30.28% 14.51% -11.52% -15.37%
Year 32 63 608 215 45027 415 111747 453 102419529 56.92% A5.5%% 31 767 719 14 426 000 2E.43% 14.09% -10003% -14.38%
Cuah of reiving apouts
int: s o yanrf: TenE of surviving ipous (1]
e ] e e 0630743 89535635 113631471 0 854063 62.16% 120.95% 37 139641 53928075 32.68% 72.25% §7.82% 45.61%
wna 85 in s sxints
ir. i truts v loara
Yenr 41 TI 358 300 o)) 757 174 123 266 055 74550930 SE. 70% 121.74% 37 130 641 53 926075 30.13% T3.34% 63.04% 42.21%
Yiear 42 T4 275 B6t 92 095 539 133 676 303 B0 667 267 55.56% 114.17% 37 138 621 53 925075 Z7.78% 66.65% SEB.60% 39.07%
Year 43 76 353 166 93 559 501 144 926 431 &7 270022 S5L.71% 107.21% 37139 641 53 820 075 25.63% GBS 54.50% 36.17%
Yiear 44 78 758 BE1 95 158 00 157 052 359 94 308 905 50.15% 100.B0FE 37 138 621 53 926 075 23.65% 57.13% S0.66% 33.48%
Year 45 E1 357 017 95 904 261 170 160 260 102 D92 555 47.81% 94.92% 37 139 621 53 925 075 21 B3% 52.6F% 47.11% FL00E
Year 45 B 231 062 Gf BOR E50 184 302 425 110357 21 45.70% B8.50% 37139 641 53 820 075 20.15% 48.65% 43.80% 28.70%
Year 47 B7 357 BTG 100 853 176 199 565 559 119 362 615 43.79% B4.52% 37 139 621 53 925075 1E.61% 45.15% £0.72% 26.57%
Year 45 o0 852 430 103139 79 216067 824 179042 256 A2.05% 75.93% 37139 641 53 820075 17.15% 41.7%% ITER% 246078
Yenr 49 Gd 663 214 105 595 495 2133 B63 932 139 460 7EG A1) 48% 75.70% 37 138 6241 53 926 075 15 BE% 35.66% 35.22% 22 7E%
Further restructuring for
Year 50 |2rd pasrtion jmbs of sl |Sels of sl nmis by children 126322 248 11 681 137 225580 201 137354222 56.00% BE.50% 64 633 679 67 345 327 2E.65% 49.03% 32.59% 20.38%
Jit mty)
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9.4.3

Comparison 3b — Trust scenario summary

Table 62 — Comparison 3b: Trust scenario summary

TRUSTS - SUMMARY (Comparison 3b)

WVALUES PRESENTED IN CHARTS
& B C D E F G H | 1 K L
E = column L of | F= column & of | G = column & of
B = Column G of D = column L of .
& = Column H of Trust 23 and 2b: | Trusts 1, 2a and | Trusts 1. 2a and . Ko cumulative
. Trust 2a and 2b: Trust 1: Income H=D+E+F+ - cumulative
Trust1- Capital ([— =~ -~ | C=A+B . | mIncomeand |2b: Other tames -[2b: Other taxes - 1=1fcC value of F + L=K/fC
Combined and Income Tax G value of H
schedule ca —ital chedule —schedule Income Tax | CET on transfer | Taxes on death G
== schedule schedula schedule
Trust 1 capital | Trust 2a + 2b . . Cumulative
[end of : jtal [end of | TOTAL | Trustii Trust 2a+ 2b CETen | ate nd Cumulative | CUMulatve | cumulative | © o d
- | ar, | ca & income a+ a mulative a
Year SCenanio event year, P , transfers or Duty TOTAL TAKES total tax / CGT and
after year, after CAPITAL tax income tax di Is CET on death total taxes capital Estate Duty
adjustments) | adjustments) - | capital
Year 0  |Tessfer of assets to Trust 1 10 OO0 DO - 10 000 000 - - 753 920 - 733 920 753 920 7.54% 733 520 7.54%
Year 1 10925 500 - 10925 500 74500 - - - 74 500 828 420 7.58% 733 520 £.905%
Year 2 11 936 635 - 11 936 655 81395 - - - 81 3495 909 B15 7.62% 733 520 6.32%
Year 3 13 041 392 - 13 041 302 88928 - - - B8R 92B 998 743 7.66% 733 520 5.78%
Year 4 14 239 570 - 14 230 570 105 961 - - - 105 961 1104 704 7.76% 733 520 5.20%;
Year 5 15 540 565 - 15 540 965 122 562 - - - 122 562 1227 266 7.90% 733 520 4.B5%
Year 6 16 961 299 - 16 961 209 133 763 - - - 133 763 1 351 030 B.D2% 733 520 4445
Year 7 18 502 254 - 1B 502 254 155173 - - - 155 175 1516 204 B.19% 733 520 4.07%]
Year 8 20 172 206 - 20 172 206 180274 - - - 180 274 1696478 B.41% 733 520 3.74%
Year 9 21 983 286 - 21 983 286 206 140 - - - 206 140 1902 618 B.65% 733 520 3.43%
Year 10 23 956 968 - 23 956 968 224 647 - - - 224 647 2127 265 BLEEM 753 520 3.15%)
Bereliviaries’ elfectve Las
k im 1) -
Yegrqg |Mfiemeslinatd 26042 355 - 26042 355 310 308 - - - 310 308 2437573 2.36% 753820 205
afjstment done every §
weary
Year 12 28 302 343 - 28 302 343 344 249 - - - 344 249 2 781 822 9.83% 753 520 2665
Year 13 30 755 106 - 30 755 106 377471 - - - 377471 3 159 293 10.27% 733 520 2.45%
Year 14 33 417 279 - 33 417 279 413 337 - - - 413 337 3572631 10.69% 733 520 2. 26%
Year 15 36 306 B94 - 36 306 504 432114 - - - 452 114 4024745 11 09% 733 520 2.08%;
Year 16 30 393 524 - 35 393 524 544059 - - - 544 059 4 568 803 11 50% 753 920 1.91%]
Year 17 42 738 905 - 42 738905 593971 - - - 5934971 5162775 12 08% 733 520 1 76%
Year 18 45 364 E10 - 46 364 510 647 986 - - - 647 SBE 5 810 781 12 53% 733 520 1.63%
Year 19 50 291 635 - 50 281 635 709 656 - - - 709 656 6520 416 12 97% 733 520 1. 50%;
Year 20 54 543 419 - 54 543 419 777 380 - - - 777 380 7 297 796 13 38% 753 920 1 38%]
Founhr retiom, Las rate
remain the same, Foundsr
Year 21 |asd sgsuse start making 57 579 483 - 57 570483 918 277 - - - 918 277 B 216073 14.27% 733 520 1 31%
cash withdrawa’s from kan
wessunts (Truse 1)
Year 22 80 771 709 - 60 771 709 975722 - - - 975722 9191 796 15.13% 733 520 1 24%
Year 23 64 126 BBG - 64 126 886 1036594 - - - 1 036 5594 10 228 390 15.95% 733 520 1 18%;
Year 24 67 652 843 - 67 652 943 1 100 108 - - - 1 100 108 11 328498 16.75% 733 520 1.11%
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Table 62 (continued)

A B C D E F G H 1 ] K L
E = column Lof | F= column & of |G = column & of
B = Col G of D= L of
A = Column H of TsztDI: T:d I:' T”:_HIJ ;::nr:e Trust 22 and 2b:| Trwsts 1, 23 and [ Trusts 1 25 and H=D+E+F+| I: cumulative E: cumulative
Trust 1: Capitsl EE—— C=L+B ——————————| Ilncomeand |2Zb: Othertawes -|2h- Other taves -| : _'. I1=1fC value of F+ L=E/C
ol Combined and Income Ta=x | — N G value of H ‘
seneduls . Income Tax | CET gn transfer | Taues I
Capital schedule schedule schedule schedule schedulle
Trust 1 capital | Trust2a+ 2k CET on < _ o _ Cumulative
d of ital [end of TOTAL Trust Li Trust 28 + 2b Estate O d Cumulative CGET and
Year el e el e tneame | transfers ar MEY RN o TAL TAXES “ totaltax | CGTand
after year, after CAPITAL tax income tax = : CGT on death total taxes T e Estate Duty
adjustments) | sdjustments] e P EDUY | ) Capital
Year 25 71 363 524 - 71 363924 1 160 558 - - - 1 160 598 12 459095 17.50% 753 920 1.06%
Year 26 75 2049 025 - 75 2049 025 1 263 953 - - - 1 283 953 13 773 048 18.31% 753 920 1.00%
Year 27 70 243 235 - 70 243 235 1358913 - - - 1358013 15 131 562 19,108 753 920 0.95%
Year 28 £3 474 659 - B3 474 BS8 1 437 254 - - - 1437 254 16 569 217 18.85% 753 920 0.90%
Year 20 87 012 402 - B7 912 402 1519170 - - - 1519170 1E 028 387 20.56% 753 920 0.86%
Year 30 :‘:‘“"“‘""" ks 71080 617 - 71080 617 1 504 B52 - 1E42 E11 18641143 | 23 088 BOT 41177 194 57.93%| 22237874 31.29%
Year 31 75532 683 - 75 532 683 1312 560 - - - 1 312 B60 42 490052 56.X5%| 22237874 29.44%
Year 32 80 255 900 - B0 258 000 1403 328 - - - 1403 328 43 893 382 54.60%| 22237874 27.71%
Year 33 85 280 634 - E5 280 634 1 455 DOB - - - 1 495 D& 45 388 390 53.X2%| 22237874 26.08%
Year 34 o0 513 105 - o0 613 105 1 505 506 - - - 1 595 596 45984 286 51.85%| 22237874 24.54%
Oripinal tnaf (Trus 1)
rmtructured for sedh
Year3g [Fers wmresv e 32 092 096 54 §54 347 86 746 443 1702 450 - 9 520 §45 - 11 232 795 5E 216 581 67.11%| 31767 719 36.62%
ard 2h) - 0 mrd off yuar;
Survivirg spouoe rema
baneficiany o Trat 1
Year 36 32540339 50 489539 92 A2 BT 563 548 630 242 - - 1193701 5041037 64.26%| 31767 T1m 34.37%
Year 37 33 750665 64 731 3E1 9E 482045 37H 444 707112 - - 1 285 355 60695 927 61.53%| 31767 719 32.26%
Year 38 34 510472 70 357 770 104 G0E 243 505 6E0 BOG 74 - - 1 40 429 62 098 356 59.1%%| 31 767 714 30_28%
Year 39 35 208 752 76 538 671 111 747 453 611 983 H9E B76 - - 1 510 859 63 609 215 56.92%| 31767 719 28.43%
Ceaath of wurdving apzusa Gl
snd o year|; Remaining
capital in Trat 1 dstributed . - - " .
L i - 113 631471 | 113 631471 627 150 1022 256 5 371622 - 7021 527 70630 743 62.16%| 37139621 32.68%
renvaf in new tnats via
lara
Year 41 - 123 266 059 1X3 266 059 - 1 728 560 - - 1 728 560 72 358 302 SE.70%| 37139 641 30.13%
Year 42 - 133 676 303 133 676 303 - 1916 362 - - 1516 362 74 275 G662 55.56%| 37139 641 27.78%
Year 43 - 144 526 431 144 626431 - 2117502 - - 2 117 50 76 393 166 52.71%| 37139 641 25.63%
Year 44 - 157 052 359 157052 359 - 2 366 715 - - 2 366 715 7B 759 ER1 50.15%| 37 139 641 23.65%
Year 45 - 170 160 260 | 170 160 460 - 2 587 136 - - 1 597 136 81357 017 47.81%| 37130 641 21.83%
Year 46 - 184 302 429 184 302 429 - 2 B74077 - - 2ET4O07T B4 731094 45.70% | 37139 641 20.15%
Year 47 - 199 565 869 | 190 565 589 - 3 166 782 - - 3 165 782 §7 397 B76 43.79%| 37130 641 18.61%
Year 48 - 216 067 924 216 067 524 - 3 454 554 - - 3 454 554 90 B52 430 43.05%) 37139 641 17.19%
Year 43 - 233863932 | 233 BE3 932 - 3 B10 784 - - 3 E10 78B4 94 653 214 40.25%( 37 130 641 15.88%
Furthar restructuring for 3rd
Year 50 |mraretion jsale of all bt - 225 5E9 101 275 589 291 - 4166 796 27 494 238 - 31 661 034 126324 248 S6.00°%| 64633 870 2B.65%
aazeta)
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9.4.4

Comparison 3b — Personal estate scenario summary

Table 63 — Comparison 3b: Personal estate scenario summary

PERSONAL ESTATE - SUMMARY {Comparison 3b)

VALUES PRESENTED IN CHARTS

a B C (¥} E F G H I
B = column L of | C = column & of | D = column & of
A= Column Hof | Personal estate: | Personal estate: | Personal estate: . .
F : cumulative ; H: cumulative value
Personal estate: Income and Other taxes - other taxes - E=B+C+D valug of E G=F/ A& I I=HfA
Capital schedule noome Tax CET on transfer | Taxzes on death ’
schedules schedules schedule
. CGT on . Cumulative 5 Cumulative CGT|
. TOTAL CAPITAL or| Total imcome Estate Duty and Cumulative Cumulative CGT
¥ear Scenario event transfers or TOTAL TAXES total tax and Estate Duty
ESTATE VALUE tanes ) CGT on death total taxes : and Estate Duty B}
disposals capital [ capital
Yegrp | eFtinpemonst 10 000 000 - - - . - 0.00% . 0.00%
=stabe
¥ear 1 10 2810 00O 190 000 - - 150 00D 100 000 1.76% - 0.00%
Year 2 11 685 610 205 350 - - 205 390 395 390 3.38% = 0.00%
Year 3 12 632 144 222 027 - - 222 027 617 217 4.89% - 0.00%
Year 4 13 655 348 240011 - - 240 011 B57 427 6.28% - 0.00%
Year 5 14761 431 259 452 - - 2509 452 1116879 7.57% - 0.00%
Year 6 15957 107 280 467 - - 2B0 467 1397 346 B.76% - 0.00%
Year 7 17 249 633 303 1E5 - - 303 185 1700531 o_EB6% - 0.00%
Year B 18 646 853 327 743 - - 327 743 2028 274 10.88% = 0.00%
Year 9 20 157 248 354 290 - - 354 290 2 382 564 11.82% - 0.00%
Year 10 21 789 985 382 988 - - 382 08B 2 765 552 12 .69% - 0.00%
Year 11 |Noesvent 23 554 974 414 010 - - 414 010 3179 562 13.50% - 0.00%
Year 12 25 462 927 447 545 - - 447 545 3627 106 14.24% - 0.00%
Year 13 27525424 483 796 - - 483 796 4110902 14.93% - 0.00%
Year 14 29 754 984 522 9E3 - - 522 983 4 633 B85 15.57% = 0.00%
Year 15 32 165 137 565 345 - - 565 345 5 199 230 16.16% - 0.00%
Year 16 34 770 513 611138 - - 611 138 5 E10 367 16.71% - 0.00%
Year 17 37 586 925 660 540 - - 660 640 6471 007 17.22% - 0.00%
¥Year 18 40 631 466 714 152 - - 714 152 7185 15% 17.68% - 0.00%
Year 19 43 922 615 771998 - - 771 998 7957 157 18.12% = 0.00%
Year 20 47 480 346 834 530 - - 834 530 B 701 686 18.52% - 0.00%
Fowrnder ratires, tax rate
rerrising the same; Foundsr
Year 21  |and spouse start making 49 B26 254 Qo2 127 - - 902 127 0693 813 19.46% - 0.00%
cash withdrawsls from
imestment income
Year 22 52 272 181 946 699 - - 946 699 10 640 512 20.36% - 0.00%
Year 23 54 B20 828 933171 - - 943 171 11 633 683 21.22% - 0.00%
Year 24 57 474 791 1041 556 - - 1 041 596 12 675 279 22.05% - 0.00%
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Table 63 (continued)

