
CPD
60mins

Unstructured

SOUTH AFRICANS WORKING 
ABROAD: THE CURRENT DILEMMA 
AND THE TAX IMPLICATIONS

VENTURE CAPITAL COMPANY
THE CGT IMPLICATIONS FOR SBCS

SHOULD TAX PRACTITIONERS BE 
PUBLIC OFFICERS?

THE IMPACT OF CORRUPTION ON TAX ADMINISTRATION

Official Journal of the South African Institute of Professional Accountants Issue 34 | 2019



Unique benefits

C   A   M   A   F
MEDICAL SCHEME

I N  A  C L A S S  O F  I T S  O W N

Vital Essential Plus Network Choice First Choice Double Plus Alliance

Hospital and Chronic

Day to Day - -

Preventative Wellness 
Benefits -

MSA (savings) - - -

V ADPFCNEP

Member)

Vital Essential Plus Network Choice First Choice Double Plus Alliance

Hospital Facility Fees Any private hospital Any private hospital Netcare hospitals only Any private hospital Any private hospital Any private hospital.  
Private wards

Attending Doctor's and 
Specialists in Hospital Up to 300% CBT Up to 200% CBT Up to 100% CBT Up to 100% CBT Up to 300% CBT Up to 300% CBT 

Chronic condition 
cover: medicines and 
consults

Radiology and 
Pathology

Unlimited In or Out of 
Hospital

Unlimited In Hospital.  
Out of Hospital from MSA 

Limits apply In and Out
of hospital

Limits apply In and Out
of hospital

Unlimited In or Out
of Hospital

Unlimited In or Out of 
Hospital

Preventative Wellness 
Benefits 14 extra benefits 4 extra benefits 10 extra benefits 10 extra benefits 14 extra benefits 14 extra benefits

Day to Day Overall 
Limit (Principal 
Member)

 -    -   

R3 040 for Medicines.  
R9 360 for Specialists.  

R3 040 for Other.
From DSP  only

R3 040 for Medicines.  
R9 360 for Specialists.  

R3 040 for Other.
Paid at 80%

R11 800 R30 200

Medical Savings 
Account (Principal  -    R6 000  -    -   R4 260 R6 540

V ADPFCEP N

64 Conditions63 Conditions27 Conditions27 Conditions27 Conditions63 Conditions



 FROM SAIPA

04  Word from CoTE

 TAX COMPLIANCE 

06 The impact of corruption on tax administration

 INDUSTRY INSIGHTS

09  South Africans working abroad: The current  
dilemma and the tax implications

 
12	 	Should	tax	practitioners	also	be	public	officers?	

 TAX TECHNICAL 

14  Venture Capital Company – The implications for capital 
gains tax and Small Business Corporations

18	 Income	tax	and	VAT	consequences	of	finance	leases

20 The VAT implication of vouchers

22  When goods or services have components  
with differing VAT rates

24	 	Cryptocurrency:	The	tax,	economic	and	financial	
implications

 INVESTMENT TAX

26  Not all dividends are ordinary
 
28  Investing abroad: Foreign investment  

allowance at your disposal

 OFF BALANCE SHEET 

30 Member	profile:	Depika	Singh

06

20

14

28

CONTENTS

ISSU
E 34 | 2019



S ARS has collected R1.28 trillion for the 
tax year ending 2019. Even though it has 
fallen R14.6 billion short of its target of 
R1.3 trillion, SARS should be commended.

“SARS’ operations have been hampered by 
significant handicaps due to past mismanagement, 
including a massive VAT refund obligation, deep 
systemic breakdown and flagging employee morale. 
Add to that weak economy growth and the steps 
implemented to rebuild SARS, it is commendable to 
have fared so well,” says Ettiene Retief, Head of Tax 
Committee at SAIPA.

Whilst it is widely known how corruption impacts 
on the economy, and by extension, the entire 
country, what is not as widely publicised is the 
effects of corruption on tax administration and on 
the country’s revenue collection authority, the South 
African Revenue Service (SARS). One of the main 
contributors of tax corruption can be attributed to 
the complexity of our tax legislation. According to 
SAIPA’s Technical and Standards Executive, Faith 
Ngwenya, our highly complex tax laws create 
loopholes, which result in laws being incorrectly 
interpreted, and taxpayers either under-declaring 
income or overstating deductible expenses. In this 
edition, we look at how corruption impacts on tax 
morality and thereby has a direct impact on tax 
administration.

Another issue causing much stress and public outcry 
is the ‘Expat tax’. New legislation governing the 
taxation of South Africans living and working abroad 
comes into effect from March 2020. This legislation 
will mean that subject to certain conditions, income 

earned outside of South Africa will also be taxed by 
SARS. Tax advisor, Mahomed Kamdar, gives us some 
valuable insights around the considerations and 
conditions for taxation of income earned abroad. 

Financial emigration entails informing SARS that an 
individual is emigrating from a tax point of view, but 
still maintaining South African citizenship. Expats are 
encouraged to follow this process with SARS and the 
SARB so that it can be noted that they are no longer 
‘ordinarily resident’.

In this edition we also look at the role of tax 
practitioners as a public officer. Tax practitioners 
are often asked by clients, both individuals and 
businesses, to act as tax representatives. The 
main area of concern here is around tax liability 
and the definition of a taxpayer. If it was a simple 
case of once a tax assignment is completed, 
then tax responsibilities cease. However, this is 
unfortunately not the reality, and we examine the tax 
responsibilities of a public officer. 

Another topical subject currently garnering attention 
is the Venture Capital Company (VCC). We explore 
the VCC and the implications on capital gains tax 
and small business corporations.

We trust you will enjoy this edition!

Zobuzwe
Zobuzwe Ngobese – Marketing and 
Communications Executive
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SAIPA Centre of Tax 
Excellence (CoTE)
SAIPA has a Centre of Tax Excellence (CoTE) for tax practitioners who wish to specialise 
in the field of taxation and obtain a higher standard of distinction.

TAX AFFILIATE MEMBERSHIP 
AND TAX SPECIALISATION 
DESIGNATIONS:
• Professional Tax Specialist (SA)

• Professional Tax Practitioner (SA)

• Professional Tax Technician (SA)

T he SAIPA Professional Tax Specialist (SA), Tax Practitioner (SA) and Tax Technician (SA) 
build strong relationships and a thorough understanding of their clients. They are able 
to offer services and advice, tailored to each client’s business and its needs, addressing 
challenges as well as anticipating and creating opportunities for success.

WHY BECOME A MEMBER OF THE 
SAIPA COTE?

Being a SAIPA member associates 
you with the respectability of the 
Institute and affords the member many 
advantages within the marketplace. 

More than 12 000 Professional 
Accountants (SA) benefit from 
membership with SAIPA. Some 
of the many advantages of SAIPA 
membership include:
•  Professional designations, and 

recognition within the industry.
•  Credibility attached to an 

organisation with over 35 years of 
professional history. 

