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Legend Meaning

Word / phrase in green Word / phrase defi ned in Annexure A.

Acronym Meaning

VAT Value-added tax

VAT Act Value-Added Tax Act No. 89 of 1991

Legends

Acronyms
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Introduction

On 21 February 2018 (“announcement date”), it was announced that the value-added tax (“VAT”) rate will increase 
from 14% to 15%. The rate increase is to take effect on 1 April 2018 (“effective date”).

Save for specifi c provisions that require otherwise, section 7(1)(a), read with section 9(1) of the Value-Added Tax Act No. 
89 of 1991 (“VAT Act”), requires a registered VAT vendor to impose VAT on the supply of goods or services in the course 
or furtherance of such vendor’s enterprise at a rate of 14%, at the earlier of the time when an invoice is issued, or payment 
is received. This is the general rule. Therefore, unless specifi cally provided otherwise, the general time of supply rules will 
continue to apply in determining the VAT rate to be imposed on a supply.

The purpose of this guide is to provide general guidelines on how to correctly account for the increase in the VAT rate. 
Please note that this is not a tax opinion as envisaged in section 223(3)(b) of the Tax Administration Act, 28 of 2011. Unless 
stated otherwise, all references to sections, are to sections in the VAT Act.
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Determining the VAT rate 
that should be imposed
In simplistic terms, supplies that take place before 1 April 2018 should be subject to VAT at 14%, and supplies that take 

place on/after 1 April 2018 should be subject to VAT of 15%. However, section 67A provides specifi c transitional rules 
that should be applied where there is an increase in the VAT rate. These rules provide guidance on the determination 

of the value and time of supplies for supplies made since the announcement date (i.e. 21 February 2018).

Section 67A specifi cally addresses timing differences. Timing differences occur where the deemed time of supply as 
contemplated in section 9, and the actual provision of goods and performance of services differ. For example, there will be 
a timing difference where the invoice is issued on 28 March 2018, but the goods are only physically delivered on 3 April 
2018 (or vice versa). We outline the impact of section 9(1) read with section 67A on the VAT rate in Table 1 below. The 
provisions outlined in Table 1 do not apply to lay-by agreements, and (except for categories 4.1 – 4.3 in Table 1) the sale 
of fi xed property. Section 67A contains special transitional rules for the aforementioned. These special transitional rules are 
summarised in paragraph 3 and 4 respectively.
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Supply category no. Transitional provision Deemed time of supply 1 VAT rate to 
be imposed

1.1 Goods
The goods were provided before 1 April 2018; and
An invoice was issued, or payment was received before 1 April 2018.

When goods were provided 14%

1.2 Services
The services were performed before 1 April 2018; and
An invoice was issued, or payment was received before 1 April 2018.

When services were performed 14%

2.1 Goods
The goods were provided before 1 April 2018; and
An invoice was issued, or payment was received after 1 April 2018.

When goods were provided 14%

2.2 Services
The services were performed before 1 April 2018; and
An invoice was issued, or payment was received after 1 April 2018.

When services were performed 14%

3.1 Goods

The goods were provided2 during a period that commences before 1 April 
2018 and ends on/after 1 April 2018, and the: 3  
• Goods are provided in terms of a rental agreement;
•  Goods are supplied progressively or periodically, and the agreement requires 

the consideration to be paid in instalments or periodically; or
•  Goods are supplied directly in the construction or repair, improvement, 

erection, manufacture, assembly or alteration of goods, and the agreement 
requires the consideration to be paid in instalments or periodically in relation to 
the progressive nature of the work.

Normal time of supply rules 
read with section 67A: Value of 
supply apportioned over period 
on a fair and reasonable basis

14% or 15%

3.2 Services

The services were performed during a period that commences before 1 April 
2018 and ends on/after 1 April 2018, or if the: 4

•  Services are supplied in terms of an agreement that requires the consideration 
to be paid periodically; or

•  Services are supplied directly in the construction or repair, improvement, 
erection, manufacture, assembly or alteration of goods, and the agreement 
requires the consideration to be paid in instalments or periodically in relation to 
the progressive nature of the work.

Normal time of supply rules 
read with section 67A: Value of 
supply apportioned over period 
on a fair and reasonable basis

14% or 15%

Table 1: Transitional rules where the VAT rate is increased
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Supply category no. Transitional provision Deemed time of supply 1 VAT rate to 
be imposed

4.1 Goods
An invoice was issued, or payment was received between 21 February 2018 
and 31 March 2018; and
The goods were provided on/before 22 April 2018.

Earlier of invoice or payment 14%

4.2 Goods

An invoice was issued, or payment was received between 21 February 2018 
and 31 March 2018;
The goods were provided after 22 April 2018; and
It is normal business practice to issue invoices or to receive payments before 
goods are provided.

Earlier of invoice or payment 14%

4.3 Goods

An invoice was issued, or payment was received between 21 February 2018 
and 31 March 2018;
The goods were provided after 22 April 2018; and
It is not normal business practice to issue invoices or to receive payments 
before goods are provided.