& B C (H] E F G H I
B = column L of | € = column & of | D = column & of
&= Column H of | Personal estate: | Personal estate: | Personal estate: ) .
F : cumulative } H: cumulative value
Personal estate: Income and COther taxes - Orther taxes - E=B+C+D value of E G=F /& FC4D I=H/ A
Capital schedule noome Tax CGET on transfer | Taxes on death
schedule schedule schedule
. CGET on . cumulative . Cumulative CGT
Year SCenario event TOTAL CAPITAL or| - Tatal income transfers or Estate Duty and TOTAL TAKES cumulative total tax f Cumulative CET and Estate Duty
ESTATE VALUE Tanes ) CGT on death total taxes ) and Estate Duty .
disposals Capital [ capital
Year 25 60 236 533 1092021 - - 1092021 13 767 300 22 _BE% - 0.00%
Year 26 63 108 354 1144 354 - - 11444594 14 911 794 23.63% = 0.00%
Year 27 66091 921 1195450 - - 1199 490 16 111 284 24.38% = 0.00%
Year 2B 69 184 983 1 260 6E4 - - 1 260 6384 17 371969 25.11% - 0.00%
Year 20 72 388 738 1323971 - - 1323971 18 595 940 25.83% - 0.00%
Dieath of founder [at end of
Year 30 |year] - bequesth essets to 61 278 001 1 3859 392 - 14 426 000 15 815 393 34 511 332 56.32% 14 426 00D 23.54%
SUNETVING Spoise
Year 31 64 900 964 1161701 - - 1161 701 35 673034 54.97% 14 426 00D 22.23%
Year 32 68 732 260 1235076 - - 1235076 36 208 110 53.70% 14 426 00D 20.30%
Year 33 72 782 409 1313929 - - 1313 929 38 222 039 52.52% 14 426 00D 19 E2%
Year 34 77 064 06 1396 948 - - 13596 048 30 618 08B 51.41% 14 426 00D 18.72%
Year 35 |Noevent B1 589 63 1 485 665 - - 1 485 665 41 104 653 50.38% 14 426 00D 17.68%
Year 36 B& 372728 1577823 - - 1577 B23 42 GE2 475 49.42% 14 426 00D 16.70%
Year 37 01 428 573 1676 164 - - 1676 164 44 358 639 48.52% 14 426 00D 15.78%
Year 38 05 772 077 1779774 - - 1779774 46 138 413 47.68% 14 426 00D 14 91%
Year 39 102 419 529 1 B85 002 - - 1 889 002 48 027 415 46.89% 14 426 00D 14.00%
Death of sUreiving spouss
Year 40 Lzr:x;:::::: 68 BB 63 2005 144 - 39 503 075 41 508 219 ED 535 635 120 98% 53 929 075 TE.20%
keap in cwn estate
Year 41 74 550 930 1221530 - - 1221539 S0 757174 121 74% 53929 075 72.34%
Year 42 BO 667 267 1338 755 - - 1338 755 92095929 114.17% 53929 075 66.85%
Year 43 B7 270 022 1463972 - - 1463972 93 559 901 107.21% 53 929 075 61.80%
Year 44 94 398 905 1598 119 - - 1588 119 495 158 020 100_80% 53 929 075 57.13%
Year 45 102 092 555 1746241 - - 1746 241 06 04 261 o4 02% 53929 075 52 E2%
Year 46 110 397 221 1904 589 - - 1 904 589 95 EOE B850 E9._50% 53 929 075 48 E5%
Year 47 119 362 618 2074326 - - 2 074 326 100 BE3 176 E4.52% 53 929 075 45 18%
Year 48 129042 256 2 256 623 - - 2256 623 103 139 795 70.93% 53 928 075 41 79%
Year 49 139 490 7E6 2 455 696 - - 2 455 696 105 595 495 75.70% 53 929 075 38.66%
Year 50 |Salke of all assets by children 137 354 223 2 665 351 13 416 251 - 16 OB5 642 121 681 137 EB.59% &7 345 327 49 03%
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9.4.5

Comparison 3b — Trust scenario supporting schedules

Table 64 — Comparison 3b (Trust scenario): Trust 1 capital value

TRUST 1: CAPITAL

annual capital growth: 10%
A B C (] E F G H
D = -(Total annual
, withdrawals column
C =-{column L of
ﬁ:cu.luman-f B=aAx({1+01) Trust 1: InCome + er.mM E=A+B+C+D F:referlstfc-r G H=E+F
previous year Income tax schedule] m—mm explanation
- withdrawal
schedule)
capital growth capital value capital value
o et ewent Capital value [|rrc|ude5|ru:ume cash distributions ta| Cash wil_1drawals [end of year, P S T e i [end of year,
|start of year) reinvested net of pay tax post-retirement before after
Expensas) adjustments) adjustments)
¥Yeor 0  |Transter of assets to T 1 10 000 0D 10 000 000
Year 1 10 0D:D 000 1 000 000 (74 500) - 10925 500 10 925 500
Year 2 10 %25 500 1052 550 &1 395) - 11 936 655 11 936 655
Yiear 3 11 %36 655 1 193 666 B8 928) - 13 041 352 13 041 392
Year 4 13 D1 392 1304139 [105 961) - 14 239570 14 238 570
Year 5 14235 570 1423857 (122 562) - 15 540 965 15 540 965
Year & 15 540 865 1554097 (133 763) - 16 961 259 16 961 299
Year 7 16 261 299 1 696 130 (155 175) - 18 502 254 18 502 254
Year 8 13 502 254 1 E50225 (180 274) - 200172 206 20 172 206
Year 9 20172 206 2017221 (206 140) - 21 983 2BG 21 983 286
Year 10 21 9E3 286 2 198 329 (224 647) - 23 956 968 23 956 968
Eenefica ey elfective
Year 11 "‘.“""'":';[r_'f-ﬂ'j 23 956 068 2 385 687 (310 308) - 26 042 356 26 D42 336
yrar
Year 12 26042 356 2 604 236 (344 249) - 2B 302 343 28 302 343
Year 13 28 302 343 2E30234 (377 471) - 30 755 106 30 755 106
Year 14 30755 106 3075511 (413 337) - 33417279 33 417 279
Year 15 33417279 3341728 (452 114) - 36 306 854 36 306 394
Year 16 36 306 594 3 630 689 (544 059] - 3% 303524 35 303 524
Year 17 39 393 524 3539352 (593 971) - 42 738 905 42 738 905
Year 1B 42 T3E 905 4273891 (647 988] - 46 364 310 46 364 310
Year 19 45 364 510 4636481 (709 656] - 50 291 635 50 291 635
Year 20 50 291 635 5029 164 (777 380) - 54 543 419 54 543 419
Fousder petiom, b fabe
semaim the sarne; Fousder
Year 21 |and spowie itart making 54543 419 5454342 (918 277) (1 500 000) 57 579 483 57 570 483
cash wittrdrawals Fum s
aceousts [Trat 1]
Year 22 57 575 483 5757 048 (975 722) [1 590 000) 60 771 709 60 771 709
Year 23 60 771709 G077 171 |1 036 594) [1 685 400) 64 126 8B6 64 126 836
Year 24 54 126 BB6 6412 689 |1 100 104] [1 786 524] 67 652 943 67 652 943
Year 25 67 652 943 6 765 294 |1 160 593 [1 893 715) 71 363 924 71 363 924
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Table 64 (continued)

A B C ] E F G H
D = {Totzl annual
vithdrawals column
C=eohumnLof ™
A=col Hof ' from Post- F - refer G for
‘ki:_:rt: Bzfx(l+01) | Trustl:incomes r!_i';; E=a+B+CeD | "0 G H=E+F
pee ¥ Income tax schedule) e prans
- withcrawal
schedule]
Capital growth Capital walue Capitsl valus
- Capital value [includes income | Cash distributions to | Cash withdrawals {end of year, . [end of year,
i Scenario event pstImeEnts Descript s trmeEnts
=ar [start of year] reimvested net of |y tan post-retirement: before Adj i afoer
expenses) adjustrments) adjustments)
Year 26 71363924 7136392 {1 283 953] (2 007 338 75 209 025 73 208025
Year 27 75 208 025 7520 902 (1356 913) (2127 779 79243 235 79243235
Year 2B 79 243 235 7928324 {1437 254 (2 X55 £45] B3 £74 859 B3 £74859
Year 29 B3 474559 & 347 436 {1519 170] |2 390 7TZ 87912 402 8791z 402
Combined satate dutty and 08T elffect:
Trzsl ansats Nguldibed 1o gy edals duly
o dewmed property llgeidation has
Year 30 |Penhetissnterjrtendat 87912 402 £701 240 {1 604 B52) |2 534 218) 92 564 572 [21 483 954) |oaT ettet) 71080 617
Lt Poafiae Trisats 1, 2 i 2b: Db Nainas
| Ticons o daath dehediile, coliimn A, Y
30
Year 31 71 080 617 7 106 D62 {1 312 860] (1343 1385 75 532 BE3 75 532 6E3
Year 32 75 532 683 7553 268 {1 403 328] (1423 724 B0 258 900 B0 258 900
Year 33 B0 258 900 5025 90 (1 4395 D0SE] (1 509 147) B5 250 634 B5 ZB0 634
Year 34 BS5 280 634 B 528 D63 (1 595 E986] (1 590 606 90613 105 90613 105
Original trurt (Trum 1)
rertuchursd for sach Besbructuring of Trust 1 &= form nes
1aparats banefciury [Trar - Trunts Ea and 3
Year 35 S P 90 613 105 9061 311 {1 702 £50] {1 695 67| 96 276 268 (B LB A s e it o Trusst 4 cusitsl 6 32092096
SErding 15 re mEnL FrN| ¥
banchury of Trurt L
Year 36 32092 096 3 209 210 |563 548] {1797 419) 32 540339 32240339
Year 37 32840339 3254054 |57E 444] (1905 26 33 750 665 33 750 665
Year 38 33 750 685 3375 %7 |5495 680 (2 015 S60) 34510472 3510472
Year 39 34510472 3451047 {611 983] (2 130 754 35 208 762 35 208 782
Deadh of turdwing mecias (a
srad cf punt]; Bemaining
skl In Trun L diniribaind - , Dislribete remadning lrust capital to
Vamr A (e rciarien ks 35 208 782 3520 E78 |627 150] (2 2659 200] 35 833 310 (35 B33 3100, o -
Tyt i e s vin
LTEH
Year 41 - - - - - -
Year 42 - - - - - -
Year 43 - - - - - -
Year 44 - - - - - -
Year 45 - - - - - -
Year 46 - - - - - -
Year 47 - - - - - -
Year 4B - - - - - -
Year 49 - - - - - -
Fardwer remruciuring for Jrd
Year 50 geraryton (aake of ol oram - - - - - -
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Table 65 — Comparison 3b (Trust scenario): Trust 2a and 2b combined capital value

TRUST 2A and 2B COMEBINED CAPITAL: {4 beneficiaries im each trust: 2 parents, 2 children)

Anmnusl oapitsl grosath:

10%

A

C

A = oolumn G of

PrEViDUS year

B=fw|l+01)

C = 4{column L of
Trust 3 and Zb
incoime + tan
schedule]

D=A+B=C

E - refer F for
explanation

YWear

Scenario event

Capital value
|start of year)

Capital growth
(includes income:
reinvested net of

CWENSES

Cash distributions
to pay tax

Capital value
|end of year, before
adjustments)

Description of adjustments

Capital walue
{end of year, after
adjustments)

Year 0

Trararber of msrty to Tt 1

Year 1

Year 2

Year 3

Year 4

Year 5

Year 6

Year T

Year B

Year

Yeur 10

Year 11

Barmticinrer sSecive ta
rarte irecremmsa (Trazs 1 -
et Zons seery §
ey

Year 12

Tear 13

Tear 14

Year 15

Tear 16

Year 17

Year 1B

Tear 19

Year 20

Year 21

Fourdsr retirsa, tas reis
renaira the same; Fourder
W pous TRt rmaking
cash withdrywsh om loan
merzaris (Trt 1)

Yemr 22

Year 23

Yemr 24

Yeur 25

Yeur 26

Yeur 27

Year 2B

Yeur 20

Year 30

Dwswth of founcer int end of
e

Year 31

Year 32

Tear 33
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Table 65 (continued)
TRUST 24 and 2B COMBINED CAPITAL: (4 beneficiaries in each trust: 2 parents, 2 children)