•  Assurance by clients that you are 
recognised by SARS as a good-
standing, credible tax practitioner in 
the industry.

•  SAIPA members must meet the 
highest entrance qualifications, both 
academic and practical and abide by 
both the International Federation of 
Accountants (IFAC) and SAIPA Codes 
of Conduct, Constitutions and By-
laws.

•  Professional and business 
advancement.

•  CoTE members benefit from 
representation by SAIPA at various 
relevant stakeholder forums such as 
SARS, CIPC etc.

SUPPORT AND DEVELOPMENT:

•  Members receive continuous support 
and development through powerful 
networking, growth opportunities and 
abundant resources.

•  Telephonic and email support by 
the SAIPA Centre of Tax Excellence 
service centre for technical queries and 
questions.

•  Tax dedicated Continuous Professional 
Development (CPD) events are provided 
at extremely competitive rates.

•  CoTE members receive dedicated 
monthly online tax newsletters, a 
dedicated quarterly tax magazine and 
benefit from various other SAIPA services 
made available to the Professional 
Accountant (SA).

•  Receive alerts and notifications for 
breaking news on any tax legislation 
changes.

MEMBERS CAN:

•  Apply for recognition as a compliance officer and 
financial services advisor in terms of the Financial and 
Intermediary Services Act.

•  Perform functions and issue reports in terms of the 
micro lending industry regulations, Sectional Titles 
Act, Non-Profit Organisations Act, Schools Act as well 
as the Close Corporations Act.

PERSONAL AND BUSINESS BENEFITS:

•  Members enjoy Professional Indemnity (PI) 
insurance cover.

•  SAIPA has partnered with specially selected high-
end services providers to provide members with 
exclusive benefits. Visit the SAIPA website for more 
information.

•  Members have access to preferred rates, cash back 
on purchases and other special offers.
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TAX COMPLIANCE

on Tax Administration
Lynette Dicey

The Impact of Corruption

The impact of corruption on the South African economy has been widely documented 
in recent years. What has been less of a focus is the impact of corruption on tax 
administration and South Africa’s revenue collection authority, the South African 
Revenue Service (SARS). Every state requires its populace to willingly comply with 
its tax authority and requires an efficient revenue service.
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T here are a myriad causes for corruption in tax 
administration. One of the major contributors, maintains 
Faith Ngwenya, Technical and Standards Executive at 

SAIPA is the complexity of tax legislation. “The loopholes caused 
by this complexity results in laws being incorrectly interpreted, 
resulting in taxpayers either under-declaring income or over-
stating deductible expenses,” she says. 

TAX MORALITY
The tax morality prevalent in any functioning economy, explains 
Ettiene Retief, Professional Tax Specialist at FTR Tax and Corporate 
Administration Services, is based on a number of factors including 
how a taxpayer files and pays taxes, how taxes are collected, how 
efficiently it is done, whether taxpayers believe they are being fairly 
taxed, what the revenue is being used for and if this use is deemed 
by taxpayers to be an acceptable use of the funds. 

“Tax morality breaks down as soon as society, for whatever reason, 
loses trust and faith in the revenue agency,” explains Retief. “Tax 
compliance becomes a much more significant issue when morality 
is degrading.” 

Ngwenya agrees, adding that a lack of political and economic 
confidence contributes to increases in tax non-compliance. “The 
more loyal taxpayers feel despondent about the political and 
economic status of the country, the less likely they are to continue 
being tax compliant and the greater the possibility of corruption,” 
she says. “The concerns of loyal taxpayers that there is fruitless 
and wasteful expenditure of fiscal monies could potentially lead to 
previously compliant taxpayers withholding tax or even seeking out 
avenues or jurisdictions which can be considered ‘tax havens’ thus 
leading to lower income for the country.” 

ISSUES AT SARS
SARS has been beset by challenges in recent years and its 
reputation systematically undermined during the tenure of Tom 
Moyane as SARS commissioner from late 2014 until he was 
removed from his post in 2018 after damning allegations of 
mismanagement and corruption. In response to these allegations 
and significant under collection over several years, the Nugent 
Commission of Inquiry was established in 2018 under retired judge 
Robert Nugent, to investigate tax administration and governance 
at SARS.

The Commission found reckless mismanagement under Moyane, 
the evisceration of the Large Business Centre, which was set up to 
deal with large businesses and high net worth individuals, and a 
restructure which resulted in the displacement of numerous skilled 
professionals. The result was an exodus of highly skilled individuals 
from SARS. 

The Commission also found that during Moyane’s tenure, efforts 
to modernise SARS’ aging IT systems were halted. “A modern 
IT infrastructure and systems at a tax authority is essential for the 
efficient collection of taxes,” explains Retief. “SARS’ IT systems 
should have been kept up to date and continually modernised and 
failure to do so creates inefficiency in the collection system.”

The Nugent Commission of Inquiry, however, was not the first 
probe into SARS. The Tax Ombud implemented a probe into why 
SARS was withholding VAT repayments and in 2017 released a 
report stating that there was evidence of systemic delays to the 
detriment of VAT payers. The impression that was created was that 
SARS had intentionally withheld VAT repayments, further damaging 
its reputation. 

“A revenue authority is arguably the most important institution 
within government as all arms of the state are dependent on it in 
order to function,” points out Retief. “The fact that SARS managed 
to become so susceptible to state capture and corruption had a 
significant impact on the fiscus and the economy, and illustrates just 
how important it is that the leadership of these kinds of institutions 
are appointed in the proper way.”

He says the way in which SARS commissioners are appointed 
needs to be revisited to ensure those in the position act in the 
best interests of the country rather than the vagaries of the ruling 
party of the day. “Traditionally the President appoints the SARS 
commissioner but following the recommendations of the Nugent 
Commission, a panel was established to interview candidates and 
to make recommendation to the President,” says Retief. 

Ideally the position of Commissioner of SARS should not be a 
presidential appointment, says Ngwenya, but instead should 
be filled through normal recruitment and screening processes. 
“Integrity and ethical behaviour should be the cornerstone of the 
revenue authority.”

CONSEQUENCES OF CORRUPTION
According to Ngwenya, the disbanding of certain units with SARS 
dedicated to chasing non-compliant large business taxpayers has 
contributed to the perception that many taxpayers are not meeting 
their tax liability. Political interference, she adds, contributes to 
tax administration corruption and a lack of focus on the important 
mandate of revenue collection.

In South Africa revenue collection has for several years fallen below 
the budgeted revenue. “Whilst there is no empirical evidence 
connecting under collection to corruption, it can be assumed that 
corruption has played a significant role,” says Ngwenya.
Restoring credibility

From a reputational perspective, SARS suffered extensive damage 
under Monyane’s tenure. However, as SARS rebuilds capacity, 
modernises its systems and re-establishes units like the Large 
Business Centre and the Illicit Economy Unit, it will go a long 
way towards rebuilding trust in the institution and improving tax 
morality, says Retief. 

