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Ref#: 526621 
Submission File 

26 August 2015 

 
National Treasury  
Private Bag  X115  
PRETORIA  
0001  
 
BY E-MAIL: nomalizo.bulisile@treasury.gov.za  
                    acollins@sars.gov.za 
 
Dear Ms Collins and Ms. Bulisile 

SUBMISSION: REPRESENTATIONS ON THE DRAFT TAXATION LAWS AMENDMENT 
BILL 2015 (DTLAB15) – VALUE ADDED TAX (VAT) 
 
We present herewith our written submissions on the above-mentioned draft Bill on behalf of 
the SAICA National Tax Committee in respect of VAT matters.  

Our submissions include a combination of representations, ranging from serious concerns 
about the impact or effect of certain provisions to simple clarification-suggestions for 
potentially ambiguous provisions. We have deliberately tried to keep the discussion of our 
submissions as concise as possible, which does mean that you might require further 
clarification. In this respect, you are more than welcome to contact us in this regard. 

As always, we thank SARS and National Treasury for the on-going opportunity to participate 
in the development of the SA tax law. 

 

Yours sincerely 

 
Christo Theron  Pieter Faber  
CHAIRMAN: SAICA VAT sub-committee  PROJECT DIRECTOR: Tax  
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DETAILED SUBMISSIONS 

DRAFT TAXATION LAWS AMENDMENT BILL 

1. VALUE ADDED TAX MATTERS 

1.1 NEW – Schedule 2 Part B: VAT on Nuts 

1. The current wording of schedule 2 Part B item 13 to the VAT Act reads: 

  Fruit. not cooked or treated in any 
manner except for the purposes of 
preserving such fruit in its natural stale. 
but excluding dehydrated, dried, canned 
or bottled fruit and nuts. 

2. This wording is counter intuitive. If nuts are fruit, which they would have to be 
for the exclusion to make sense, then it is hard to read that the dehydrated, 
bottled etc. qualification only applies to fruit and not nuts as conjoined by 
“and” where a descriptive word is used to qualify the nouns conjoined. 

3. For example a sentence that states excluding red trucks and bikes would be 
very difficult to interpret at being red trucks and bikes and not red trucks and 
red bikes. 

4. Submission: As it is our understanding that the exclusion was the intention, 
we propose that the schedule read: “….excluding nuts and dehydrated, dried, 
canned or bottled fruit [and nuts].”  

1.2 Clause 120(a) – Commercial accommodation  

5. In principle we agree that the limitation of the inclusion of commercial 
accommodation, in the ambit of enterprise activities, should be reflected in the 
provisos to the definition of “enterprise” in section 1 of the VAT Act. 

6. It is doubtful that the desired outcome has been achieved, if regard is had to 
the overall effect of the amendments proposed in 120(a) and 120(f) – (see 
comments below on 120(f)).  

7. Submission: The manner of the amendment should be reconsidered.  

1.3 Clause 120(b) – Commercial accommodation  

8. We are unclear as to the purpose of this amendment, especially in the 
absence of a new definition of “shareholder” in section 1 of the VAT Act.  
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9. Submission: We recommend that the purpose and effect of this amendment 
be dealt with in the explanatory memorandum. 

1.4 Clause 120(f) – Commercial accommodation  

10. Our understanding is that the intention of the amendment is to retain the 
status quo (except for the increase of the threshold from R60 000 to R120 
000). 

11. The proposed wording of the new proviso however delinks the value of 
taxable supplies made in respect of the supply of commercial accommodation; 
it merely refers to “the total value of taxable supplies made by that person in 
the preceding period of 12 months …”. 

12. An enterprise that therefore also makes other categories of taxable supplies 
will not be affected by the amendment, notwithstanding that they may not 
achieve the threshold of R120 000 in respect of commercial accommodation.  

13. Submission: We recommend that that wording of the proviso be changed as 
follows: “… and the total value of taxable supplied derived from the supply of 
commercial accommodation …” 

14. Furthermore, the proposed amendment currently does not provide for any 
relief where the enterprise ceases as a result of the increased threshold (i.e. 
where the cessation of the VAT enterprise will result in an output tax trigger in 
terms of section 8(2) of the VAT Act).  

15. Submission: We recommend that consideration be given to relief measures as 
the liability for output tax could be quite significant where fixed property is 
involved.  

16. In instances where an person conducts an enterprise that includes the supply 
of commercial accommodation and the commercial accommodation activities 
cease to be part of the enterprise, due to not achieving the new R120 000 
threshold, output tax would become payable in terms of section 18(1) of the 
VAT Act at the market value of the assets of the enterprise.  

17. In instances where the enterprise only supplied commercial accommodation, 
before its enterprise activities ceased due to the increased threshold, output 
tax is payable on the lower of cost or market value in terms of section 8(2) of 
the VAT Act.  

18. We accept that in the normal scheme and operation of the VAT Act the above 
apparent inconsistency is the consequence of the structure of the VAT Act 
and its objectives.  
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19. Submission: In this case we recommend that consideration be given to a 
once-off exception to provide an exit for the affected enterprise at the same 
valuation rules contained in section 8(8) of the VAT Act (i.e. lower of cost or 
market value) where the exit is achieved via the section 18(1) mechanism. 

1.5 Clause 121 & 124(1)(e) – National housing program  

20. Repealing the zero-rating for the national housing program is in our opinion, 
not the appropriate course of action to take to address administrative 
difficulties and inefficiencies inherent in the program. 

21. The purpose of the zero-rating is to assist to provide housing to low-income 
earners, which is a national priority. Inefficiencies and the inability to 
implement and administer national and provincial laws, is not in our opinion, 
reason for the zero-rating to be scrapped.  

22. Submission: We recommend that the scrapping of section 8(23) of the VAT 
Act be reconsidered. 

1.6 Clause 124(1)(c) – IDZ alignment  

23. We welcome the limited relaxation. 

24. The Explanatory Memorandum indicates that the purpose of the amendment 
is to align the rules applicable to transfers/supplies to IDZs with the rules 
contained in VAT Interpretation Note # 30 (Issue 3).  

25. However, VAT Interpretation Note #30(Issue 3) does not require that cartage 
contractors must be registered for VAT. 

26. Submission: We recommend that the requirement that the cartage contractor 
must be VAT registered, be removed in line with the requirements applicable 
to other exports of goods. 

1.7 Clause 125(1) – VAT on educational institutions 

27. We welcome this as an interim measure to address some of the uncertainties 
when dealing with VAT and educational institutions. 

28. However, more detailed amendments are required to address all the 
complexities of VAT in this area. 

1.8 Clause 126(1)(a) – IDZ alignment  

29. No reason has been given for this deletion.  
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30. Submission: We recommend that this issue be dealt with in the final 
Explanatory Memorandum to explain the policy behind this amendment. 

1.9 Clause 126(1)(c) – SABC payments basis  

31. It is doubtful whether it is best practice to compromise the scheme of the VAT 
Act to accommodate the circumstances of a single taxpayer such as the 
SABC.  

32. Submission: We recommend that this course of action be carefully considered 
as it may pave the way for further future applications to apply the payments 
basis of accounting for VAT based on individual and similar commercial 
reasons. In the long term this may undermine the integrity of the VAT system. 
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