Animual capital growth: 1%
A B C o E F 5]
C = +column L of
A:n:-:!llumrli-c!' B=fw(l+01] Trust 2a and 2b D =AsB+C E:':f-:rF.FDr F G=D+E
Previous year : income + tax explanation
schadule)
Capital growth . _
Capital value Ca 1 vl
. Capital value fincludesincome | Cosh distributions v _ L _ prealvalue
Year Scenario event ' [end of year, before Adjustments Description of adjustments {end of year, after
|startof year) reinvested net of to pay tax ) .
adjustments) adjustments)
eapenses)
Year 34 - - - - -
Ciriginal tna (Trust 1] :
ey ::\Ermwmmﬂm
Year 35 ““""'"""“"‘""‘"'_ - - - - [9 529 §45)| Rter Trusts 1, 2n and 2h: Other taes - 54 554 347
e e e CIET o transfer schachle, column &, ¥1
SLrVIVING SPCUSHE MR —
bensficany o Trat 1 EH]
Year 36 54 654 347 5 465 435 (630 242) 59 489 539 59 4§09 539
Year 37 59 485 539 5 543 554 {707 112) 64 731 381 64 731 361
Year 3B 64 731 381 6473 138 (506 749) 70 397 770 70 387 770
Year 30 70 397 770 7038777 (EDE E76) 76 538 671 76 538 671
Rarsirdar of I:lpi‘lﬂ Trosm Tnest 1 LESS
Death of ssrdving speuss (it CIET due on distribution
and of pear|: Aemaining - . .
Cooetnl Refer Trust 1 Capital schedule,
Yearap [TPRU R m 76 536 671 7 653 B6T {1022 456) 83 170 063 30 461 388 |column . r 40 ‘ 113 631471
A ——— LESE COT-Refer Ingiz 2 Znand 200
lcara Qtiher tues - COT on irangier schedule,
codurmm A, Yr 40
Year 41 113631 471 11 363 147 {1 728 560) 123 266 059 123 266 059
Year 42 123 266 059 12 326 606 {1516 362) 133 676 303 133 676 303
Year 43 133 676 303 13 367 630 {2 117 502) 142526 £31 144926 431
Year 44 144 926 431 14 432 643 {2 366 715) 157 052 359 157 052 359
Year 45 157 052 359 15 705 236 |2 557 136) 170 160 460 170 160 260
Year 46 170 150 450 17 016 045 {2 B74077) 184 302 £29 184 302 £29
Year 47 184 302 4259 15 430 243 {3 166 782) 199 565 869 199 565 569
Year 4B 159 565 B8 15 956 589 {3 454 554) 216067 924 216 067 924
Year 49 216 067 924 21 06 792 {3 B10 784) 233 B3 932 233 863 932
A anzets i ench bt sold 1o form
nisw trust structures.
Further restrecturing for 3rd - . . N
. Cametsl distrioution To new trusts [not
" I !
Year 50 pr-rTb:lﬂllk of wll trumt 233 863 932 13 386 393 4 166 T96) 253 083 529 {253 083 5249) — in = — 225 569 251
' remining weskh esz CET sffectaf
restrucharing]
CIET due on 2nd restructuring reduces
remeining imestment amcant
225 589 291 - - 225 589 291 [27 £94 23B)| Refier Trustz 1, 29 and 2b: Otber taeems - 225 569 251

LT o bransfer schecelle, columin &, 1T
30
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Table 66 — Comparison 3b (Trust scenario): Trust 1 income and income tax (excluding CGT)

Columnn Lvelue

rarefermed to
TRUST 1: INCOME AND INCOME TAX [exd CET) Fefier Methodology section for assumptions used with respect to effective income: ten rates used in bl below column C ot
Tzt - Copital
ahedhils
& B c o E F & H 1 ] K L M
1z
Yr 4 - 4l per
= i effective tax Eke |
A =Columin A of ) ) |
Truz & Cagial| = A w003 D-38% Ezcap | TATEXFE H=Fx& Yri-3x=g/2 f-uﬂh;:n;ﬂ, K=lal L=E+H+E | M=]L/E]%
¥r3l-3%=8/3 ¥rid-I=8xi3 " . !
schedhie ¥r3s-a=g ¥rag+:=o ¥ris-20:30.0%
’ . ¥r 24 - 2% 35.0%
¥r X% -30: 35
¥r 30 - 33: 35.0%
Annvusl taesbie income genersted: 5% Founder Spouse Chikdren [x 2}
Annusi baeible: [Effective income
income gEneratad . tax rate Erfective
- Caipital walue by asset Distributed | . Distribetied | Effective income Distributed tombie | [per child, lookug TOTAL TAX Pl | income taw
v Soenano et (startofyear] | [@kuleted wsing | tuable income -:'::n INCOMETAX | emmie income ‘ta rate ANCORAE TAX iincome walee = IRCOME TAX | oy L PAATIES | rate ot irust
starting walue of distributed income
oapital] income [ 2}
¥ioor @ [Trasader of s o st i
ear 1 L0 000 D00 500 000 123 000 B0 47 500 123 000 7.2% 9 000 250 000 72 18 000 74 500 14.5%
‘ear 2 A0 529 500 45 279 135 565 EEE 51 836 135 555 7.2% EEEE] 73438 7B 13 656 Bl 385 14.5%
fear 3 11 335 655 n25 533 143 208 38105 56 539 145 208 7.2% 0 743 I35 416 7B 1486 B8 528 14.5%
‘fear & 13041 352 E32 070 153 047 38.05%| 51547 163 017 5.0% 14 672 325 033 9.0 23343 105 361 16.3%
‘fear § 14 235 570 711579 177993 38.05%| 57 638 177 553 10.3% 18 308 335 589 10.3% 36 616 122 562 17.2%
‘ear & L% 540 BEY 777 48 154 262 EEE 73 820 154 253 A0.3% 15 BEl 385 924 10.3% 33 562 133 763 17.%%
‘Wear 7 16 351 259 BLE 059 211046 3805 BO5E6 H3 M5 1 7% 4 870 424 032 11 7% 43739 155 175 P
‘fear § 18 302 234 513113 231278 3805 B7 826 PR 13.3% 3079 451 136 133% 1582 1B0 274 15.5%
‘Fear 3 20 172 206 1005 £10 32153 38.0%%| 95 818 B2 153 14.6% 367 504 3059 12 6% 73 548 206 140 20.85%
ear 10 21 563 286 1099 164 74791 IR0 104 421 74791 14.5%| 40076 549 382 14 55| 20151 224 647 20.8%
e Tl rleslier L
Year 11 :_':_;:‘:"_2, 23 9% 968 1157 848 59462 38.0%%| 113 796 155 852 1%.6% 46 TEL 595 524 5.00 143 731 310308 23.5%
ear 12 26042 336 1302 118 23329 38.0%%| 123 7 ] 17.8% 57 TE3 631099 Za.0% 152 765 334 249 26.85%
Wear 13 2B 303 343 1415 117 393779 IR0 134436 3|3 T 18.7%| 66 145 707 339 %08 176 8590 377 471 26 7%
ear 14 3079 106 4937 798 324438 EEE 146 087 384 433 15 5% 75 03 THE 578 5.0% 152 248 413 337 285
‘fear 15 33 417 179 1§70 E54 417 716 305 158 732 417 715 W% B4 524 E3% 432 308 208 358 452 114 27.1%
ear 16 36 306 B 18135343 433 B36 38.05%| 172 458 433 B35 2% 5299 807 E72 30.0% 7 32 544 055 0.0
Year 17 39 353 T24 1 955 E76 452 413 38.05%| 187 119 452 4139 2.6% 111 411 584 £38 20.0% 255 451 583 571 30.2%
ear 18 42 738 50% 2135 545 534 236 EEE 203 040 534 135 13.3% 124 434 1062 473 30.0% 20 542 547 S5 30.5%
fear 19 45 354 B0 2 312 240 572 560 38105 220233 575 550 .4% 141 GET 1155 120 30.0% 347 736 09 556 30.6%
ear 20 30 15 638 2 714 382 [ 3805 238 885 528 B4y 1.7% 151 307 1257 251 30.0% I7T 187 777 380 3055
Fousadei rellim. Tas iwle
R e Ll
Venr 21 [ ipoces o weking 34543 418 2T AL EE1733 305 259 081 1753 ETH 151 941 1363 185 35.0% 47T 255 518 277 33.7%
el Tl wmaa o has
s (1 ruar 1)
‘fear 22 37 575 48 2 ETE 574 719744 3805 273508 TR I76% 138 399 1438 457 3n.0% 503 820 975 722 33.5%
‘fear 23 50 77L TS 3035 385 733 646 38.05%| 2B8 656 IS B =% 216 176 1918 253 3n.0% 531 752 1036 554 34.1%
ear 24 64 12 BBS 3 205 344 BO1 386 IR0 304 603 =0 386 25.2%| 734 395 1603 172 3% 0| 551 110 1 100 108 34.3%
‘fear 25 £7 E52 543 3 352 647 BL% BE2 3805 321351 49 B2 5.2% 247 263 1651 324 3808 531 963 1 160 558 34.3%
fear 25 71353 524 3 555 186 ESQ 043 3805 338579 E52 043 5.5% 267 01E 1784 058 38.0% 677 857 1283 553 35,05
Year 27 73 206 023 3 750451 520113 38.0%%| 357 243 540113 30.9% ZE7 1BS 1 BBO 226 35.0% 714 486 1358 13 36.1%
ear 28 79243 235 3 952 162 520 340 38.05%| 376 405 950 340 1% 308 038 1381 0EL 35.0% 752 811 1437 254 36.5%
ear 25 23 474 B9 4173 743 4043 435 EEE 396 506 1043 435 6% 329 654 2085 271 3=0% 753 041 1545 170 38.8%
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Table 66 (continued)

A B C o E F G H 1 [} K L ]
]
¥rl- 10 per
eifective tax rEte
A =Calumn & of c F I: table;
A ) I anom s table;
Trustl:Capital| B=2x005 |wi1-30:=8B/4| D:3sx E=cyp | 1-3 =B/ |GEpersfectie) g | TPAIS0ERI | isasos | K=iw L=E+H+K | M=|L/B}%
schedule Wr3ts=0 Yf;;iﬂ'_ﬂ"‘ 1| mecmobe N 3?.::;__'_55 23| 15 - 20 30.0%
' = ok ¥r 21 - 25: 3506
Vr 25 - 30: 38.0F
¥r 30 - 35: 30,06
Annual taxable incomie generated: k] Founder Spouse (Children [x 2)
Anrusl taxable Effective income
income generated Effecti ‘tax rate Effective
. Copital value by msset Distributed . Distribouted Effective income Distributed tasnble | [per child, lookup TOTALTAX PAID | income taw
¥ Scenaric svent tax | INCOME TAX INCOME TAX INCOME TAX
= = |start of year] | (calculzted using | tnasble income |r-:|:|r:-: tenashle income tax rate income value = BY ALL PARTIES | rate of trust
starting value of distributed imoome
capital] income  2)
Year 30 :I”"““‘“"""‘“" £7 912 402 4395 620 1008 905 30.0% 417584 11088 905 120% 352 101 2197 810 35.0°% 835 168 1604 §52 35.5%
Year 31 71080 617 3554 031 - - - 1184 677 32E% 388 B12 2 368 354 39.0% 924 D48 1317 860 35 5%
¥enr 32 75 532 683 3 776 638 - - - 1258 7B 335% 471 403 2 517 756 30.0% 981 825 1403 328 37.2%
¥ear 33 50 258 500 4012 345 - - - 1337 648 3358 451 543 1 675 207 0% 1043356 1495 D08 37.3%
¥enr 34 BS 280634 4 264 032 - - - 1421 344 343% 457 248 2 BAZ GER 300%) 1108648 1505 896 37.8%
Crigiral frunt [Tras 1)
rertructured for ssch
Yeor 35 |"erms banafichey (Tust 50 613 105 4530 655 - - - 1510 M8 7Y 524 480 3020437 3% 1177970 1702 450 37.6%
Zmmed T} -t wnd of year;
Surdving pours rersing
bensficiery of Tnat 1
¥enr 36 32 092 096 1 604 605 - - - 1604 605 351% 563 548 - - - 563 548 35.1%
¥ear 37 32 540 338 1647 017 - - - 1647 017 351% 578 444 - - - 578 444 35.1%
¥ear 38 33 750 665 1 687 533 - - - 1687 533 353% 585 GO - - - 535 GB0 35.3%
¥ear 33 3 510472 1725524 - - - 1735 524 355% £11 983 - - - £11 983 35 5%
Daast af auretdng spouss
[t srd of yearf; Bermaining
oaphad ie Trurt 1 dimtritarisd - R B - - . B B B
Year 40 [S°0 L 35 208 782 1 760 439 1760 438 35.6% 627 150 627 150 35.6%
reirrenrt In ranw trusts wie
kara
Year 41 - - - - - = - - = - - = =
Year 42 - - - - - = - - = - - = =
Year 43 - - - - - = - - = - - = =
Year 44 - - - - - - - - - - - - -
Year 45 - - - - - - - - - - - - -
Year 46 - - - - - - - - - - - - -
Year 47 - - - - - - - - - - - - -
Yeor 48 - - - - - = - - = - - = =
Year 49 - - - - - = - - = - - = =
Turtar restrusturing e
Yeor 30 |3rd penerwtion (ssis of il - - - - - - - - - - - - -
trurt masta]
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Table 67 — Comparison 3b (Trust scenario): Trust 2a and 2b combined income and income tax (excluding CGT)

TRUSTS 2a and 2Zb: INCOME AND INCOME TAX [exc OGT)

Refer Methodology secticn for assumptions used with respect to effective

nicome tax rates used in table below

Column L vakue
transferred to
column © of

TruziZeand b
Lombimed;
Capital schedule
L) B C =] E F G H 1 ] K L M
& =Columin & of
Trust 2a and 20 . . ) e ) H IH
Sombng. BEaxnm 'rrEE-::];=3-'4 20a% Fecem v-ss-:ﬁ::e;ﬂ at-af:-.ﬁ HEFRE |vraEsgo=2/2) perefecheeta | KEI LEAHEK | MEl/E%
Cagim _—— rate tmbie
scheduile
Amnusl taxsble income genarated: ok Founders [x2) Spouse [x2] Children [2x 2 = 4]
Anmual taxsble Effective incomie Effective income
. incame generated . Effective S e mte . fx rate Eff=ctive incomie
Year Scenario svent Capital unlue by msset nnmi;mu income tax | INCOME Tax | Do ated e INCOME TAX nmi;uu e ecoME Tax | L TARPAID | et aftrus
[start of year) [caloalsted usng | tecsble income — ‘taxable income | lookup walus = taxable imcome lookup walus = EY ALL PARTIES imcome
starting walue of distributed distributed income
capital) income J 2) i4]
Veor 0 |Trencker of smwts to Tt 1
¥ear 1 - - - - - - a.0% - - ok - - .
Fear 2 - - - - - - 0.0% - - o - = -
Wear 3 - - - - - - 0.0% - - ook - - -
Fenr 4 - - - - - - a.0% - - wik - - -
Year § - - - - - - 0.0% - - ook - - -
FEr 6 - - - - - - a0k - - wik - - -
Year 7 - - - - - - 0.0% - - oo - = -
Yenr B - . - - - . 0.0% - - o0k - - .
Yeur 9 - - - - - - a.0% - - wik - - -
Yenr 10 - - - - - - 0.0% - - ook - - -
Venr 11 (o e dons avery s - - - - - - a0k - - ook - = -
swn
Year 12 - - - - - - 0.0% - - oo - = -
Yeor 13 - - - - - - 0.0% - - 0% - - -
Fenr 14 - - - - - - a.0% - - wik - - -
Yenr 15 - - - - - - 0.0% - - ook - - -
¥enr 16 - - - - - - 0% - - wik - - .
¥ear 17 - - - - - - 0.0% - - o - = -
¥enr 18 - - - - - - 0.0% - - ok - - -
¥ear 19 - - - - - - a.0% - - ok - - -
¥ear 20 - - - - - - 0.0% - - o - = -
Foandar radras, tan rans
i The use; Fourder
¥ear 21 (ssd spoas riars making - - - - - - 0.0% - - oo - = -
dnt wihdrassh from ks
ez (Tras 1
Yenr 22 - - - - - - a.0% - - wik - - -
Yemr 23 - - - - - - 0.0% - - ook - - -
Wenr 24 - - - - - - 0% - - wik - - .