“Tax morality breaks down as soon 
as society, for whatever reason, 
loses trust and faith in the revenue 
agency.”

     TAX PROFESSIONAL      7



The cornerstone of the 2019 National Budget is a strategy to 
grow the tax revenue base, including initiatives to improve 
efficiencies in revenue collection by bolstering the Illicit 
Economy Unit and investing in technology. SARS’ Illicit 
Economy Unit has already started addressing gaps, including 
seizing illicit tobacco products while the re-established Large 
Business Centre will be focusing on investigating ultra-high net 
worth individuals with assets in excess of R75 million as well as 
businesses. 

“It’s imperative that the tax authority is seen as impartial and 
that it deals with all taxpayers equally, irrespective of who they 
are,” says Retief. “No taxpayer wants to believe that somebody 
else is getting away without paying, or by paying less tax than 
what they should be paying.”

An efficient tax system, through its audit risk engine, he adds, 
should be able to identify those taxpayers who don’t pay 
sufficient tax or under declare their taxable income. “The 
whole point of an audit risk engine is that it systematically 
identifies risks and then automatically makes requests for 
more information, or highlights risks for audit. This ensures the 
most efficient utilisation of resources, and should minimise the 
burden on compliant taxpayers,” explains Retief. 

It will take time for SARS to repair its reputation, restore 
confidence in its abilities and rebuild trust. “Ironically, SARS 
is having to prove its credentials and aggressively build up 
its ability to collect revenue and illustrate that it is capable of 
fulfilling its mandate,” says Retief. 

Voluntary Tax Disclosures have been one way that SARS has 
used in an effort to get non-compliant taxpayers to honestly 
disclose their tax situation. Critically, says Ngwenya, the revenue 
authority needs to be resourced with highly competent, efficient 
and trustworthy officials and staff members, and needs to be 
depoliticised and political influence removed. 

One of the biggest challenges in South Africa, maintains Retief, 
is that, given the current limited tax base and disproportionate 
amount spent on social protection, meeting the country’s 
vision for the future, including free tertiary education and 
free healthcare, will not be sustainable. The challenge facing 
SARS will therefore be to expand the tax base, minimise tax 
avoidance and non-compliance, modernise the country’s 
tax systems and become more efficient and effective at tax 
collection. ■

“No taxpayer wants to believe 
that somebody else is getting 
away without paying, or by paying 
less tax than what they should be 
paying.”

ASSETSURE INSURANCE BENEFITS   
SAIPA AssetSure asset insurance is tailor-made 
asset insurance to cover all your business 
needs, specifically as a business owner.

CAMAF  All SAIPA members are eligible to 
become members of CAMAF (Chartered 
Accountants (SA) Medical Aid Fund), either  
as an individual or an employer group.

CASEWARE  SAIPA and CaseWare have 
partnered to transform how practices work by 
introducing the CaseWare Cloud solution.

EUROPCAR  This agreement allows SAIPA 
members in good standing to get a 10% 
discount on all car hire booked online.  
Go to wl.europcar.co.za/saipa to book.

GAP COVER  SAIPA has partnered with The 
Financial Specialists (Pty) Ltd to offer SAIPA 
members and their employees Medical Expense 
Shortfall cover at discounts of 28% – 32%.

GATS LEISURE  International tour operator, 
GATS offers SAIPA members specially 
negotiated rates, bonus discounts and  
special travel package offers.

PPS  All SAIPA members in good standing 
qualify to belong to PPS. Short-term 
Insurance: exclusive to the graduate 
professional for car, home and business.

PROFESSIONAL INDEMNITY INSURANCE  
SAIPA, in conjunction with VKN Financial 
Services (Pty) Ltd, has tailor-made a unique 
professional indemnity (PI) insurance 
exclusively for SAIPA members.

MARRIOTT  Join the Marriott Rewards 
programme to earn and redeem points,  
and enjoy exclusive member benefits at 
Protea Hotels by Marriott

SAIPA MAGAZINES  As a SAIPA member 
you will receive our magazines – the 
Professional Accountant, the Tax Professional 
and the Tax Chronicles. In addition, SAIPA’s 
TechNews and TaxNews electronic 
publications are emailed every month.

SAIPA YOUR LAW  Keep up to date with 
national laws and legislative changes which 
may have an impact on your business with 
SAIPA Your Law.

SYFT  Syft is a reporting add-on for cloud 
accounting software that automates 
management accounting for your practice.

We are pleased to announce that we have beefed up  
our member benefits package by signing agreements 
with the following partners...

TM

MEMBER 
BENEFITS

FOR MORE INFORMATION PLEASE VISIT:
www.saipa.co.za/become a member

PROFESSIONAL 
INDEMNITY 
INSURANCE

TM



INDUSTRY INSIGHTS

New legislation governing the taxing of South African citizens working abroad 
comes into effect from 1 March 2020. The new legislation will tax employee’s 
remuneration for income tax purposes in South Africa for services rendered outside 
South Africa. However, the employee’s remuneration (from a source outside RSA) will 
be exempted if it does not exceed R1,000,000 in respect of a year of assessment.

1 The article was written on Wednesday 20 March 2019.

It is understandable that South African citizens are anxious 
to know what the tax consequences are if they work abroad 
whilst observing the 183 days and 60 days consecutive physical 

absence test. The lack of clarity is a cause of much stress and 
public outcry.

The primary intention of the new legislation is to tax South African 
residents earning remuneration abroad. Hence this change in 
legislation targets countries, such as, United Arab Emirates, 
Saudi Arabia and Qatar because South African citizens working 
in these countries do not pay income tax in these host countries 
and neither do they pay tax on their employment income to 
their revenue authority in South Africa. It is a classical situation of 
double non-taxability of foreign employment income. 

But South African citizens working in Western Europe, the USA 
and other non-middle east jurisdictions (these countries also have 
tax treaties with South Africa) are not confronted with the same 
double non-taxability of their foreign employment income. These 
South Africa citizens pay income tax in the host countries, at 
income tax rates based on the host countries tax legislation. 

One of the means of escaping the new tax legislation, that is, 
when the South African citizen works in one of the middle-east 
countries and earns more than a million rand, is to demonstrate 

Mahomed Kamdar, Tax Advisor, SAIPA

SOUTH AFRICANS WORKING ABROAD:
THE CURRENT DILEMMA AND THE TAX 
IMPLICATIONS1
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INDUSTRY INSIGHTS

and prove that such South African citizen is no longer a South 
African resident for tax purposes. Non-residents are not affected 
by this changed tax legislation but the determination of residency 
of an individual is not always that simple and straightforward.

This article does not intend to exhaust the issues before us or 
even to provided much needed solutions. It aims to address 
some of the misconceptions that are in the public domain. These 
misconceptions can produce incorrect tax outcomes. 