1 April 2018 15%

5.1 Services

An invoice was issued, or payment was received between 21 February 2018 
and 31 March 2018;
The services were performed on/after 1 April 2018; and
It is normal business practice to issue invoices or to receive payments before 
services are performed

Normal time of supply rules 
read with section 67A: Value of 
supply apportioned over period 
on a fair and reasonable basis

14%

5.2 Services

An invoice was issued, or payment was received between 21 February 2018 
and 31 March 2018;
The services were performed on/after 1 April 2018; and
It is not normal business practice to issue invoices or to receive payments before 
services are performed.

1 April 2018 15%

1 The time of supply is based on the general rule contained in section 9(1), read with section 67A. Table 1 
does not deal with the remainder of section 9.
2  Excluding the sale of fixed property.

3 Section 9(3)(a) or (b).
4 Section 9(3)(a) or (b)
Annexure B contains decision trees that will guide you through the process as outlined in Table 1 above.
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 Section 67A(4) provides special transitional rules for:

 • The sale or transfer of any dwelling together with the land on which it is erected;

 • Any real right conferring a right to or an interest in the use of a dwelling;

 • Any sectional title unit where the unit constitutes a dwelling;

 • Any share in share block company conferring a right to or an interest in the use of a dwelling;

 •  The sale of fi xed property consisting of land, or any real right therein, for the sole or principal purpose 
of the erection by or for the purchaser of a dwelling as confi rmed by the purchaser in writing; or

 • The construction by any vendor carrying on a construction enterprise of any new dwelling.

Where the price of sale or construction of the goods as contemplated by section 67A(4), is stated in a written agreement 
that is signed by both parties thereto before 1 April 2018, VAT should be imposed at 14%, even if payment and registration 
of transfer only takes place on/after 1 April 2018.

Please note: Subject 
to section 67A(2), the 
normal time of supply 
rules as contemplated 
in section 9 applies to 
the construction and/
or sale of commercial 
property.

The sale or transfer 
of residential property
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Lay-by 
AGREEMENTS

In terms of section 67A(5), where a lay-by 
agreement is concluded before 1 April 2018  
and a deposit is paid before 1 April 2018, VAT 

should be imposed at 14%. The date of supply is 
deemed to be the date on which the agreement 
was concluded. 

Therefore, if the lay-by agreement was only 
concluded on/after 1 April 2018, or if the deposit 
was only paid on/after 1 April 2018, VAT should be 
imposed at 15%.
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Claiming input tax

Provided that a registered VAT vendor is in possession of a ‘tax invoice’ (or any other document as contemplated by 
section 16(2)), and that the input tax is not denied in terms of section 17(2), a registered VAT vendor will be entitled 
to reduce output tax by the amount of tax incurred if such amount constitutes ‘input tax’. 

Section 1 defi nes ‘input tax’ as “…tax charged under section 7 and payable in terms of that section by…a supplier 
on the supply of goods or services made by that supplier to the vendor…where the goods or services concerned are 
acquired by the vendor wholly for the purpose of consumption, use or supply in the course of making taxable supplies…” 
(our emphasis).

Therefore, a VAT vendor will be entitled to deduct input tax equal to the tax charged by the supplier. In other words, the 
amount of input tax claimed is dependent on the amount of tax charged by the supplier. The VAT Act does not provide for 
adjustments to allow for the deduction of additional input tax where there has been an increase in the VAT rate. In other 
words, a recipient vendor will not be entitled to claim additional input tax of 1% with respect to supplies on which tax was 
charged by the supplier at 14%.
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Practical considerations
Keep the following in mind in preparation for the VAT rate change:

•  Where supplies are deemed to take place in terms of the usual time of supply rules (section 9), the VAT charged should 
be accounted for in the tax period in which the supply is deemed to take place. Where supplies are deemed to take 
place on 1 April 2018, VAT must be accounted for in the tax period in which 1 April 2018 falls. This could either be the 
March/April; April/May or just the April tax period. Where supplies are deemed to take place on another day – such as 
fixed property which takes place on the registration of transfer – VAT should be accounted for in the period in which the 
registration takes place.

•  Ensure that your accounting system can handle both VAT rates, i.e. 14% and 15%, until all affected supplies have been 
accounted for. This is because:

 o  Output tax can still be imposed at 14% for specific supplies (as per Table 1 above);

 o  Depending on the time of supply, you will be able to claim input tax of either 14% or 15% of the value of the supply;

 o  Adjustments may need to be accounted for at either 14% or 15%.
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•  There may be some supplies that are made in terms of an agreement concluded before 1 April 2018. However, the 
agreement will still require supplies to be made on/after 1 April 2018. A new agreement need not be concluded to 
account for the increased VAT rate of 15%. If an agreement was entered into before 1 April 2018, the supplying vendor 
may, unless specifi cally prohibited by the agreement, recover any additional output tax attributable to the increase in 
the VAT rate (i.e. 1%) from the recipient.  Therefore, a supplying vendor may recover the increased VAT as part of the 
consideration charged for the supply. However, if the agreement prohibits the consideration to be altered, output tax 
should still be imposed at 15%, but the vendor will not be entitled to recover the additional 1% from the recipient.