266



Table 67 (continued)

A B c =] E F L] H ] ] K L ]
& =Column A of
Trust 2 and 20 c - E —— I LE
: o: : G = par we _
gl L E=Ax0.03 E=Cal | H=FxG i S0:=8f per et tuw E=lul L=E+HtE M=[LfE]%
spmned: ¥r3g-s0:=8/4 35.0% r35-30 =B 4| taxratetable R I !
scheduie
Annual taxable income generated: =3 Founders [x2) Spouse [22] Children [2x 2 = 4}
Annual tawabie Effective income Effective income
income generated 3 . tax rate tam rate T
" . e Capital value by msset Distributed . r::m INCOME TAX Distributed {per person: S Distributed {per person: S TOTAL TAX PAID ' “::Dﬂ:
=ar A e (start of year) | [cElouisted using | tacabie income ! := tanabie income | lookup value = taxable income | lookup walue = Y ALL PARTIES | ™
starting walue of = distrioutesd distributed incomie (Fesme
capital) inoome | 2) /4]

Fear 25 - - - - - 0.0% - - oo - = -
Yenr 26 - - - - - a.0% - - ook - - -
¥ear 27 - - - - - 0.0% - - oo - = -
Wear 28 - - - - - 0.0% - - % - = -
¥ear 29 - - - - - 0.0% - - oo - = -
¥ear 30 :‘I""”“""'""‘"““ - - - - - 0.0% - - 0% - - -
Fear 31 - - - - - 0.0 - - =T - = -
¥enr 32 - - - - - a0k - - ook - - -
Fear 33 - - - - - 0.0% - - oo - = -
Wenr 34 - - - - - 0.0% - - ook - - .

Origimal erurk (Trae 1

meTacransd for asch

18pacuts bt naficines Crun
L ) i - - - - - 0% - - ook - - -

Surviving spoLss rersin

Basaficinry of Trurt L
Fear 36 34534 347 2 73 71T EE3 175 39.0% ZEE 440 583 173 121 267 1365339 24F 535 630 242 23.1%
‘fear 37 35 425 335 2574 477 743 515 35.0% 250 iz 743 eds 135033 1487 138 27E 0BT 707 112 I3.2%
‘Weor 38 54 731 351 3 135 369 209 142 35.0% 315 585 £09 141 163 728 16438 283 327 456 06 743 24.5%
‘Fear 39 70 357 770 3 319 BES E73 972 35.0% 343 183 E79 571 18% 229 1733344 370 458 E98 876 5.3%

Death of mureiving Epcias

fart ened o wuar|; RasTaining
Weor 40 ':-:Nuh Tn.lr:‘ :Itmm TEIIEETL 3 EX5 534 536733 3m.0% 373 136 236 733 2z.6% 245 443 2z 6% 43Z 5B7 1022 4586 5. 7%

T T i B TR R

arm
Fear 41 113 631 3 E81 374 1420333 35.0% 553 953 1420353 27.6% 391 535 2 849 7E7 27.6% TEZOT1 1728 560 30.4%
Wear 42 113 2eE € 153 303 1340 326 35.0% B00 932 1340 825 22.9% 432 1B0 3081551 22 9% 87E 360 1316 363 31.1%
Wear 43 133 67E 3 & 23 B13 1E70334 35.0% 651 67 1570 534 29.7% 488 6510 3 341308 29.7% 977 220 2117 502 31.7%|
Fear 44 11492 431 7 245 322 1811 380 35.0% T0E 515 1E11 380 30.9% 553 200 3633 161 30.5% 1 10& 799 Z 366 715 32.7%
‘fear 45 137032 338 7 B3I B1E 1563134 35.0% TB5 B30 1363 134 31.1% 640 502 3925 309 311% 1231 oD4 2557 135 33.1%
Weor 46 170 160 450 g J0= 023 2127 0dE 35.0% B2953F ZAZ7 005 Iz.0% E81 515 4232011 Iz 0% 1363030 ZETAOOT 33.8%
Fear 47 124 302 425 521% 121 2303 7ED 35.0% Bo9E 474 Z 303 7e0 3z.8% 75E 102 4 607 361 3z E% 151205 3166 TEI 38.4%
Wenr 48 139 5e3 259 5578 294 2454374 35.0% g7 ase 1454374 33.0% 82T 123 4983 147 33 % 1 e54 447 3454 554 EEN=A
‘Wear 49 216 DE7 324 10 203 396 2 700 =45 35.0% 1053331 700 243 34.0% 913 151 3401 38 34.0% 1838302 3810 784 35.3%

Further rertnctaring for Jnd
Weor 50 |pesaticn ok of o tur 233 Be3 532 11 &53 157 21523 295 35.0% 1 140 0E7 923 253 32.5% 1 0E 303 3 Bas 398 32 9% Z 01T 206 4 166 7965 35.6%

a1
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Table 68 — Comparison 3b (Trust scenario): Other taxes — CGT on transfers and disposals

TRUST 1, 2a and 2b: OTHER TAXES [CGT and Estate duty) - CGT on transfers and disposals

Annual exemption and inclusion %: 40000 40%
Annual exemption in year of death: 300000
CGT on transfer
A B C 1] E F G H
A=BuGuFu[C-D-
" ’;]x[ B:refarH [ C:referH D:referH | E=300000 F= &: refur H H
CGT on transfer Mo. of Proceeds Baze cost Arinvusl Income tax
Year Scenario event an Y | ndmion g [T Description
[total for all persons) | persons [per person) [per person) axemption rate
- Ol on transher of sssets o Trat .
YeorD  [Trassbero? . 753 920 1 10000 000 5 D00 D00 ADD00 005 35.0% - IE-.n- col and Proceeds as per stanisg :_-n-md.u assurRpLions
- Incodin Lin fale equals ssssspton Tor Income Lix of foosde it
Sbai of el
- CET on assumption That e asset had b be Tguidated 1o
Py elae duty - auime distribuied 10 Tousder and annaal OGT
enszin plion o death oould be applied
- Bl corill b proponion of msrket value transfesmed is Yed:
Pellai ket walue trarslerred in ¥ 0 Prooeeds (mgual Lo el ate duty,
Cuath af fournSer . ) Tistal 1 i i 2
Venr3q [Tt et 2882 511 1 18641 143 1006006 | 300000 20.0% 4 g [ 2% ot Tl st copil (e L: Cosital schadely, estumn
- Proceedi gk etete dily dus - refer Trut 3. Fa snd 26
Ot Lz - Tiioos o chinilh e bl bis, £l iia &, Wi 300
- Asnual Esemption in year of death csumed
- Adsiiifree Fradiniiim incoime Lis s dos L edditional Ll
incom.
= CET on dstribution of I/3nds of Trust 1 assets 1o I childoen
R [4/3 each) to st iip owe trusts (Trets Ja and 250
e - Bacen co eguals 13 of initlal Tundieg in Year O,
separms baneficary (Trat . o -
Year 35 S ) - ot o 9520 B45 2 32 052 09568 2057 64l 40 000 40.0% A1.0°% |- Precesds egaabi hall of trust capital ditributed ger T §
u qw.m: ' Cg bl schadhala, eslumn F, Yr 35
hesaficiery of Tras 1 - Adsiiime madmum income Cix fabe dos Lo additiosal teabis
incain.
= 0T on Sstibution of remainder of Trust 1 assets to 2 childres
| —— (12 each) to be sold Le trusts (Trests be el B,
w2 ol year); Remaining - Bl corill el 13 of initad Tundieg in Faar O divided By 2
capitsl In Trunt 1 divtriabes . | chil
&
Year 40 T 5371922 2 17 916 655.14 1 458 BAR 40 000 40.0% 41.0% . Prosets mals hall of trust eapital disaribited ar Tt 3
reirremrt In new St e Cagital schadule, eslumn F. ¥ 40
o - Aisiiired i i L Tabe ok L e it el Ll
o,
- CET on dstibution of sl e assets s Trust Za and 2h for
Pl P ML of sl
- Biriw coril aguals isitial Tundieg ints Trusts Ta and 2b s year 35
plis additionl fusdng 1Fesshered in year 30 divided by S
sl chin b (2 Pairoiliich of & paophs sk
e e i vk in Trust e end 2b: Couital schedule, colume &, Y 35
Year 50 |penemiion jaake of wil trest 27 494 238 8 31635441 10639 467 A0 000 20U0% 41.0% A—— o
ed varhoss I Trusit a and Jb: Capliall schedule, colums E, ¥r 40;
diwiche sues by B
- Proveeds eguak Trust 2e eed 3. Cagital schedals, column D, Yr
50 divided by B
- Adsiiime madmum income Cix fabe dos Lo additiosal teabis
incain.
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Table 69 — Comparison 3b (Trust scenario): Other taxes — Taxes on death

TRUST 1, 2a and 2b: OTHER TAXES (CGT and Estate duty) - Taxes on death

5 44 abatemnent and estate duty %: 15 D00 000 20%
Dutiable estate value at which higher estate duty % levied: 15 000 00 25%
Estate duty on death
A B C D E F G H
G =0.2 and on
portion above
A=B+1 B=FxG C:referH D: refer H E= F=C-D-E _ H
15000000 apply
0.25
Deductions
Estate duty
. TOTAL TAXES OM ESTATE DUTY ON | Estate asset (if bequeathed to . Estate duty ..
Year SCenario event abatement {5 | Dutiable estate Description
DEATH DEATH value spouse, s 4(q) a) rate
deduction)
Full trust sszets sre deemsd property in founder's
- e estate due to sale on losn sccownt |assumed thak
Year 30 ‘\“ it 18 641 143 18 641 143 92 564 572 - (15 D00 000) T7 3684 572 | 20.0% f 25.0% (io=n sccount valse not considered for estate duty in
el acdition to trust assets)
Fozfer Tnest 10 Cagetnl schesdule, columin E, ¥r 30
Che 1 ol survivieg sgouse
[at end of pear); Remaining
capitad in Treok 1 distributed KMo esiate duty on lo=n account o Trust 1 :no loar
ear 40 o child benefcanes who ) ) " ) " . 20.0% BCcount left)
reimveal in fee Lol via
(e
annual exemption and indusion 4 300 000 A0%
CGT on death
I ] K L M N 0 P
I=lx0xMNx(K-L-M) 1z refer p K- refer p L refer p M = 300000 MN=04 0 refer p P
Proceeds Base cost Exemption in Income tax
Year SCenario event CGT ON DEATH Mo. of persons Inclusion % Description
per person) [per person) year of death rate
Mo O5T on losn account. |domatic mortis couss or
) base past = proceeds]
¥ear 30 L"“_'" lndin Gl - Fmymant of astate duty from trust asset mlss mszumes
et to be from cash reserves thersfore no additional OST
e o i speosal
Do L ol surviviog spouse
[at end of prar); Remaining
R R - Mo OS5 T an losn acoount | domatic mortss oouss |

o child beneficianes wha
reimsl in s Lrus b via
loasn
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Table 70 — Comparison 3b (Trust scenario): Trust 1 loan account — founder

TRUST 1: LOAN ACCOUNT: Founder

Annual donation fres of donations tax: 100 @00
A B C E 3 G H 1 1
T ToTTTOET
B = Column C of | €= Column E of .arrLa .
& =column F of | Trust 1: Income | Trust 1- Incoms withdrawals F=z=A+B:C+D = Celumn E af
- — - from Post- E=man 100000 | G: refer H H Trust 1: Capital I=F {1
PrEviousS WeEr and income tax | and income — +E
' retirement schedule
schedule schedule e
withdraval
LESS Cash
Loan sccount: | Distributions of LESS Cach e s . " . . Loan sccount Trust 1 capital Lomn sccount as
Year Scenario event founder income on loan vriﬂui_n-fll -HI ire t | jmax R100, founder Adjustments Description I::ﬂ o‘thp:r] p:rl::rﬂna;: of
|start of year) account on distribution ithdrawals {=nd of year} Trust 1 oapital

Yaar §  |Trensfer of aoetto Trust 1 10 (D10 (=D0 10 D00 (D0 1003
Yearl 10000 000 125 000 [47 50 - (100 000} 9977 500 10325 500 1%
Year 2 0977 500 136 560 [51 EDE] - [L00 D00y 0962173 11 936 655 B3%
Year 3 0o52 173 149 208 [56 G0 - (100 D00} 0954 682 13 D41 392 TE%
Yeard 9954 682 163 047 [E1 247) - (1000 D0O) 9955752 14 235 570 T0%
Year 5 5955 752 177 995 [67 63E] - [0 D00 9966 109 15 540 965 64%
Year 6 S 956 109 184 262 [73 B2 - (100 D00y 9986 552 16961 299 58%
Year 7 5986 552 212 016 [ED 566 - [ 100 (DN} 10 018 D02 1E 502 254 54
Year B 10018 D02 231 278 [E7 EEE) - (100 D) 10 061 394 20172 206 S0%
Year 3 10061 354 252 153 [95 B1E] - (100 000} 10 117 729 21983 286 46%
Year 10 10117 729 274791 (104 421) - [ 100 D00 10 185 099 13 956 968 43%