THE CONCEPT OF ‘RESIDENT’ FOR INCOME TAX PURPOSES
Residency status: a natural person may be resident of South 
Africa for tax purposes even if that person was not physically 
present in the Republic (for example, the natural person was 
working in the UAE) during the relevant year of assessment. A 
physical presence is not always a prerequisite to being ordinarily 
resident of South Africa.

The residency status of a natural person who was absent 
from South Africa but was an ordinary resident prior to his/
her departure for another country is not easily determinable. 
Essentially, the answer revolves around the legal definition of 
what is a resident. The Income Tax Act does not define ‘ordinarily 
resident’. We are compelled to rely on court decisions in tax law 
cases. The court decides whether a person is ordinarily resident in 
the Republic or not and this decision depends on the specific facts 
that relate to each case. 

There are ample court cases which demonstrate the point 
that being physically domiciled in a host country (in this 
situation, United Arab Emirates (UAE) or Saudi Arabia) does not 
automatically terminate the status of being ‘ordinarily resident’ for 
income tax purposes in the departing country (South Africa). For 
the purposes of this article we will cite just two court cases.

In the tax case (Levene v IRC (1928 AC 217, 13 TC 486), the court 
held that the term ‘ordinary residence’ connotes residence in a 

place with some degree of continuity, discounting incidental or 
temporary periods of absence from the country. 

In another tax case (Per Schreiner in Cohen v CIR 1946 AD 174, 13 
SATC 362), the court held that a person’s ordinary residence will, 
essentially, be the country that he/she himself regards as his home 
and to which he/she would naturally and as a matter of course 
return, from his wanderings. 

These tax court cases produce outcomes where ‘domicile’ and 
‘ordinary residence’ do not converge.

One could, therefore, suggest that if a South African works in 
Saudi Arabia and is one who is unlikely to obtain Saudi Arabian 
citizenship or any other kind of permanency (because of Saudi 
domestic laws), such person would still be considered an ordinary 
residence of South Africa. The same cannot be said of a South 
African citizen who works, for example, in the UK or the US. The 
South African could qualify for possession of a Green Card and 
could be the legal owner of fixed property in the host country. 

However, section 102 of the Section 102 of the Tax Administration 
Act 28 of 20111 is relevant here. It requires an individual taxpayer 
to prove whether he/she is ‘ordinarily resident’ of South Africa. 
The new legislation applies only to individuals who are residents 
of South Africa for tax purposes.

The relationship between the definition of ‘resident’ in the RSA tax 
legislation and a tax treaty.

The reader is reminded that South Africa has double tax 
agreements with the United Arab Emirates (UAE), Saudi Arabia 
and Qatar. The South African tax legislation defines what is a 
resident but also has a provision to say that the definition of 
a resident does not include any person who is deemed to be 
exclusively a resident of another country for the purposes of the 
application a tax treaty. In other words, a person who is exclusively 

10     TAX PROFESSIONAL



“...a South African citizen must 
prove that he/she is a resident of the 
host country in order to escape the 
tax implications of the soon-to-be 
implemented tax law.”

a resident of a country other than South Africa for purposes of the 
application of a tax treaty is not a resident of the Republic under 
the Act.

Under these circumstances, a natural person who meets the 
‘ordinarily resident’ test or the physical presence test will therefore 
not be a resident of South Africa if, although having met those tests, 
that person is held to be exclusively a resident of a country other 
than South Africa for purposes of the application of a tax treaty.

Hence a South African citizen must prove that he/she is a resident 
of the host country (in this situation, the appropriate middle-east 
country) in order to escape the tax implications of the soon-to-be 
implemented tax law. The South African citizen must prove that 
he/she has a permanent home, centre of vital interest, or habitual 
abode in the host country, or is a national of the host country. 
None of these terms are defined in a tax legislation and the facts 
and circumstances of the individual must establish the residency 
of the individual. The individual must use section 102 of Tax 
administration Act. However, an interesting observation is that to 
be a national of a country, the individual must have a voting right 
in the host country. So, a South African citizen should be able to 
vote in the host country (Middle East). There are two observations 
in this regard:

1.   The individual South African citizen will have difficulty in 
demonstrating any of the above simply because if a South 
African works in a Middle Eastern country, he/she is unlikely 
to obtain citizenship (for example in Saudi Arabia) or any 
other kind of permanency (because of domestic laws in these 
countries)*, such person will still be considered an ‘ordinarily 
resident’ of South Africa. It is also given that the citizen cannot 
own property in these countries. Although a residency permit 
may be issued by these host countries, it is not the same 
as obtaining citizenship of the host country. An individual 
obtaining the right to reside in a country is not the same as 
obtaining citizenship of a country. Moreover, the residency 
permit can be withdrawn at short notice.

2.   South African residents living abroad and paying taxes in 
foreign countries are also fond of wanting to cast their votes in 
South Africa. To be a citizen of another country, that is, to be 
a national of another country, (not only a national of a Middle-
East country) could result in surrendering voting rights in South 
Africa. The fact that South African citizens living in the Middle 
East can cast their votes in South Africa, confirms that they 
are South African residents for tax purposes, as per one of the 
residency tests listed in the tax treaty.

CONCLUSION
It is given that the South African tax system is based on the 
‘residence’ system. This means that changes to the legislation 
will apply only if the individual is a resident or is deemed to be a 
resident of South Africa. If the DTA does not define an individual 
as a resident of the host country, then the default option is that 
the individual will be classified as ordinarily resident of South 
Africa. An individual cannot be stateless and therefore, must 
belong to a country. Moreover, if the individual did not formally 
inform the Reserve Bank or did not pay the exit CGT on property 

Hence SARS and the courts will consider the following factors 
to determine the residency of the individual. 

•   An intention to be ordinarily resident in the Republic – ITC 961 
(1061) 24 SATC 648

•   Most fixed and settled place of residence – (Soldier v COT 
1943 SR 130)

•   Habitual abode, i.e. present habits and mode of life – Soldier 
v COT 1943 SR 1)

•   Place of business and personal interest – Robinson v COT 917 
TPD 542, 32 SATC 41

•   Status of individual in country, i.e. immigrant, work permit 
periods and conditions, etc 

•   Location of personal belongings – Robinson v COT 917 TPD 
542, 32 SATC 41)

•   Nationality 
•   Family and social relations (schools, church, etc) – CIR v 

Kuttell, 1992 (3) SA 242 (A)
•   Political, cultural or other activities – CIR v Kuttell, 1992 (3) SA 

242 (A)
•   Application for permanent residence – CIR v Kuttell, 1992 (3) 

SA 242 (A)
•   Period abroad; purpose and nature of visits – Levene v IRC 

(1928 AC 217, 13 TC 486) 
•   Frequency of and reasons of visits – Levene v IRC (1928 AC 

217, 13 TC 486)

(not fixed property) and perhaps, did not open a non-resident 
commercial bank account in RSA – then SARS would be tempted 
to hold a view that such an individual is still ordinarily resident of 
resident of RSA.