•  A decision will have to be made regarding whether the increased VAT will be absorbed as a cost or if prices will be 
adjusted upwards to recover the increased VAT from clients/customers.

•  Keep in mind that your apportionment ratio will now have to accommodate two different rates. If your tax period does not 
end on 31 March 2018, it would be advisable to generate records that will provide you with the information necessary to 
determine the apportionment ratio. Ensuring that fi nancial records are produced for the period ending 31 March 2018, will 
also be useful for purposes of completing the IT14SD, where two different VAT rates now also must be accommodated 
in the reconciliation.  

•  It may be advisable to liaise with customers/clients to notify them of any price increases resulting from the increased VAT 
rate. The communique can then also provide guidance on how you will be dealing with on-going agreements or supplies 
that will stretch across the effective date of the VAT rate increase.
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Determining 
the VAT rate
specifi c supplies/
transactions

In this paragraph, we will consider the implications of the 
VAT rate increase in relation to specifi c transactions.
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Irrecoverable debts
Section 22 allows a vendor to claim a deduction where a debt has become irrecoverable. The amount of the deduction 
will be equal to so much of the consideration that has become irrecoverable. The consideration amount will include VAT at 
the rate that was effective at the time the underlying supply was made. Therefore, where the supply was subject to VAT at 
a rate of 14%, the irrecoverable debt deduction must also be determined by applying a VAT rate of 14%.

Deposits
The VAT consequences of deposits will be determined having regard to the time at which the deposit is applied as 
consideration. When a deposit is forfeited, the VAT consequences could require a consideration of the period during which 
the service, i.e. the right or promise to acquire goods or services, was supplied.

Recovery of expenditure
Suppose a lessor recovers water and electricity costs, incurred by the lessor as principal, from the tenants. However, the 
lessor only invoices the tenants for costs for the month of February 2018, during April 2018. Since the water and electricity 
costs are incurred by the lessor to enable the lessor to supply the fi xed property  to its tenants, the water and electricity 
costs will form part of the supply of the right of use of the fi xed property to the tenant.

Applying the guidelines in point 2.2 of Table 1 above, the goods were provided before 1 April 2018, but the invoice is 
issued to and the payment is made by the tenant on/after 1 April 2018. Therefore, VAT should be imposed by the lessor 
at a rate of 14%.
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Debit and credit notes

In terms of the provisions of section 22, regard must be 
had to the underlying supply when issuing debit and credit 
notes. Therefore, where the underlying supply was effected 
at the VAT rate of 14%, the related debit/credit note must also 
account for VAT at 14%. Accounting systems must therefore 
allow VAT adjustments to be made at both 14% and 15%.
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Conclusion

As with any tax amendment, the increase in the VAT rate may bring 
with it many uncertainties and/or unintended consequences. The 
guidance provided in this guide is merely an overview and by no 

means comprehensive. If you need additional guidance or assistance, 
please do not hesitate to contact Nubis.tax. 
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6 Section 8(11) deems the supply of the right of use of goods in terms of a rental agreement to be the supply of goods.
7  Source: https://merriam-webster.com/dictionary/issue.

Term Definition / meaning

Announcement date 21 February 2018.

Dwelling Section 1 defines a ‘dwelling’ as “…except where it is used in the supply of commercial accommodation, 
any building, premises, structure, or any other place, or any part thereof, used predominantly as a place 
of residence or abode of any natural person or which is intended for use predominantly as a place of 
residence or abode of any natural person, including any fixtures and fittings belonging thereto and enjoyed 
therewith…”

Effective date 1 April 2018.

Goods were provided In terms of section 67A(3) goods are deemed to be provided by the supplier thereof:
• When such goods are delivered to the recipient;
•  For goods supplied under a rental agreement, when the recipient takes possession or occupation  

thereof;
• For fixed property supplied by way of sale or transfer, when registration is effected in the deeds registry.

Invoice Section 1 defines an ‘invoice’ as “…a document notifying an obligation to make payment…” An invoice is 
therefore not necessarily a tax invoice – the definition is much broader.

Issue Impliedly, to issue an invoice alludes to more than the mere printing of an invoice. An invoice will be issued if 
it is distributed to the intended recipient. 7

Section 67A window period 
for goods

Period commencing 21 February 2018 and ending 22 April 2018

Services were performed Services were carried out or physically performed.

Value The consideration amount excluding VAT.

ANNEXURE A: DEFINED TERMS
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ANNEXURE B: DECISION TREES

Determining the value of a supply
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Determining the time of supply of goods
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Determining the time of supply of services
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