Baraficierimn’ o fedtie e
Venr 11 |Tninemes il 10185 089 289 462 (113 796) - (100 D00) 10 273 766 26042 356 39%

vy &

balcl
Year 12 10273 766 325 520 (123 701) - (100 D0y 10 375 594 2E 302 343 3T%
¥ear 13 10375 584 353 778 [134 436) - 100 D) 10 494 837 30755 106 34%
Year 14 1043£ 8937 3E4 435 [146087) - (100 D00} 10 633 289 33417279 3%
Year 15 10633 269 417 716 (158 732) - [ 100 D00 10 792 273 36 306 B34 30%
Yenr 16 10792 273 453 836 {172 45E) - [L00 D00y 10 573 652 30393 524 2E%
¥ear 17 10573 652 402 415 (187 115 - 100 D) 11 178 851 42 73E 005 26%
Yeor 18 11178 951 534 236 (203 D10 - (1000 D0O) 11410178 46 364 E10 25%
Year 19 11410 178 579 560 (220 233) - [0 D00 11 669 505 50291 635 23%
¥emr 20 11 668 505 628 645 [23E B85 - (100 D00y 11 5§58 265 54 543 419 2%

fourder retire, tax rete

remiuina St asma; Fourder
Vear 21 |and spoasa start making 11553 265 6E1 793 259 081) (750 00D (100 D) 11 531877 57570483 20%

omh withdrewsls from loan

secounts (Tnat 1)
Yeor 22 11531877 719744 [273 503 (755 000 [ 100 o0} 11 OB3 218 60 771 709 18%
Year 23 11083 218 759 646 |2EE 656) [B42 700 [L100 000y 10 6114399 54 126 EBG 17%
Year 24 10611453 B01 586 1304 603) (893 262) (100 000} 10 115 220 67 652 943 15%
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Table 70 (continued)

a B C E F 5 H 1 ]
T -Toare= o
snnual
B = Column C of | C=Column E of
-t — | = Cod E of
& =column Fof | Trust 1- Income | Trust 1: Income Mtrd'::‘:ld E = max 1 F=4+B+C+D - refar H H Trust ;r;::i: J=E /I
Previous year and income tax | and income x L - =E EEE—— -
schedule schedule fetremen: sehedule
withdrawal
LESS Cash
Loan sccount: | Distributions of LESS Cash - - Loam account: o Loan account as
withdrawal - | Arinual dorasti Trust 1 capital
Year Scenario svent founder income on loan | withdrawal - tax: . an foundar Adpustmznts Description percentage of
. post-retirerment | (max RLO0, 0000 |end of year)
| st of year} mcoount on distribution ithdh Is |end of year) Trust 1 capital
Year 25 10115 220 B45 662 [321 351) |46 BSE) [ 1000 DO 5592 673 71353 924 13%
Year 26 0502673 BOZ 049 [338 570) (1003 659} [ 1000 (DN D042 074 75 200 025 12%
Year 27 9042 074 340 113 [357 243) |1 063 B29) [ 100 DOy E 461 054 79 243 235 11%
Year 2B E 461 054 950 540 [376 405) (1127 723) [ 1000 DN 7 BAT 467 B3 474 858 o
Year 29 7 E4T 467 1023436 (356 506) |1 155 386) [ 1000 DD 7195 011 B7 512 402 B%
Founder bisgusath
Year 30 ::""""""""‘”’ 7195 011 1098 505 [417 584) {1267 109) [ 1000 DN} 6513 223 (6513 223 [koun sccomnt b Trus 97 554 572 T
1
Year 31 - - - - - -
Year 32 - - - - - -
Year 33 - - - - - -
Year 34 - - - - - -
Drignal s Tk 1
o sch
s parn s beradcisy ot
Yeor 35 28 mndd Thi - wtwnd of yean, - - - ) - -
Surving spouns TN
tenaficinry of Trast L
Year 36 - - - - - -
Year 37 - - - - - -
Year 38 - - - - - -
Year 30 - - - - - -
Desth of surviwing pous |ni
ard of yeart. Remaining
sspkal in Trom 1 Sirriscted
b A — - - - ) - -
reimmatin rew it vin
iaara
Year 41 - - - - - -
Year 42 - - - - - -
Year 43 - - - - - -
Year 44 - - - - - -
Year 45 - - - - - -
Year 46 - - - - - -
Year 47 - - - - - -
Year 48 - - - - - -
Yeor 43 - - - - - -
Furshar restructuring Sor 3es
¥ear 50 |peremtion jmis of sl wet - - - - . -

nmeia)
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Table 71 — Comparison 3b (Trust scenario): Trust 1 loan account — spouse

TRUST 1: LOAN ACCOURNT: Spouse

Annual donation free of donations tax: 100 DD
A B C o E F G H 1 1
D = Spouse’s
B = Celumn F of | € = Column H of .=rr|.i|
A =oolumn Fof | Trust 1: Income | Trust 1: Income withdrawalz F=aA+B+C+D I = Column € of
“ e —— from Post- E=max 100000 | G: refer H H Trust 1: Capita 1=Ffl
previgus year | and income tax | and income tax L +E
retirement schedule
schedule schedule )
withdrawa|
schedule
Loan account: | Distributions of LESS Cash “:EE. Cuh. . L . Loan accownt: Trust 1 capital Loan scoount as
Year Scenario event spouse income on loan | withdrawal - tax ~ spouse Adjustments Description = percentages of
start of year] account on distribution Frii= || L end of year] (Eosictaet Trust 1 capital
L year) withdrawals L year] P
Year ('  |rrenster of muet o Tt 1 - 10 DOD 000 ks
Year 1 - 125 000 (5 D00y - | 100 DD} 16000 10 925 500 ]
Year 2 16 000 136 568 {9 B33} - {100 000 42 736 11 936 655 05
Year3 42 736 140 208 [10 743) - | 1040 000} 1201 13 041 352 1%
Year 4 B1 201 163 047 [14 672) - {100 000 128 547 14 239570 1%
Year 5 129 547 177 995 [1E 30E) - | 100 DuDn 188 233 15 540 965 1%
Year & 169 233 194 262 [19 3E1) - | 100 000 263 514 16 961 259 2%
Year 7 263 514 212 016 [24 BTD) - | 100 Do} 350 661 18 502 254 2%
Year 8 350 661 231 278 [30 756) - | 100 D00 451 143 20 172 206 2%
Year 9 451 143 252 153 [36 774) - | 100 D0 566 522 21 9E3 2B6 3%
Tear 10 566 522 274 791 [40 O76) - | 100 000 701 237 23 956 965 3%
Barmbciar aRaciren Lax
rats incesoem (Tt 1) - . ; . "
Year 11 et it iy T01 237 295 462 46 TE1) - | 100 D0 B53 918 26 042 356 I8
ymary
Year 12 853 918 325529 [57 7E3) - | 100 DD} 1021 665 28 302 343 4%
Year 13 1021 665 353 779 [66 146) - {100 000 1 209 298 30 755 106 4%
Year 14 1209 298 384 439 [75031) - | 100 D00 1418 706 33417279 4%
Year 15 1 41E 706 417 716 [B4 524) - | 100 DY) 1 651 BSE 36 306 504 5%
Year 16 1 651 B98 453 B36 [99 259) - | 100 DuDn 1 006 435 39 363 524 5%
Year 17 1 906 435 492419 (111 401) - 1100 000 2 1E7 453 4F 738 905 5%
Year 18 2 187 453 534 236 (124 434) - | 1040 000} 2 257 255 46 364 510 5%
Year 19 2497 255 579 560 141 6E7) - | 100 D00 2 835 125 50 2151 635 6%
Yenr 20 2 835129 62E 645 161 307) - | 100 D0 3 202 467 54 543 419 6%
Teursar rabira, s rats
remaia T aema; Tounder
Year 21 |and spouse start mabing 3 202 467 681 793 181 941) {750 000) {100 000 2 852 318 57 579 483 5%
cnh withdrawais Srom loan
moounta [Tnat 1)
¥ear 22 2 852 318 715744 (158 395) {795 000) | 100 D00 2 478 653 60 771 709 4%
Year 23 2 47E 663 750 646 (216 176) 842 700) | 100 Do} 2079 433 64 126 EB6 3%
Year 24 2079 433 801586 {234 395) 893 262) | 100 D00} 1653 362 67 632 943 2%

272



Table 71 (continued)

A B C o] E F ] H 1 ]
D =Spouse's
annua
B = Cod Fof | C==Col Hof
&= cohumnn Fof | Trust 1L:;u:= Trist 1Ll|1:rmm= withdrawalz Fzh=B:C+D = Catumn € of
- - 5 from Post- | E=mmaxe 100000 | £ G:referH H Trust 1- Capits 1=F{1
r | and ingpore tan | and incore taw S— + TrE—
RrEMiL e retirement schedule
schedule schedule -
withdrawal
schedule
LESS Cazh
Loan account: | Distributions of LESS Cash Loan account Loan account
. - _ withdrawal - | Annusl donation| . Trust 1 capital =
Year Scenario event spouse income on loan | withdrawal - tax irement | s R100,000) - dy Description il ey percentage of
start of year] sCoount on distribution _ end of yea = Trust 1 il
¥= F - - e

Year 25 1 653 362 B45 662 247 283) [9456 B5R) [ 100 D00y 1 304 BE3 71 363 524 2%
Year 26 1 304 BE3 EOZ 045 [267 DLE) |1 003 565) [ 100 D00y 726 245 75 209 025 1%
Year 27 726 245 540 113 [2E7 185) |1 53 58S [ 100 D00 215 284 79 243 235 Fe
Yeor 2B 215 284 520 340 [306E 038) {1127 723) - - B3 474 659 e
Yeor 20 - 1043435 [329 B34 |1 195 3B6) - - 87912 402 ofe
Year 30 :_;‘:" e - 1098 805 [352 101) [1 257 105) - - 92 564 572 0
Year 31 - 1184 677 [363 E12) {1 313 136) - - 75532 623 Fe
Year 32 - 1 I58 878 [421 403) (1423 724) - - 50 255 500 e
Year 33 - 1337 648 [451 BL3) |1 508 147y - - B85 280 634 ofe
¥ear 34 - 1421344 [4E7 248) |1 599 596 - - 90 613 105 [

Criginal trust Frurt 1

rartruchured for sach

s pars barad iy Mt . , _— . ~
Year 35 T — - 1510218 (524 430 11 695 678) 96 276 228 ofe

urviving spouts i

tanaficinry of Trari L
Year 36 - 1 604 605 [563 548) {1797 415) - - 319403338 e
Year 37 - 1647047 [575 444, |1 805 264y - - 33 750 655 ofe
Year 38 - 1 687 533 [555 BBy |2 19 5By - - 34510472 0Fe
Yeor 38 - 1725524 [611 583) (2 140 754) - - 35 206 T2 e

Danth of surviwing pous |

el iy, Mo Spouw bequethn
Yenrgp |70 BT e - 1760 439 (627 150) 2 260 200) - - S (M - 35 833 310 0

1

reincmat in rew truris via

kaarn
Year 41 - - - - - -
Year 42 - - - - - -
Year 43 - - - - - -
Year 44 - - - - - -
Year 45 - - - - - -
Yeor 46 - - - - - -
Vear 47 - - - - - -
Year 48 - - - - - -
Yeor 43 - - - - - -

Iurar remnusturing far 3
Year 50 |persrtion (s of 5l st - - - - . -
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Table 72 — Comparison 3b: Trust summary calculated using capital year-end values BEFORE year-end adjustments

TRUSTS - SUMMARY (using capital year-end values BEFORE year-end adjustments)

a B C D E F e} H | 1 K L
. E = column L of | F= column & of | G = column & of
column E of B = Column D of D = column L of - - cumuktive
E [ - Trust 2z and 2b-| Trustsd, Zaand | Trusts 1_Za and . : )
- Trust 2a and 2b Trust 1: Income H=D+E+F+ : cumulative
Trust1-Capital [— - - | C=A+B | ncomeand |2b:Othertaxes-|Zb: Other taxes - I=1fcC value of F + L=K/C
Combined and Income Tax G value of H
schedule I:a—it' <chadule —schedule Income Tax | OGT on transfer | Taxes on death G
E o LlTUu
schedule schedule schedule
Trust 1 capital | Trust2a +2b . . Cumulati
{end ufﬁpar capital [::d of TOTAL Trust 1 income | Trust 2a + 2b CGTH o Estate Duty and cumulative iative lative l::l.'-'Tarl:e
vear Seenario event BEFD:; : P" BEFORE CAPITAL tax income tax tr = ar CET on death AL TAXES total taxes S and Estate
f year, disposals capital | Estate Duty Dty
adjustments) | adjustments) | capital
Yeor |TVessferof sssets to Trust 1 10 OO0 D00 - 10000 00O - - 733920 - 733920 733 920 7.54% 733 920 7.54%
Year 1 10 925 500 - 10925 500 74 500 - - - 74 500 828 420 7.58% 733 520 6.90%
Year 2 11 936 655 - 11 936 655 81395 - - - 81 395 9049 E15 762% 753 820 BL3%,
Year 3 13 041 392 - 13 D41 302 88928 - - - 88 02 998 743 7.66% 753 520 5.78%
Year 4 14 239 570 - 14 239 570 105 961 - - - 105 961 1104 704 7.76% 733 820 5.20%
Year 5 15 5340 565 - 15 540965 122 562 - - - 122 562 1227 266 7.90% 733 920 4.B5%
Year & 16 951 299 - 16 961 2899 133 763 - - - 133 763 1 361 030 B.OZ% 753 820 4.44%,
Year 7 18 502 254 - 1g 502 254 155175 - - - 155 175 1516 204 E.19% 753 520 A.07%
Year 8 20 172 206 - 20 172 206 180274 - - - 180 274 1696478 E.a1% 733 820 3.74%
Year 9 21 983 286 - 21983 286 206 140 - - - 206 140 1902 618 BE.65% 733 920 3.43%
Year 10 23 956 968 - 23 956 968 224647 - - - 224 647 2 127 265 B.BE% 753 920 3.15%
Berelidaries” elfective Lis
Yearyy |MOeMcrE(Tna)- 26 042 356 - 26042 356 310 308 - - - 310 308 2437573 9.36% 753 520 2 89%
afjustment done every §
WEars
Year 12 28 302 343 - 2E 302 343 344 249 - - - 344 245 2 781822 5.B3% 753 520 2.66%
Year 13 30 755 106 - 30 755 106 377471 - - - 377471 3159 293 10.27% 753 520 2.45%
Year 14 33 417 279 - 33 417 279 413 337 - - - 413 337 3572631 10.69% 733 920 2.26%
Year 15 36 306 B34 - 36 306 594 452 114 - - - 452 114 4024745 11 09% 753 920 208%,
Year 16 30 393 524 - 35 303 524 544 059 - - - 544 055 4 568 303 11 60% 753 520 1.01%
Year 17 42 738 905 - 42 738 905 593971 - - - 393571 5 162 775 12 DB% 733 520 1.76%
Year 18 45 354 E10 - 46 364 510 847 985 - - - 817 SE6 5 810761 12 53% 733 920 LE3%
Year 19 50 291 635 - 50 291 635 7049 656 - - - 709 656 6520 416 12 97% 753 820 1 50%;
Yaar 20 54 543 419 - 54 543 419 777 380 - - - TI7 380 7 297 796 13 38% 753 520 138%
Founder retire, Las rale
vemain the same, Founder
Year 21 |asd spouse start making 57 579 483 - 57 579483 918 277 - - - 918 277 B 2161073 14.27% 733 520 131%
cah withd rawals Trom loan
wceoisnts {Trust 1)
Year 22 50 771 709 - B0 771 709 975 722 - - - 975 722 5191 796 15.13% 753 820 1 24%,
Year 23 64 126 EBG - &4 126 BB6 1036534 - - - 1 036 554 10 228 390 15.95% 753 520 1 18%
Year 24 67 652 543 - &7 652 D43 1 100 108 - - - 1 100 10DE 11 328 498 16.75% 753 520 111%
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Table 72 (continued)