This article does not address the issue of financial emigration. 
The community of tax specialists are not unanimous that financial 
emigration is a credible substitute for the ‘ordinarily resident’ 
concept. ■

*  SARS is aware that middle-east countries do not easily issue 
citizenship to foreigners.
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Mahomed Kamdar, Tax Advisor, SAIPA

SHOULD TAX 
PRACTITIONERS ALSO 
BE PUBLIC OFFICERS?

O ften tax practitioners believe that once the tax 
assignment is completed, then their responsibilities 
as the tax representative ceases. However, when 
the tax practitioner is called upon by SARS to 
cough up the cash to settle the taxpayer’s debt, 

there is shock and disbelief!

THE TAX ADMINISTRATION ACT AND THE PUBLIC OFFICER
The Tax Administration Act1  requires that every company that 
has an office in South Africa must appoint a public officer – also 
a resident of South Africa – within one month after the company 
begins to carry on business or acquires an office in the Republic. Of 
course, the company is expected to inform SARS of the individual 
appointed as its public officer.

The individual must be appointed by the company or by an 
authorised attorney or agent. If no appointment is made, SARS 
could appoint either the managing director, company secretary or a 
director of the company to perform the duties of a public officer. A 
public officer is appointed by a company resolution.

The question is: should the tax practitioner also perform and act as a 
public officer for its clients?

WHO IS THE TAXPAYER?

Before the central question of this brief may be answered, an 
understanding of the following is required:

•   Representative taxpayer2,

INDUSTRY INSIGHTS

Tax practitioners are often requested by taxpayers (individuals and businesses) to act as 
tax representatives. In fact, many tax practitioners accept such requests as it represents 
a lucrative stream of income.
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1 Section 246 of the Tax Administration Act of 2011. 
2 Sections 153, and 154 of the Tax Administration Act of 2011
3 Section 151 of the Tax Administration Act of 2011
4 Section 155 of the Tax Administration Act of 2011

•  Liability of a representative taxpayer, and

•  Personal liability of representative taxpayer.

A distinction must be made between a person chargeable to tax 
and a taxpayer. A person chargeable to tax is the person upon 
whom the liability for the tax is imposed and is the person who is 
personally liable for the tax. But the term ‘taxpayer’ as defined by 
the Tax Administration Act3 is a very broad term.

A taxpayer includes the following:

•  A person chargeable to tax;

•  A representative taxpayer;

•  A withholding agent;

•  A responsible third party; or

•   A person who is the subject of a request to provide assistance 
under an international tax agreement.

However, the only relevant concept for the purpose of this brief is 
the concept of a representative taxpayer.

DUTIES AND FUNCTIONS OF A PUBLIC OFFICER
The public officer is responsible for all matters relating to a tax 
act. The public officer is the face of the entity – essentially a 
representative of the entity in all aspects including tax. In other 
words, the public officer has full representative authority and 
accountability for the entity.

Generally, the office of the public officer is the place for delivery 
of SARS notices. Alternatively, the company must appoint a place 
for service or delivery of notices and any other documents. A 
document will be regarded as properly delivered if handed to
the public officer. The public officer is the main correspondent 
between SARS and the taxpayer, to such an extent that SARS never 
communicates directly with the taxpayer.

SARS deems the public officer as a taxpayer. Therefore, all actions 
taken by the public officer with respect to tax matters is regarded 
as having been taken directly by the taxpayer. Consequently, any 
allegation by a company (the taxpayer) that a particular action by a 
public officer is unauthorised will no longer have any merit. It is the 
responsibility of the public officer to pay the tax from the client’s 
bank account. Based on the duties and functions of a public officer, 
the public officer is also the representative taxpayer of a company 
or a close corporation. This is the gist of this article and herein 
located the solution to our primary concern.

SHOULD TAX PRACTITIONERS BE PUBLIC OFFICERS AS WELL 
FOR THEIR CLIENTS?
The representative taxpayer, which includes a public officer, is a 
person who is responsible for paying tax on behalf of the taxpayer. 
Moreover, a representative taxpayer may be held liable for the tax 
liability of the taxpayer in a personal capacity. If the taxpayer cannot 
settle the liability, the public officer will be held responsible for the 
tax debt.

The Tax Administrative Act is explicit that a public officer, although 
in a representative capacity, is personally liable for the tax payable 
while it remains unpaid. If the tax liability remains unpaid, and the 
public officer (a representative taxpayer) alienates or disposes of 

amounts from which the tax could legally have been paid to SARS 
but instead the funds were used to pay another person on behalf 
of the taxpayer, then SARS may institute civil claims against the 
public officer. Therefore, why should a tax practitioner also perform 
the duties of a public officer for its clients? Legislatively, a tax 
practitioner could be personally and legally liable for a tax debt of 
a client and this liability depends on the facts and circumstances of 
the client (a company, in this situation).

An auxiliary question is: when does a tax practitioner automatically 
become a representative taxpayer?  If the place of delivery of SARS 
notices and communication is the address of the tax practitioner, 
then the tax practitioner is the representative taxpayer for the 
client. The representative taxpayer tax liability is limited only to the 
amount of money of the principal under his/her control (the tax 
practitioner/representative taxpayer). However, the outstanding 
tax debt could become a personal liability of the representative 
taxpayer (the tax practitioner) if money under his/her control were 
alienated at a time when the tax liability was due and could have 
been paid of those funds. 

Secondly, does the keeping of a taxpayer’s electronic profile in 
the records of the tax practitioner automatically renders a tax 
practitioner a representative taxpayer? The maintaining of the 
client’s profile in the tax practitioner records is to facilitate the 
submission of a tax return. The correspondence address must 
still be that of the client (or a public officer other than the tax 
practitioner) in order to avoid the tax practitioner from being 
classified representative taxpayer. 

A tax practitioner must consider the risks associated with a client 
before agreeing to act as its public officer. When a client is declared 
insolvent, a liquidator may undertake the functions and duties of a 
public officer, but the public officer is still liable for the unpaid tax 
debts. 

THE WAY FORWARD
The tax practitioner, therefore, should efficiently manage the tax 
affairs of a client but should not act in a representative capacity for 
the client as the public officer. Therefore, a tax practitioner should 
perform its duties ‘for and on behalf of a client’ but should not 
perform its duties in a representative capacity. The engagement 
letter concluded between tax practitioner and client (the taxpayer) 
should be mindful of these nuances. ■

“A tax practitioner must consider the 
risks associated with a client before 
agreeing to act as its public officer.”
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In this article is we seek to understand the concept of the VCC and examine 
the capital gains tax treatment on the disposal of shares issued by the VCC.

VENTURE CAPITAL COMPANY 
– The implications for capital gains 
tax and Small Business Corporations

Mahomed Kamdar, Tax Advisor, SAIPA
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T he Venture Capital Company (VCC) is established 
through the culmination of investors with the specific 
objective of financing independent small businesses 
(known as qualifying companies). Investors can claim 
a tax deduction if he/she invest in a VCC approved by 

SARS, provided that the taxpayer can produce the share certificate 
issued by the VCC1. 

