Property For Shares: Section 24B(1)

100 Shares -------------
Transfer Building --------

Newco



· Individual transfers a commercial building to Newco in exchange for all 100 Newco shares. The building has a r100 value and r20 base cost.

Share-for-Shares: Section 24B(2)





      Parent


500 S1 Shares

Outstanding

                        Sub 1
                         250 S1 Shares                  Sub 2                    




                                                               500 S2 Shares 

1. Parent owns all 500 shares of Sub 1 and all 500 shares of Sub 2. Sub 1 is worth R200, and Sub 2 is worth R100.

2. Sub 1 issues 250 shares to Sub 2, and Sub 2 issues 500 shares to Sub 1 in exchange.

3. Sub 1 increases by the R100 value of the Sub 2 shares, and Sub 2 increases by the R100 value of the Sub 1 Shares.

                Degrounding charge: Section 45(4)

Parent 




          Sub 1





 Sub 2





Asset














                  

 Asset

           Sub 3







1. Intra-group transfers should be tax-free until the assets leaves the group or the buying and selling companies are no longer part of the same group.

2. Current avoidance: Sub 1 can sell assets to Sub 2, followed by Sub 2’s sale of the asset to Sub 3. Sub 2 and Sub 3 then leave as a subgroup without any degrouping charge for the asset.