A B c o E F G H I 1 K L
8 = Column O of D = colurmn Lof E = column L of | F= column & of |G = column & of
& = Columin E of Trust Za snd 2k Trust 1- Income Trust 25 and 2b: | Trusts 1, Faand | Trusts 125 and HeD+E+Fel I cumuistive K: cumulatiee
Trust 1: Capital |— . 1 C=A&+B - | Incomeand Zh: Dther tawes -|2b: Other taxes - . 1=1fC value of F+ L=E/C
— Combinad and lncome Tax| — G walue of H
== Cagpital schedule schedulle lncome Tax | LGTaon transfer | Taues i &
= schedule schedule schiesdule
Trust 1 capital Trust 2= + 2b Cumiulative
. [end of -,::: copital jend of | TOTAL | Trust Lincome | Trust2as2b CGTen | ¢ tate Duty and Cumulative | Cumulative | Cumulative | o
Vear Scenario event BEFORE yeor, BEFORE |  CAPITAL tax incometmx | T Or | ondenth | DIOLTANES | it | O _'“'r CGTand | o vate Duty
adjustments) | adjustments] dizpazals Copital | EstateDuty |\ v
Year 25 71363 524 - 71 363 524 1 160 588 - - - 1 160 588 12 489 095 17.50% 753 920 1.06%
Year 26 75 209 025 - 75 209 025 1263953 - - - 1283553 13 773 049 18.31% 753 920 1.00%
Year 27 76 243 235 - 76 243 235 1358913 - - - 1358513 15 131 562 19,107 753 920 0.95%
Year 28 83 474 B59 - &3 474 B59 1437 254 - - - 1437 254 16569 217 19.85% 753 920 0.90%
Year 29 87 512 402 - §7 912 402 1519 170 - - - 1519170 15 088 387 20.56% 753 920 0.86%
Year 30 ;‘:“”"""‘"“'""“’ 93 564572 - 93 564 572 1 504 852 - ZEAZEI 18 641 143 23 OB BO7 41177 194 a2.4%| 22237874 24.02%
Year 31 75532 603 - 75 532 683 1312 860 - - - 1312 560 437 490054 56.25%| 22237874 79.44%
Year 32 0 258 500 - &0 258 500 1403 328 - - - 1403 328 43 893 382 54.60%| 22237874 77.71%
Year 33 5 280 634 - 5 280 634 1 455 008 - - - 1495 008 45 388 390 53.22%| 22237874 16.08%
Year 34 a0 13 105 - 20 13 105 1595 596 - - - 1595 596 46 984 286 51.85%| 22237874 2454%
Criginad trod (s 1]
ratructured for sech
Year 35 ;“::;:I"'__":"M'*_:::‘.' 96 276 288 - 95 176 288 1 702 450 - § 520 545 - 11 232 295 56 216 581 60.47%| 31767 719 33.00%
SUMVIVIngG SpCLnS N
y ol Trut 1
Year 36 32 840 339 58 459 538 92 429 E7B 563 548 630 242 - - 1193791 55410 371 64.26%| 31767 719 3437%
Year 37 33 750 665 64 731 361 9E 482 D46 578 444 707 112 - B 1205555 60 695 527 6163%| 31767 718 32 26%
Year 38 34510472 70357770 | 104 008 243 555 560 806 740 - - 1402 429 62098 356 50.10%| 31767 720 30.28%
Year 30 35 208 782 76530671 | 111 747453 611963 B9E 876 - - 1510559 §3 609 215 55.02%| 31767 718 18.43%
Ceputh of ssrdving apouss (al
wrrd of prar): Remairang
Veard [ 35 §33 310 B3 170083 | 118003 393 627150 1022 456 5371822 - 7021527 70630 743 58.35%| 37139 641 31.21%
reinvast in new tnats via
lcara
Year 41 - 173 266059 | 123 266 059 - 1726 560 - - 1 728 560 72359302 55.70%| 37139641 30.13%
Year 42 - 133676303 | 133 675 303 - 1916 362 - - 1515 362 74 275 664 5556%| 37139641 27.75%
Year 43 - 124926431 | 144826431 - 2 117 502 - - 2 117 502 76 393 166 52.71%| 37139641 1563%
Year 44 - 157052359 | 157 052 359 - 7 366 715 - - 2 366 715 7E 759 BB 50.15%| 37139 641 13 65%
Year 45 - 170 160460 | 170 160 460 - 1587 136 - - 2587 136 81357017 27.81%| 37139641 11.83%
Year 46 - 184302429 | 184 302 429 - 2 B74077 - - 2 BTADTT 84231094 a570%| 37139 621 0.15%
Year 47 - 199 565569 | 190 565 £A9 - 3 166 782 - - 3 166 782 87 397 E76 23.79%| 37139641 18.61%
Year 45 - 216 067924 | 216 D67 524 - 3 454554 - - 3 454 554 a0 852 430 4205%| 37139 641 17.19%
Year 40 - 133363032 | 233663832 - 3 510784 - - 3 E10 784 94 663 214 A0.46%| 37139 641 15.88%
Furthar restructuring for 3rd
Yenr 50 |gunmrstion [sahe of sl trest - 753 083529 | 253 083 529 - 4 166 796 77 494 238 - 31660034 | 126324248 2991%| 1633879 25.54%
CEELEEH

275



9.4.6

Comparison 3b — Personal estate scenario supporting schedules

Note that the personal estate scenarios for Comparison 3a and 3b are identical. The schedules are repeated with the colour-coding of Comparison

3b for the sake of completeness and ease of reference.

Table 73 — Comparison 3b (Personal estate scenario): Capital value

PERSOMAL ESTATE: ESTATE VALUE

Annual capital growth: 105
A B C D E F G H
D =-{Total annua
C=-{column Lof |withdrawals column
A:l:o.lumnHof BAx(1+01) Personal estate: lem@ EcA+B+C4D E- referG G H=E+F
previcus year Income + Income retirement
tax schedule) withdrawa
schedule]
Capital growth . ;
. - . . . Capital value Capital value
Year Scenario event Capital value [|rj|:|udes income | Cash withdrawals mhwm {end of year, Adj Description of adj [end of year, after
[start of year) reinvested net of to pay tax post-retirement ) )
adjustments) adjustments)
expenses)
Yearg (Asieizheptin perions 10000000 10 000 000
Year 1 10000000 1000 000 {130 000) - 10810000 10 810 000
Year 2 10810000 1081000 {205 390) - 11685610 11 685 610
Year 3 11 685610 1168 561 (222 027) - 12 632 144 12632 144
Year 4 12632144 1263214 (240 011) - 13 655 348 13 655 348
Year 5 13 655 348 1 385 535 (255 452) - 14761431 14761 431
Year & 14761431 1475 143 (280 467) - 15957 107 15 257 107
Year 7 15 957 107 15585711 {303 185) - 17 249633 17 249 633
Year B 17 242633 1724963 (327 743) - 18 646 853 18 646 853
Year 9 13 646 853 1 364 685 {354 290) - 20157 248 20157 248
Year 10 20157 248 2015725 (382 988) - 21789985 21789 985
Year 11 |noevent 21789985 2178999 (414 010) - 23554974 23554974
Year 12 23554574 2 355 457 (447 545) - 25 462927 26 462 927
Year 13 25 462927 2545 293 (483 796) - 27525424 27525424
Year 14 27525424 2752542 (522 583} - 23754934 29754 984
Year 15 23754934 2975 438 (565 345) - 32 165 137 32 165 137
Year 16 32 165 137 3216514 (611 138) - 34770513 34770513
Year 17 34770513 3477 051 (850 &40) - 37 585925 37 586 925
Year 18 37 586925 3 758 692 (714 152} - 40631 465 40 631 466
Year 19 40631 466 4063 147 (771 998) - 43922615 43 922 615
Year 20 43922615 4352 261 (834 530) - 47 480 345 47 480 346
Founder refires, tax rate
remains the same; Founder
Year 21 |=nd spouse start making 47 480345 4745035 {902 127) (1 00 000} 49 826 254 49 826 254
cash withdrawals from
investment income
Year 22 49 826 254 4 982 625 (346 699) (1 590 000) 52272181 52272181
Year 23 52272181 5227 218 (593 171) (1 585 400) 54 820828 o4 820 828
Year 24 54820828 5482 083 {1 041 536) (1786 524) 57474751 57474791
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Table 73 (continued)

I B C ] E F G H
D = -[Total annual
C=-[oolumn Lof |withdawals column
ﬁ.:cqlurrﬂ Hof B=Ax(1+01) Personal estate. frca.'nﬂ E=zA+B+C+D E: refar G ] H=E+F
Previous year Income + Income retirement
1ax schedule) withdrawal
shadule)
Capital growth . .
Capital value (includes income | Cashwithdrawals | Cash withdrawals pital value tal valus
Year Scenario event - - end of year, before Adjustments Description of adjustments | (end of year, after
[start of year) reimvested nat of to pay tax past-retirement { * { year,
adjustmants) adjustments)
EXpENsEs)
Year 25 57474791 5747479 (1092 021) (1893 715) 60236533 60 236 533
Year 26 &0 236 533 6023 653 (1144 404) [2 007 338) 63108 353 63 108 354
Year 27 63 108 354 6310 835 (1199 450) [2127 779) 66091 321 56 091 921
Year 28 &6 091 521 6609 192 (1260 6E4) [2 255 445) 65 184 983 6% 184 QB3
Year 29 &% 154 583 6915498 [1323571) [2 390 772) 72388738 72 388 738
Reduned by estate duty and 05T
Oeath of runder |at end of due on death of founder | owner
Year 30 |wear)- bequeath masts bo F23BBT738 T2IEE7A (1389 352) (2534 218) 75 704 001 (14 426 OO0 |Rieter Persona) estate: Cther tawes - 61 278 001
Survheing spcuse |Taxes on geath scheduie, colume A,
130
Year 31 Gl 276 D01 6127 B0 (1161 70d) (1343 136) 54 300 263 64 500 563
Year 32 &4 900 964 & 490096 [1235076) (1423 724) 68 732 260 6B 732 260
Year 33 GE 732 260 6873 226 [1313929) [1 509 147) 72 782 409 72 TH2 409
Year 34 72 782 409 7278241 (1396 948) [1 599 6946) 77 064 006 77 064 006
Year 35 |so event 77 064 006 7 706 401 (1485 665) (1695 678) B1 589 063 B1 589 063
Year 36 Bl 589 063 B 155 906 (1577 B23) [1797 419) B6372 728 B6 372 728
Year 37 BG6 372 728 B637 273 (1676 164) [1905 264) 91428573 01 428 573
Year 38 91 428 573 9142 B57 [L779774) (2 019 560 96 772077 96 772 077
Year 39 96 772077 9677 208 (1889 002) [2 140 754) 102 419 529 102 419 529
Reduced by estate duty and 06T
Death of wrvirng wouse [P e —
Year 40 ::“Tf_f::f,;::l':': 102 418 529 10241 953 (2005 144) (2 268 200) 108 387 137 (38 503 O75) |[rater Farsonal actate: Cther tawmz - 60 £B4 D63
lmi"'m".'. Taxes on gesth schedule, column A&,
¥ra0
Year 41 &8 854 063 & BBE 406 [1221539) - 74 550530 74 550 930
Year 42 74 550 530 7455093 (1338 755) - B0 667 267 B0 667 267
Year 43 BO 667 267 B 066 727 (1463 972) - BY 270022 B7 270022
Year 44 BT 270022 B 727 D02 (1598 119) - 94 398 905 94 398 905
Year 45 94 398 905 9430 891 (1746 241) - 102 092 555 102 092 555
Year 46 102 092 555 10208 255 (1904 559) - 110397 21 110 3597 21
Year 47 110397 221 11038722 (2 074 326) - 115362 618 115 362 618
Year 48 115 362 618 11936262 (2256 623) - 125042 256 1240 02 256
Year 49 129 042 256 12 904 226 [2 455 696) - 135 490 FEG 135 490 7B
Reduced by O5T as result of ssie
Foater Farsonal sstate: Other tawes -
YearsS0 |Sie ofall maets by chidran 138 450 785 13948079 |2 669 351) - 150770474 (13 416 251) m—mi“m 137 354 222
|CET on brapsfer scheck
A, Y30
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Table 74 — Comparison 3b (Personal estate scenario): Income and income tax (excluding CGT)

PERSONAL ESTATE: INCOME AND INCOME TAX [excl OGT)

Reler Wetldol oy section Tor assumptions used with resped to eMecthee income Lax raes ised in talde Below

G L v
trarsdemed 10
coluimin © ol
Fersonal estale

il scbredube

A B c 1] E F & H 1 ] K L L]
. c: P Wril 3;1 =i |G =persifecive] - R I = per gfleciive | . - -
a B Andis ¥rl-3m=@ E=Cul S I ———— H=Fxd ¥ .i_:.'l.-:.'l ax ot taibla E=lnl L=E+H+EK M=|LfB)%
Caphal schedule ¥rate=0 gives higher ¥r 41 500 =0 - ¥Yral-8k=B | —
A
Annual tanabde income gemdrated - Foursder | Crwtier Spoise hildren [1.2]
Annual mxabie EMective
e perErated Elac inoaime Lax rabe Effective
Year Scenario event m:: WJI:':HM Tanable Income hu:.m INCOME TAX | Tacable incame E""::'::HH INCOME TAK | Taable Income h&:‘:ﬂﬁ_ INCOME TAX Tﬂ'ﬁ"ﬂ"mm :::;
starting valee of distributed income
capital] oo [ 1)
Voo [