DEDUCTIONS AVAILABLE TO INVESTORS 
The VCC is recognise as a taxpayer, therefore the standard rule 
for corporate income tax will apply. The dividends declared by the 
SMEs to a VCC are subject to the dividend tax exemptions since 
the dividends is between companies, the dividend declared is 
exempt from dividends holding tax. 

Investors (whether residents, non-residence, individuals or 
companies) in the VCC are permitted to claim a deduction for the 
full expenditure actually incurred in acquiring any venture capital 
share issued. The deduction against the income of the taxpayer 
is allowed even though the investment is of a capital nature. No 
deduction will be allowed in respect of shares acquired after  
30 June 2021. 

Furthermore, the taxpayer is reminded that only costs, such as 
transaction costs directly connected with the acquisition of the 
venture capital shares are deductible. This implies that banking 
costs and those related to obtaining of a loan (financing costs) 
are indirect and not allowable as a deduction. A deduction is not 
available for venture capital shares purchased from a third party.
An illustrative example is required to further clarify what cost 
incurred by the taxpayer is deductible.

ILLUSTRATIVE EXAMPLE 1 

Background information and facts
•  Transaction cost paid: R3,000
•  Taxpayer incurs financing costs of R5,000 
•  The loan amount is R100,000
•  100 venture capital shares were acquired
•  The cost of each share is R1,000 per share

Question: What is the amount deductible against the taxable 
income of the investor (taxpayer)?
Answer: The taxpayer is only permitted to deduct R103, 000 
(R100,000 plus R3,000) of the acquisition cost against its 
taxable income. The R5,000 financing cost is not a tax-
deductible item. 

THE LIMITATION OF THIS ARTICLE
The CGT issues that arises on the disposal of shares held in a VCC 
depends on how soon after the investment in the VCC the shares 
are sold. The taxpayer must hold the shares for a period of 
five years in order to realise the full extent of the tax benefit 
offered when investing in a VCC. 

This article explores the following CGT implications:
-  If the taxpayers sell the shares issued by a VCC and held the 

shares for a period of less than five years, and 
-  If the taxpayers sell the shares issued by a VCC and holds the 

shares for a period of more than five years.

This article will also explore whether a company that holds VCC 
shares still qualifies for the tax relief under the Small Business 
Corporations (SBC). 

1.  The CGT implications if the taxpayer sells the shares 
issued by a VCC – shares held for a period of less than 
five years

The relevant sections2 of the Income tax Act is explicit, that if 
the disposal of the VCC share held by the taxpayer for a period 
less than five years, there will be a recoupment of the deduction 
allowed and that the recoupment must be included in the gross 
income of the taxpayer. This inclusion in gross income increases 
the tax liability of the taxpayer simply because the VCC shares 
were not held by the taxpayer for a period of less than five years. 

Any amount allowed as a deduction under VCC tax system in the 
tax-year when the shares were originally purchased is recouped 
and included in the gross income of the taxpayer when the VCC in 
the tax-year upon the disposal of shares held in an approved VCC 
for a period of five years or less. At this juncture, an illustrative 
example is required.

ILLUSTRATIVE EXAMPLE 2

•   Company A, which has a financial year ending on the last 
day of February, acquired shares in an approved VCC on  
1 March 2016 for R400,000. 

•   On 30 September 2019 Company A sold the shares for 
R900,000. 

•   The shares were held by Company A for less than five years.

Question: What is the capital gain tax and income tax 
implication of the pre-mature sale of the VCC shares by 
Company A?
Answer: Tax-year ending February 2017 (the year in which 
the VCC share was acquired)
Company qualifies for a deduction –  
the cost of the shares (R400,000)
Tax-year ending February 2020 (the year in  
which the VCC was disposed of)
Gross Income 
Recoupment R400,000 
(this amount was allowed as a deduction in the 2017 tax-year) 

“The dividends declared by the
SMEs to a VCC are subject to 
the dividend tax exemptions 
since the dividends is between 
companies, the dividend 
declared is exempt from 
dividends holding tax.”
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Amount received R900,000

Less: Amount recouped (R400,000)

Proceeds R500,000

Less: Base cost Nil

(deduction allowed in February 2017 Tax-year)

Therefore, capital gain R500,000

Taxable capital gain (80% X R500,000) R400,000

Tax liability for Company A in February 2020 
= R400,000 (recoupment) + R400,000 
(capital gains)
= R800,000 x 28%
R224,000

2.  The CGT implications if the taxpayer sells the shares 
issued by a VCC – shares held for a period of more than 
five years

The relevant sections3 of the Income tax Act is explicit, that if the 
disposal of the VCC share held by the taxpayer for a period longer 
than fives years, there will not be a recoupment of the deduction 
previously allowed. The taxpayer has already received an upfront 
deduction for the expenditure in the tax-year when the VCC 
shares were acquired. Hence, the base cost4 of the VCC shares will 
be zero for CGT purposes. An illustrative example is required is 
required.

ILLUSTRATIVE EXAMPLE 3: 
The background and fact are the same as illustrative example 2 
above. However, the VCC share was sold in 2024 – about seven 
years after the it was originally purchased.
Tax-year ending February 2017 (the year in which the VCC 
share was acquired)

Company qualifies for a deduction of R400,000. 
(R400,000)
(Because of s12J (2)

Tax-year ending February 2024 (the year in which the VCC was 
disposed of)

Gross Income 
Recoupment  
Rnil
(This amount was allowed as a deduction in the 2017 tax-year 
and s12J (4) (9) denies a recoupment) 

Amount received R900,000

Less: amount recouped (Rnil)

Proceeds R900,000

Less: base cost5 Nil

(deduction allowed in February 2017 Tax-year) 
and s12J(4) (9) denies a recoupment

Therefore, capital gain R900,000
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Taxable capital gain (80% X R900,000) R720,000

Tax liability for Company A in February 2020 

= Rnil (recoupment) + R720,000 (capital gains)

= R720 000 x 28%

R201,600

CONCLUSION
If the taxpayer held the shares longer than 5 years, then the 
taxpayer (if a company), would have paid less tax - amount 
saved equals R22,400 (when the VCC share was disposed of 
after five years). The tax not paid to the receiver (over the life of 
the VCC shares held by the taxpayer) and saved by the taxpayer 
is R112,000 (R400,000 x 28%) plus R22,400 = R134,400.This 
conclusion is based on a hypothetical example. 

3. The VCC regime and SBC implications 

The big question is whether a company holding shares in a VCC 
is still eligible for tax relief under the tax system of Small Business 
Corporations (SBCs). The relevant section6 of the Income Tax Act 
is explicit that a company will still be eligible for SBC tax relief 
although it has shares in a VCC. Of course, the company also 
meet all the following requirements as well, in order to qualify for 
the SBC status.

