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Cipro has announced that from 1 September 2008 all CC’s will be required to lodge annual returns, a move which is considered to be an attempt by the authorities to clean out dormant CCs ahead of the contemplated closing of the Close Corporations Act 1984 as mooted in the latest draft of the Companies Act which is presently before Parliament. INTRODUCTION OF ANNUAL RETURNS – 1 SEPTEMBER 2008. CLOSE CORPORATIONS ACT NO. 69 OF 1984





Close Corporations were first introduced in South Africa in 1984 as a means to enable small, closely held, or in most instances, family businesses to achieve the benefits of limited liability without having to meet the rigorous compliance arrangements set out in the Companies Act 1973. 





Since 1984, the registration of Close Corporations has far outstripped the registration of Companies and today there are about 1,6million CC’s registered in South Africa, being used for a wide-variety of business purposes. When the Review of the Companies Act was first mooted it was suggested that Close Corporations should be removed from the corporate environment (not a very practical suggestion, as it turned out), and then in the draft Companies Act published in 2007 it was contemplated that the Close Corporation Act would continue side by side with Companies Act until a  future date when the Minister would deliver report for Parliament’s consideration on the usefulness or otherwise of continuing with Close Corporations. Following the submissions received in response to that suggestion, the latest version on the Companies Act now advocates that existing 





Close Corporations will continue to exist for an indefinite period but that the Close Corporation Act will be closed for new registrations from the date that the Companies Act becomes enacted as the new Companies Act. At this present moment the Act 2008 is being sent to the Presidential office for signature. So this means that  members of existing close corporations will ultimately be encouraged to convert into companies under the new Companies Act while new kids on the block will effectively have no choice and will have to incorporate under the Companies Act. A number of amendments to the Close Corporations Act are mooted in the new Companies Act to prevent arbitrage between the different regimes. 





Visit us on our new website � HYPERLINK "http://www.closecorporationsonline.co.za" ��www.closecorporationsonline.co.za� or Contact Graeme Fraser and Veldra Morris for more information at � HYPERLINK "mailto:legaleagles@srvalley.co.za" ��legaleagles@srvalley.co.za�.
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