Yiear 1 10 ol Ol 500000 S0} D00 3.0 190 200 s 0. Lo 000 IR0
Year 2 0 &1 G0 S0 500 544} 500 3.0% 05 390 s 0.0 05 390 IR0
Yoar 3 11 &85 &10 524 2E1 54 2E1 38.0% 223 027 [=ls 1 0. 2rrOzT 350K
Yiar 4 12E32144 631607 631 607 38.0% 240 M1 [=ls 1 0. 2ab011 350K
Year 5 13 E55 348 BE2TET BE2 TET 38.0% 250 452 [=ls 1 0. 255 452 350K
Yiear & 18761 431 TIROTI 7380732 .0 8D 467 L 0. b 467 et
Year 7 15957 107 75T BES 74T BES 3.0 303 185 L 0. 303 1B5 IR0
Year & 17 9533 BET &R BED &R 3.0 337743 s 0. 33T 743 IR0
Year 3 LB £46 253 931343 932 383 3.0% 354 290 s 0.0 354 290 IR0
Vear 10 20157 48 L DOT BED 1 007 BER 38.0% 3ar Jaa [=ls 1 0. 3EX OBE 350K
Viar 11 [Wa s 21 789 35 1 0=5 499 1 02 &93 .0 414 Mo L 0. 414 010 et
Vear 12 I3 554574 LITT 7838 1177783 38.0% 447 545 [=ls 1 0. 447 5a5 350K
Vear 13 35 452937 1373 185 137318 38.0% 483 TOE [=ls 1 0. 4E3 796 350K
Year 14 ITEIS 404 13611 13m6 21 3.0 53k 3E3 U 0. SXE 383 T
Year 15 29 754 554 1 &7 783 1 &7 783 .0 SEE 345 L 0. SES 345 et
Year 16 32165137 1 608 257 1 808 257 3.0 611 138 L 0. 611 138 IR0
Year 17 34770513 17385 17385% 3.0 B0 &40 s 0. B6D 680 IR0
Year 18 37586 335 1 E79 385 1 E79 385 3.0% Ti4 152 s 0.0 Ti4 152 IR0
Vear 19 20 E3L 456 2031573 2031573 38.0% 771998 [=ls 1 0. TTL 098 350K
Viar B 43922815 219s 131 2196 131 38.0% 834 530 [=ls 1 0. 234 530 350K
Wear Bl [revaia f awe; Forsies 47 4810 348 IIT4017 I3M4017 3.0 402 127 U 0. Sk 137 T
Yiar X3 49 226 154 1&31313 lasi 313 .0 946 £99 L 0. D46 590 et
Year 13 523172181 2613609 1613 609 3.0 9493 171 L 0. #3171 IR0
Year 14 54 220 &8 2741041 1741041 3.0 1041 596 s 0. 1 041 596 IR0
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Table 74 (continued)

L] B [ 1] E F & H 1 ] K L 2]
o= 3
less F:
A =Colmn & of c: _’_‘:"t" _ wi-no o0 |5 ner errect I R
Farsonal estate: B=AxDOS 3 ETEUVEE E=cam Lot =0 | REperfMEEl Gokas yri-am=g |10 FT EECNE KE=lxl L=E+H+E M=l E]%
——————— rate iable Yr3l-al:=E Enx rate table tam rate tabde
Capital scheduls e _ —_
— pives higher ¥ro4d-30c=0
amount
Annusl taxable income generated: 5% Founsder | Owner Spouse Children [x 2]
Arnual taxable Effeictive
income generated ek iinoome tax rate Effective
vear ceenario event Capital value by mszet - : ::. COME TAX - Eftective income| \ fperenil, | |TOTALTAXPAIDBY | income tax
A EvE {startofyenr] | |cwlculsted using | ImCBME | o 'Im' = mREDIE IRCOME | o rate Tammble IRCOME | | hokup value = ALL PARTIES rate of trust
starting value of distributed incomes
capital] income f 2)
Yemr 25 37474 791 2 573 740 2 673 740 38.0% 1092 021 - ok - - a0k - 1092 021 38.0%
Year 26 50235 533 3011 827 3041827 38.0%| 1144 494 - o0k - - 0.0% - 1144 494 38.0%
Year 27 £3 108 354 3135 448 3153448 38.0%| 1155 450 - o0k - - 0.0% - 1155 450 38.0%
Year 28 56 DE1 524 3 304 956 3 304 335 38.1%| 1 250 GBS - o0k - - 0.0% - 1 250 GBS 38.1%
Year 23 55 154 583 3 455 245 3455243 38.3%| 1333 871 - o0k - - 0.0% - 1333 8971 38.3%
Year 30 |pmar) - baquenth st sz 72 388 738 3 515437 3 15 437 38.4%| 1389 392 - o0k - - 0.0% - 1389 392 3g8.4%
Year 31 51 275 DO 3 D53 500 - - - 3063 500 37.8% 1161 701 - 0.0% - 1161 704 37.5%
Year 32 54 500 964 3 245048 - - - 3 243048 1% 1235076 - 0.0% - 1235 076 38.1%
Year 33 68 732 260 3 436 613 - - - 3436613 3E.2% 1313 529 - 0.0% - 1313 529 38.2%
Year 34 72 TEZ 405 3§39 120 - - - 3635 120 3E4% 13596 48 - 0.0% - 1395 948 38.4%
Year35 |fo st 77 052 D06 3 553 200 - - - 3833 200 35.6% 1485 665 - 0.0% - 1 455 665 38.6%
Year 36 B1 359 063 4073473 - - - 4075453 =% 1577 823 - 0.0% - 1577 823 38.7%
Year 37 BE 372 728 4 318 635 - - - 4 318635 3E5.8% 1676 164 - 0.0% - 1676 164 38.8%
Yeur 38 51 428 573 4571 425 - - - 4971429 32.8% 1779774 - 0.0k - 1778774 38.5%
Yeur 33 8 772 077 4 Z3E 604 - - - 483504 3=0% 1889 D02 - 0.0k - 1 889 002 29.0%
T T
Yaur 40 intsnd of year] - baantha 102 443 525 5130876 - - - 5 120575 3=.2% 2005 144 - 0.0k - 2 005 144 39.2%
Yeur 41 52 B54 063 3444203 - - - - 0% - 3444203 3.9% 1221 539 1231 539 35.9%
Year 42 74 3%0 930 377 848 - - - - o0k - 3727 548 3.8% 1333 TS5 1338 755 35.5%
Year 43 B EET 257 4033 363 - - - - o0k - 4033 383 35.3% 1463 572 1453 572 35.3%
Year 44 BY 270 022 4 353 504 - - - - o0k - 4 353 504 35 6% 1553 118 1 55E 115 36.6%
Year 45 54 355 507 4715843 - - - - ook - 4715 843 37.0% 1745 241 1746 241 37.0%
Year 46 102 052 333 3104 628 - - - - ook - 3 104 628 37.3% 1904 559 1 904 5B 37.3%
Yeur 47 110357 221 3 %15 BEL - - - - 0.0% - 3 %18 BEL 37.6% 2074 326 2074 326 37.6%
Year 48 115 352 BLE 3 BEE 131 - - - - o0k - 3 BEE 131 ] 2 256 B23 2 256 623 37.8%
Year 43 125 042 236 €452 113 - - - - 0.0% - €452 113 3E.1% 2 455 636 2 455 696 38.1%
Yeur 50 [Sals bl nmets by childrns 135 430 TEE £ 374535 - - - - o0k - £ 574 535 3=.3% 2 BES 351 2§65 391 38.3%
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Table 75 — Comparison 3b (Personal estate scenario): Other taxes — CGT on transfers and disposals

PERSOMNAL ESTATE: OTHER TAXES (CGT and Estate duty) - CGT on transfers and disposals

Annual exemption and inclusion %: 40 000 40%
CGT on transfer
A B C D E F G H
A=BxGuFx(C-D-
£) B: refer H C: refer H 0 refer H E = 40000 F=04 G: refer H H
X CGT on transfer No. of Proceeds Base cost Annual . Income tax L.
Year Scenario event . Inclusion % Description
(total for all persons) | persons (per person) (per person) exemption rate
- CGT on sale of all investment assets
- Base cost eqguals investment value net of O5T and
estate duty in year 40 per Personal estate: Capita
chedule, col H, ¥r 40, divided by 2 hild
Year 50 |sale of all assats by children 13 416 251 2 75 385 237 34 442 031 40 000 40.0% 41 03 |*=dule, column H, ¥r 40, divided by 2 (per child)

- Proceeds equals Personal estate: Capital
schedule, column E, Yr 50 divided by 2 (per child)

- Assume maximum income tax rate due to
additional taxable income.
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Table 76 — Comparison 3b (Personal estate scenario): Other taxes — Taxes on death

PERSOMAL ESTATE: OTHER TAXES (CGT and Estate duty) - Taxes on death

s 4A abatement and estate duty % 15 O:HD D0 205
Dutiable estate value at which higher estate duty % levied: 15 O D00 255
Estate duty on death
A B C D E F G H
G =0.2 and on
. portion above
=B+ B=FxG C: refer H D: refer H E= F=C-D-E H
- * rerer e 15000000 2pply
0.25
Deductions
. Estate duty
ESTATE DUTY ON if bequeathed to Estate duty
Year Scenaric event  |TOTAL TAMES ON DEATH| Estate asset value { abatement [s | Dutiable estate = Description
DEATH spouse, 5 4{q) aa) rate
Estate duty on imvestment asset value -
Dieath of founder at end of founder/ owner
Year 30 |yesr]- bequeath assets to 14 426 000 14 426 000 75 704 001 - (15 000 000) 60 704 001 | 20.00 / 25.0% |- Refer Personal estgte: Capital schedule column E, Yr
SUVVIng SpoUse 30
- Beguesthed to spouse but repeal of = 4(q) deduction
e P Estate duty on investmant ass=t value - spouse;
Year A0 [ e 39 503 075 22 596 784 108 387 137 - (15 000 000) 53387 137 | 20.0% / 25.0% |-Refer Personal estate: Canital chele, cobumnE. e
keep in own estate 0
Annual exemption and inclusion %: J00 D00 A0
CGT on death
| 1 K L M N 0 P
I=0x0xMNx(K-L-M) I: refer P K: refer P L: refer P kA = 300000 N=04 0: refer P P
. Proceads Base cost Exemption in . S
Year Scenario event CGET ON DEATH No. of persons Inclusion % Income tax rate Diescription
{per person) [per person) year of death
Death of founder |at end of
" CGT on death of owner
Year30 ::-!nr:?:::; " ) ! . . H.0% AL.0% CGT rollower - bequeathed to spouse
CGT on death of spouss
. - bequeathed to children (no OGT rolloever);
I:::m:;:mr_‘ ot - Base cost equals rolled over base cost |starting
Yearap | M‘::'Lmn“m“ 16 906 291 1 108 387 137 5 000 000 300 000 40.0% 41.08% | parameter]
Keap in-own astate - Proceeds equals Personal estate: Capitsl schedule,
codumn E, ¥r 40
- Highets income tax bracket assumed
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Table 77 — Comparison 3b (Personal estate scenario): Personal estate summary calculated using capital year-end values BEFORE year-end adjustments

PERSOMAL ESTATE - SUMMARY (using capital year-end values BEFORE year-end adjustments)

a B C D E F G H |
B = column L of | C = column & of | D = column A& of
4 =cColumn E of | Personal estate: | Personal estate: | Personal estate: . . . R
F : cumulative H: curnulative value
Personal estate ncome and other taxes - Other taxes - E=B+C+D G=F/A I=H/A
Capital schedule Income Tax | CGT on transfer | Taxes on death value of E ofc+D
schedule schedule schedule
TOTAL CAPITAL or
ESTATE WALUE . CGT on . Ccumulative . Cumulative OGT]
Year Scenario event {end of year, Total income transfers or Estate Duty and TOTAL TAXES Cumulative total tax f Cumulative CET and Estate Duty]|
! tanes N CGT on death total tanes and Estate Duty _
BEFORE disposals Capital i capital
adjustments)
Yearg [l penendt 10 00D 00D - ; . - - 0.00% - 0.00%
Year 1l 10 E10 0D 190 00 - - 100 DD 190 00 1.76% - 0.0
Year 2 11 GBS 610 205 350 - - 205 390 395 390 3.38% = 0.005%
Year 3 12 632 144 222 027 - - 222027 617 417 4 _g9% - 0.005%
Year 4 13 655 348 240 011 - - 240011 BS7 427 6_28% - 0.0
Year 5 14 761 431 259 452 - - 259 452 1116 E79 7.57% = 0.005%
Year 6 15 957 107 2B0 467 - - 280 457 1397 346 B.75% - 0.5
Year 7 17 249 633 303 185 - - 303 1385 1 700 531 o_g6% - 0.0
Year 8 18 646 853 327 743 - - 327 743 2028274 10.BB% = 0.005%
Year 9 20 157 24K 354 290 - - 354 290 2 382 564 11 B7% - 0.5
Year 10 21 TEO 985 382 SEB - - 3E2 03838 2 765 552 12 50% - 0.D05%
Year 11 [N evest 23 554 974 414 010 - - 414 010 3 179 562 13 50% - 0.005%
Year 12 25 462 927 447 545 - - 447 545 3 627 106 14 24% - 0.5
Year 13 27 525 424 433 796 - - 483 7946 4 110502 14 93% - 0.D05%
Year 14 29 754 984 522 9E3 - - 522983 4 633 BES 15.57% - 0.005%
Year 15 32 165 137 565 345 - - 565 345 5199 230 16.16% - 0.0
Year 16 34 770513 611 138 - - 611 138 5 B10 367 16.71% - 0.D05%
Year 17 37 5B6 925 660 640 - - G660 640 6 471 007 17.27% - 0.005%
Year 18 40 631 466 714 152 - - 714 152 7 185 159 17 68% - 0.0
Year 19 43 922 615 771 998 - - 771998 7 957 157 1B.12% = 0.00%
Year 20 47 480 346 B34 530 - - 834 530 8 791 GEG 1B.52% - 0.005%
Foumder fetine, L rabe
rieimding the same; Foarder
Year 21 |and spowse stan smaking 49 g26 254 D02 127 - - 902 127 9 6093 B13 10 46% - 0.0
cash withdr sk from
e OomE
Year 22 52272 1B1 Q45 699 - - 946 699 10 640 512 20.36% - 0.005%
Year 23 54 BE20 82E 003 171 - - 993 171 11 633 6E3 2127% - 0.5
Year 24 374747591 1041 596 - - 1041 596 12 675279 22.05% = 0.00%
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Table 77 (continued)