1)  The taxpayer must be a company as defined in the 
Companies Act,

2) All shareholders of the company must be natural person,
3)  The gross income7 as defined by the ITA, for the year of 

assessment must not exceed R20 million,

 i)  What happens to the R20m threshold if the financial year 
is less than 12-months? There will be an apportionment of 
the R20m threshold based on the number of months in the 
financial year.

 ii)  What happens to the R20m threshold if the financial year is 
more than 12-months? The R20m thresholds remains intact 
– there will not be an increase in the threshold amount 
although the number of months in a financial year has 
increased.

4)  Investment income and income from a personal service do 
not exceed 20% X (revenue receipts and accruals plus capital 
gains), and 

5)  The company must not be a PSP as defined in the Fourth 
Schedule of the ITA.  However, if the company 

 i)  Hires three or more persons in the core function of the 
business,

 ii)  That are not connected to a shareholder, or member of a 
CC, and 

 iii)  Hires the employees for the full duration of a tax year, then 
the PSP could escape this hurdle. ■

1  A list of SARS approved VCC is available at this link: www.sars.gov.za/AllDocs/
Documents/Venture%20Capital%20Companies/20190207%20LIST%20OF%20
APPROVED%20VENTURE%20CAPITAL%20COMPANIES.pdf

2 Section 12J(2) and section 8(4) (a) of the Income Tax Act.
3 Section 12I(2) and section 12J(9) of the Income Tax Act. 
4 Para 20(3)(a) of the Eight Schedule of the ITA 
5 Para 20(3)(a) of the Eight Schedule of the ITA
6  Section 12E (4)(a) (ii)(gg)
7   The reference is ‘gross income’ and not to sales or taxable income. 

Tax practitioners, in practice, use the term ‘sales’ or ‘taxable income’ 
interchangeably with ‘gross income’ – this is not correct!  
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The recognition of finance leases for accounting purposes for financial reporting whereby 
the asset and the corresponding finance liability creditor are recognised in the accounting 
records. Furthermore, the statement of financial position also includes depreciation on 
the leased asset and finance costs on the lease creditor. The accounting and financial 
reporting recognition often causes confusion when treating finance leases for income and 
VAT purposes.

INCOME TAX AND VAT 
CONSEQUENCES OF 
FINANCE LEASES
Azmatullah Latief, Ishmail Mohamed & Mahomed Kamdar 

F rom an income tax perspective all leases, whether 
finance or operating lease, are regarded as operating 
leases – the lease payments excluding the input 
tax is claimed as a deduction by a business, with 
exceptions such as denied supplies for motor vehicles. 

This implies that the expenses recognised for financial reporting 
purposes are not considered as deductions for income tax 
purpose; but they do have deferred tax implications.

From a VAT perspective the input tax for a finance lease can be 
claimed at the date the lease agreement is finalised or the goods 
are delivered – earlier of the cash paid or invoice issued (lease 

agreement serves as an invoice to claim the input tax). However, 
when determining the input tax that should be deducted when 
calculating the lease payment deduction for income tax purposes 
it cannot be based on the lease payment as it consists of a finance 
cost which is classified as an exempt supply. In terms of section 
23C of the Income Tax Act the lease payments must only be 
reduced to the extent that VAT can be claimed in terms of the Act 
– claimed for taxable supplies. Often the lease payment is treated 
as a deduction by adjusting the amount by the ratio of the VAT 
rate. The following illustrate the error made in determining the 
lease payment deducted for income tax purposes:
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1  The reducing balance method is used to calculate the deemed recoupment of R102 400.
2  R102 400 x20% x 2 years for the calculation of wear and tear 11(e) allowance.
3  The reducing balance method is used to calculate the deemed recoupment of R160 000.
4  R160 000 x 20% x one year – 11 (e) wear and tear allowance. The taxpayer is deemed to have paid 

R160 000 for the asset.

Cost of asset 250,000 

Add: Input tax @ 15% 37,500 

Cash price 287,500 

Add: Finance cost @ 10% 115,000 

Total minimum lease payments 402,500 

Annual lease payment (lease period is four year) 100,625 

Incorrect Correct

Annual lease payment   100,625 100,625 

Less: Input tax

[100,625 x 15/115] 13,125

[37,500/4]        9,375 

Income tax deduction    87,500       91,250 

When ownership of the asset is transferred to the lessee on 
termination of the finance lease agreement, there is a recoupment 
provision that must be taken into considered for income tax 
purposes. In terms of section 8(5)(bA) stipulates that the cost 
of the asset (cash price or present value of the minimum lease 
payments whichever is the lower) shall be reduced by 20% per 
annum on the reducing balance method in order to calculate the 
recoupment amount. The deemed recoupment represents the tax 
base of the asset on which wear and tear can be claimed if the 
asset is continued to be used in the production income.

Cost price (exclusive of VAT)   250,000 

Reduction - s8(5)(bA)   147,600 

Deemed recoupment - tax base (cost of asset)1   102,400 

Annual wear & tear deduction - assume 20% 
on cost

   20,480 

If the asset was acquired by the lessee or a third party at a price 
less than the market value of the asset, then the recoupment 
will be represented by the difference between the two amounts 
(section 8(5)(a) read with section 8(5)(b)) – the input tax paid must 
be excluded from the recoupment. The recoupment is limited to 
the total lease payments allowed as a deduction to the lessee. 

If the lessee acquired the asset on termination of the lease 
agreement without paying any further consideration and continue 
to use the asset for a further two years after which it was sold to a 
third party for an amount of R145,000 (inclusive of VAT). However, 
if the asset is acquired by the lessee either with or without any 
further consideration and is then sold to a third party, output VAT 
should be charged on the selling price charged.

Deemed recoupment on termination – cost   102,400 

Wear & tear deduction - 2 years @ 20% on cost2    40,960 

Tax value    61,440 
Proceeds excluding VAT [145,000/1,15]   126,087 

Profit on disposal    64,647 

Recoupment of wear & tear deduction    40,960 

Capital gain    23,687 

If the asset is sold to a third party by the lessee on behalf of the 
lessor, the lessee must charge output tax on the selling price. 
However, the total amount received by the lessee must be 
transferred to the lessor – lessor is liable for the output tax. If the 
lessee (now a former lessee) receives a refund out of the proceeds 
on disposal of the asset to the third party as an abatement of 
lease rentals paid in the past, then the refund will be subjected 
to VAT (reversal of input tax claimed) as well as being treated as 
gross income (recoupment of deduction previously claimed) for 
the former lessee.  

If the lease is terminated early, then the deemed recoupment 
must be reduced by the settlement cost paid. The settlement 
amount paid (excluding VAT) can be treated as a deduction 
in terms of section 11(a) – early payment of lease payments 
is of a revenue nature even though ownership of the asset is 
transferred to the lessee. However, the deemed recoupment is still 
recognized as the tax base of the asset.