A B C ] E F G H |
B = column L of | C = column & of | D = column A of
& =Column E of | Personal estate: | Personal estate: | Personal estate: i .
- 1 1 — 1 F : cumulative H: cumulative value
Personal estate ncome and Cther taxes - Othertazes- | E=B+C+D valus of E G=F/a of e I=H/ &
Capital schedule Imcome Tax CGT on transfer | Taxes on death
schedule schedule schadule
TOTAL CAPITAL or
ESTATE VALUE 5 CGT on 5 Cumulative . Cumulative CET|
Year Scenario event (end of year, L s transfers or = e TOTAL TAXES D r— total tax f ek and Estate Duty)|
tanes _ CGT on death total tanes and Estate Duty _
BEFORE disposals capital [ capital
adjustments)
Year 25 60 236533 1002021 - - 10482021 13 767 300 22 BE% - 0.00%:
Year 26 63 108 354 1144 454 - - 1144 494 14 911 754 23.63% = 0.00%
Year 27 65091921 1 199 450 - - 1190 490 16 111 2E4 24 3B% - 0.00%
Year 28 69 184 9E3 1 260 6E4 - - 1260684 17 371 560 25.11% - 0.00%:
Year 28 72 3BB 73B 1323571 - - 1323871 18 695 940 25.83% - 0.00%
Deaith of Pousder ot end of
Year 30 |year) - begueath st to 75 704 001 1 389 352 - 14 426 000 15 815 393 34 511332 45 50% 14 426 QDO 19.06%|
kg Lpouse
Year 31 64 00 964 1161 701 - - 1161701 35673034 54.97% 14 426 OO0 22 23%
Year 32 68 732 260 1235076 - - 1235076 369038 110 53.70% 14 426 0DO 20.99%
Year 33 72 TEZ 405 1313 920 - - 1313929 38 222 039 52 5% 14 426 D00 19.82%
Year 34 77 064 0DE 1 306 248 - - 1356048 39 618 SEB 51.41% 14 426 OO0 18.72%
Year 35 | Me el 51 589 063 1 485 665 - - 1 4E5 665 41 104 653 50.358% 14 426 Q00 17 .6E%|
Year 36 B6 372 72B 1 577 B23 - - 1577 B23 42 682 475 40 47% 14 426 D00 16. 7%
Year 37 01 428573 1676 164 - - 1676 164 44 358 6309 48 5% 14 426 OO0 15.78%
Year 38 96 772077 1779774 - - 17774 45 138 413 47 6B% 14 426 Q00 14.91%
Year 39 102 419 529 1 880 D2 - - 1 238G 002 48 027 415 46 BO% 14 426 D00 14,095
Dueath o surviisg spouse
Yearqp |IMtenderien-Bapmaths 108 387 137 2005 144 - 39503075 | 41508219 89 535 635 B2.61% 53 928 075 48,76%]
capital 1o twe childien whe
heep in own eslabe
Year 41 74550930 1221 538 - - 1221539 90 757 174 121 74% 53 920 075 72 34%
Year 42 BO 667 267 1 338 755 - - 1338755 92 095929 114.17% 53 929 075 66.55%
Year 43 B7 270022 1 463 972 - - 14630972 93 559 501 107 21% 53 920 075 61.B0%
Year 44 04 358 905 1588 119 - - 1558 119 95 158 020 100.80% 53 928 075 57.13%
Year 45 102 092 555 1746 241 - - 1746241 96 904 261 04 97% 53 929 075 52 B2%
Year 46 110397 221 1 004 580 - - 1 904 589 98 8048 B50 BO 50% 53 920 075 48 B5%
Year 47 119 362 61B 2074 326 - - 2074 326 100 883 176 B4.52% 53 929 075 45.16%
Year 48 129042 256 2 256 623 - - 2 256623 103 139 759 79.93% 53 929 075 1. 79%
Year 49 139 450 7B6 2 455 696 - - 2 455 696 105 595 455 75.70% 53 920 075 38.66%
Year 50  |Sabe of all sssets by childres 150770474 2 669 351 134316 251 - 16 085 642 123 681 137 BO.71% 67 345 327 A44,657%|
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9.5

9.5.1

All scenarios in all comparisons

Table 78 — Post-retirement withdrawal schedule (from Yr 21 to Yr 40)

POST-RETIREMENT WITHDRAWALS: YEARS 21 TO 40

All scenarios: Post-retirement withdrawal schedule (from Yr 21 to Yr 40)

Initial annual amount 750 000
Annual increase B0
A B C
A = prior year value of A x | B = prior year value of CoA+E
(1+0.06) Bx(1+0.06) "
Year Scenario svent Fuq_mder - amrual post- Sp.uuse - ann.ual pirst- T(fEl annual
retirement withdrawal |retirement withdrawal| withdrawals

Founder retires, tax rate remasins

thee same; Founder and spouse
Year 21 ctart making cash witheirawals T50 000 750 000 1 500 0O

ftrom loan socounts [Trest 1)
Year 22 795 000 795 000 1 590 000
Year 23 B42 700 242 700 1 6E5 400
Year 24 893 262 853 262 1786524
Year 25 S46 858 546 358 1893 715
Year 26 1 003 6639 1003 669 2007 338
Year 27 1 063 8839 1063 389 21277719
Year 28 1127723 1127723 2 255 445
Year 29 11585386 1155 386 2390772
Year 30 |Desth of founder (2t end of year] 1267 109 1267109 2534218
Year 31 - 1343136 1343136
Year 32 - 1423 724 1423 724
Year 33 - 1509 147 1509 147
Year 34 - 1 539 6896 1 599 696

\Drigineai trust [Trust 1)

restructured fior each separate
Year 35 |Pereficeny [Trust 2sanazs -at - 1635678 1695678

=nd of year;

Surviving SpoUsE rEmains

beneficiary of Trust 1
Year 36 - 1757418 1797419
Year 37 - 1 505 264 1905 264
Year 38 - 2 015 580 2 019 580
Year 39 - 2 140 754 2 140 754

Dexth of surviving spouse (at end

of yesr]; Remaining captal in
Year 40 [Trest 1 dstributed to child - 2 269 200 2 269 200

beneticiaries who reinvest in new

trusts via loans
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9.5.2

All scenarios: Effective personal income tax rate (2016/2017) lookup table

The below effective tax rate lookup table was created using the latest marginal tax rates
applicable to natural persons announced in the 2016 Budget®*! together with the primary
rebate applicable to the 2017 tax year of R13,500%*? for natural persons under the age of
65.

Table 79 — Rates of normal tax for natural persons for years of assessment ending 28 February 2017

Taxable income Rate of tax

Not exceeding R188 000 18 per cent of taxable income

Exceeding R188 000 but not exceeding R33 840 plus 26 per cent of amount by
R293 000 which taxable income exceeds R188 000

Exceeding R293 000 but not exceeding R61 269 plus 31 per cent of amount by
R406 400 which taxable income exceeds R293 600

Exceeding R406 400 but not exceeding R96 264 plus 36 per cent of amount by
R550 100 which taxable income exceeds R406 400

Exceeding R550 100 but not exceeding R147 996 plus 39 per cent of amount by
R701 300 which taxable income exceeds R550 100

R206 964 plus 41 per cent of amount by
Exceeds R701 300 ) )
which taxable income exceeds R701 300

In the income tax calculations performed in subsequent data sets, the taxable income value
was used to perform a lookup in the table listed below and the nearest taxable income
value was used to look up the applicable effective tax rate for the purpose of calculating
the income tax due on such income. This table and lookup process was created to simplify
the tax calculations in cases where the assumptions stated that the effective tax rate was
deemed to vary from year to year for beneficiaries (and not set at a fixed rate as a result of
other income earned outside of the trust or outside of income from an investment asset

held in a personal estate).

541 per para 1 of Schedule 1 to the Rates and Monetary Amounts and Amendments of Revenue
Laws Bill (Draft) 2016

542 per s 4(1)(a) of the Rates and Monetary Amounts and Amendments of Revenue Laws Bill
(Draft) 2016
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The following is an example of how the effective tax rates were calculated using the

information above (the example below is highlighted in yellow in the tables to follow):
Example (effective personal income tax rate calculation):

e Taxable income: R1 000 000
e Tax thereon (before deduction of tax rebates):
R206 964 + 41% x (R1 000 000 — R701 300) = R206 964 + R122 467 = R329 431
e Tax payable after deduction of primary tax rebate:
R329 431- R13 500 = R315 931
o Effective tax rate:
(R315 931/ R1 000 000) x 100 = 31.59%
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Table 80 — Effective personal income tax lookup table for persons under the age of 65

Taxable income Lh:d“ B3 - Taxable income Lh:d" 85 -
effective tax rate effective tax rate

50000 D005 2 750 D00 37.58%
75 000 L 2 500 D00 37.64%
100 000 4.50% 2 §50 D00 37.70%
125 000 7.20% 2 000 D00 37.76%
150 000 0005 2 950 D00 37.51%
175 000 10.29% 3 000 D00 37.86%
200 000 11.73% 3 050 D00 37.92%
225 000 13.32% 3 100 D00 37.97%
250 000 14.58% 3 150 D00 35.01%
275 000 15.62% 3 200 D00 38.06%
300 000 16.65% 3 250 D00 38.11%
325 000 17.75% 3 300 D00 35.15%
350 000 18.70% 3 350 D00 38.19%
375 000 19.52% 3 400 D00 35.23%
400 000 20.23% 3 450 D00 38.27%
425 000 21.05% 3 500 000 35.31%
450 000 21 BB% 3 550 D00 38.35%
475 000 22.62% 3 600 D00 35.39%
500 000 23.29% 3 650 D00 38.42%
550 000 24.45% 3 700 D00 35.46%
GO0 000 25.66% 3 750 D00 38.49%
650 000 26.69% 3 500 D00 38.52%
700 000 27.57% 3 850 D00 35.56%
750 000 2B.46% 3 900 D00 35.59%
00 000 29.24% 3 950 000 35.62%
850 000 29.93% 4000 D00 38.65%
200 000 30.55% 2050 D00 35.68%
S50 000 31.10% 4 100 D00 38.71%

1 000 00D 31.59% 4 150 D00 38.73%
1 050 000 32.04% 4 200 D00 35.76%
1 100 000 32.45% 4 250 D00 38.79%
1 150 000 32.82% 4 300 D00 35.81%
1 200 D00 33.16% 4 350 D00 38.84%
1 250 000 33.47% 4 200 D00 35.86%
1 300 D00 33.76% 4 450 D00 38.89%
1 350 000 34.03% 4 500 D00 35.91%
1 400 D00 34.28% 4 550 000 38.93%
1 450 000 34.51% 4 G600 D00 35.96%
1 500 D00 34.73% 4 650 D00 35.98%
1 550 D00 34.93% 4 700 D00 39.00%
1 600 D00 35.12% 4 750 D00 39.02%
1 650 D00 35.30% 4 E00 D00 39.04%
1 700 000 35.47% 4 550 D00 39.06%
1 750 D00 35.62% 4 900 D00 39.08%
1 00 000 35.77% 4 950 D00 39.10%
1 £50 000 35.92% 5 000 D00 39.12%
1 900 D00 36.05% 5 050 D00 39.14%
1 950 000 36.18% 5 100 D00 39.16%
2 000 D00 36.30% 5 150 D00 39.17%
2 050 000 36.41% 5 200 D00 39.19%
2 100 D00 36.52% 5 250 D00 39.21%
2 150000 J36.62% 5 300 000 39.23%
2 200 D00 36.72% 5 350 D00 39.24%
2 250 000 36.82% 5 400 D00 39.26%
2 300 000 36.91% 5 450 D00 39.27%
2 350 D00 37.00% 5 500 D00 39.29%
2 400 000 37.08% 5 550 D00 39.31%
2 450000 37.16% 5 600 D00 39.32%
2 500 000 37.24% 5 650 000 39.34%
2 550000 37.31% 5 700 D00 39.35%
2 GO0 D00 37.38% 5 750 D00 39.36%
2 650 000 37.45% 5 500 D00 39.38%
2 700 D00 37.52% 5 E50 D00 39.39%
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Table 11 (continued)

Taxable income Lhzd" == Taxable income Lh:d:r ==
effective tax rate effective tax rate

5 900 D00 33.41% 9 050 D00 39.96%
5 950 D00 39.42% 9 100 D00 39.97%
G 000 D00 39.43% 9 150 D00 39.97%
& 050 D00 39.45% 9 200 D00 39.98%
6 100 D00 39.46% 9 250 D00 39.958%
G 150 D00 39.47% 9 300 D00 39.99%
& 200 D00 39.48% 9 350 D00 39.99%
6 250 D00 39.49% 9 200 D00 39.599%
& 300 D00 39.51% 9 450 D00 A0005%
G 350 D00 39.52% 9 500 D00 40001 %
& 200 D00 39.53% 9 550 000 40001 %
6 450 D00 39.54% 9 600 D00 A0002%
& 500 D00 39.55% 9 650 D00 40003%
6 550 D00 39.56% 9 700 D00 A003%
G GO0 DD 39.57% 9 750 000 A0.04%
& 650 D0 39.59% 9 S00 D00 A0004%
6 700 D00 39.60% 9 850 D00 40004%
& 750 D00 39.61% 9 SO0 D00 A0005%
6 S00 D00 39.62% 9 950 D00 A0005%
6 E50 D00 39.63% 10 000 000 A10006%
6 900 D00 39.64% 11 000 000 A0014%
G 950 D00 39.65% 12 000 000 40.22%
7 000 D0 39.66% 13 000 000 A0 28%
7 050 D00 39.67% 14 000 000 40.33%
7 100 D00 39.68% 15 000 000 4037%
7 150 D00 39.68% 16 000 000 A0.41%
7 200 D00 39.69% 17 000 000 40.45%
7 250 D00 39.70% 18 000 000 A0A8%
7 300 D00 3I9.T1% 19 000 000 40.50%
7 350 D0 39.72% 20 000 00D A053%
7 400 D00 39.73% 21 000 000 40.55%
7 450 D00 39.74% 22 000 000 A0.57%
7 500 D00 39.75% 23 000 000 40.59%
7 550 D00 39.75% 24 000 000 A0061%
7 GO0 D00 39.76% 25 000 000 A0062%
7 650 D00 39.77% 26 000 000 A0063%
7 700 D00 39.78% 27 000 000 A0065%
7 750 D00 39.79% 25 000 000 A0066%
7 S00 D0 39.79% 29 000 000 A0U68%
7 B50 D00 39.50% 30 000 000 40069%
7 SO0 D00 39.81% 31 000 000 A0070%
7 950 D00 J9E2% 32 000 000 A0.71%
& 000 D00 I9.82% 33 000 000 40071%
& 050 D00 39.83% 34 000 000 A0.72%
& 100 D00 39.84% 35 000 000 40073%
& 150 D0 39.85% 36 000 000 A0.74%
& 200 D00 39.55% 37 000 000 40.75%
& 250 D00 39.86% 35 000 000 A0.75%
& 300 D00 J9ET% 39 000 000 A0.76%
& 350 D00 I9.87% A0 000 D00 A0.76%
& 200 D00 39.88% 41 000 D00 A0.77%
& 450 D00 39.89% 42 000 D00 40.78%
& 500 D0 39.89% 43 000 D00 A0.78%
& 350 D00 39.90% 42 000 000 40.79%
& GO0 D0 39.91% A5 000 D00 A0.79%
& 650 D00 39.91% 46 000 000 40.80%
& 700 D00 39.92% A7 000 D00 40805
& 750 D00 39.92% A8 000 D00 A0 B0%
& S00 D00 39.93% 49 000 D00 A0.81%
& E50 D00 39.94% 50 000 000 A0.B1%
& 900 D00 39.94%

& 950 D0 39.95%

9 000 D00 39.95%

288