Cost price (exclusive of VAT) 250,000

Reduction - s8(5)(bA) for 2 years 90,000

Deemed recoupment3 160,000

Settlement price excluding VAT - after 2 years 110,000

Recoupment - included in taxable income 50,000

Tax base - cost of asset 160,000

Annual wear & tear - assume 20% on cost4 32,000

The recoupment is represented by the net amount (deemed 
recoupment less the terminated consideration), but the tax base 
of the asset is represented by the deemed recoupment amount.

If the lessee extends the lease agreement upon termination, then 
the deemed recoupment provision can only be prevented if the 
future lease payments are not less than 10% per annum of the 
“deemed value” of the asset on termination.

In conclusion, it is important to be diligent when accounting for 
finances leases as the income tax and VAT consequences are 
often overlooked as the principles of financial accounting tends to 
dominate practices. Furthermore, there is a misconception when 
determining the deduction for finance leases, as the input tax is 
based on the total lease payments, resulting is reduced reduction 
against taxable income available to the taxpayer. ■

References:
ITA – s23C, s8(5)(a), s8(5)(b), s8(5)(aA) and s8(5)(aB)
VAT Act – s7(1), 9(3)(c), s16 93(a)(i), s17(2)(C) and s54(1)

“...the input tax for a finance lease 
can be claimed at the date the 
lease agreement is finalised or the 
goods are delivered...”
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The VAT implication 
of vouchers
Mahomed Kamdar, Tax Advisor, SAIPA

TAX TECHNICAL

There is a trend for people to give their friends and family members 
vouchers rather than presents. This creates VAT issues both for the issuer 
and holders of vouchers.

S AIPA receives numerous queries on the VAT 
implications of vouchers and eBucks. In our previous 
edition of Tax Professional, we dealt extensively with 
the VAT implications of eBucks. Today we focus on 
the VAT implications of vouchers.

There are two types of vouchers. These are as follows:
-  The first type allows the bearer to specific monetary value, 

and 
-  The second type entitles the bearer to receive a specific good 

or service specified on the voucher.

Each of the above type of voucher is discussed separately.

1.  VOUCHER ALLOWS THE BEARER TO SPECIFIC 
MONETARY VALUE

When a voucher is purchased as a gift it entitles the bearer to 
receive goods or services for a specific value stated on the face 
of the voucher. In other words, the issuing of vouchers represents 

the conversion of cash into another form of money, similar to a 
cheque. The issuing of the vouchers is a cash transaction and 
the exchange of currency is a financial service which is exempt 
from VAT; hence the issuing of vouchers does not attract VAT. It 
is given that only cash has been exchanged and a voucher was 
issued. 

There must be a transfer of good or a service rendered, amongst 
other requirements, for VAT to be triggered. The exchange of 
cash is not a ‘good’ as defined in the VAT Act. A supply for VAT 
purposes has not occurred. Hence, the issuing of a gift voucher 
for a specified rand amount does not trigger VAT. 

However, when the gift voucher is exchanged or redeemed 
for a ‘good’ or a ‘service’, then VAT is triggered. The voucher 
constitute payment and in VAT terms represent ‘a consideration’. 
The VAT incidence is deferred to when the voucher is redeemed. 
The VAT voucher places a future obligation on the issuer, but the 
VAT is triggered by the actual transaction.
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However, it is crucial to pose a follow-up interesting question. 
What is the VAT consequence when a voucher is issued with or 
without an expiry date? 

When a voucher is issued by a vendor, a liability is created for the 
future delivery of good or service. If the voucher expires when on 
expiry date no transaction has occurred, even though the cash 
received is not refunded, the right to use the cash by the holder 
of the vouchers for the purchase of goods or services lapses 
and the voucher carries no further monetary value. The expired 
voucher will no longer be a liability for the issuer of the voucher. 
Although there will not be a VAT consequence, there could be an 
income tax consequence. However, the taxpayer could argue that 
the amount is of a capital nature. This argument is a weak point 
because the vendor/taxpayer still has use and control of the cash 
amount received for the expired voucher.

However, if the voucher never expires (it is noted that some 
bookstores issue gift vouchers that never expire), then it remains 
in the books of the company as a liability until it is eventually 
redeemed.

2.  VOUCHERS THAT ENTITLE THE BEARER TO RECEIVE 
A SPECIFIC GOOD OR SERVICE SPECIFIED ON THE 
VOUCHER

In this context the issuer of vouchers allows the bearer of vouchers 
to receive a specific good or service. An example of such vouchers 
are hotels and hotel chains, the coupons and vouchers are 
often used to permit guests to stay at various hotels at different 
locations for a predetermined number of days.

Within this category of vouchers there are two types of vouchers: 
• Vouchers issued and redeemed by the same supplier
•  Discount vouchers issued and redeemed by a different 

supplier

2.1  Vouchers issued and redeemed by the same supplier
Hotels are a prime example in this category of issuing vouchers 
to encourage and promote the sale of their own products and 
goods. When a guest stays at a hotel the guest pays the normal 
rates for the use of the hotel facilities. When checking out from 
the hotel, the guest receives vouchers entitling him/her to stay 
at a hotel belonging to the same group of hotel companies. The 
voucher entitles the holder to stay at a hotel for a X number of 
days at no cost or at a reduced rate. Under these circumstances 
the vouchers are honoured by the same supplier.

This raises two questions:
i)  What is the VAT consequence when vouchers are issued at no 

cost to the customer?
ii)  What is the VAT consequence when vouchers are issued at 

reduced rate to the customer?  

THE VAT CONSEQUENCE WHEN VOUCHERS ARE ISSUED AT 
NO COST TO THE CUSTOMER
Essentially, there are no VAT consequences when a voucher is 
redeemed when a guest visits another hotel using the voucher. 
The voucher, in a sense, has already been paid for as a result of 
the initial transaction giving rise to the issuing of the voucher. 
A voucher, under these circumstances, is in a sense, a form of 

‘advanced payment’. VAT was calculated on the consideration for 
the transaction which included the value of the voucher. When 
the voucher is redeemed a transaction is concluded without 
a consideration being paid. No VAT can be charged as it was 
charged on the initial transaction.

THE VAT CONSEQUENCE WHEN THE VOUCHERS ARE ISSUED 
AT REDUCED RATE TO THE CUSTOMER
The voucher entitles the bearer to acquire good or services at a 
reduce price similar to a rebate. This can best be explained by an 
illustrative example.

A guest stays at a hotel and pays the normal rates for the use 
of the hotel facilities. When checking out, the guest receives 
vouchers entitling him/her to stay at a hotel belonging to the 
same group of hotel companies. The voucher entitles the holder 
to stay at a hotel for R1,000 per night but the normal rate per 
evening is R1,500. When the guest redeems the voucher at a 
future visit, the hotel will have to declare output tax on R1,000 
and not R1,500. 

The output tax to be declared is R1,000 X 15/115 =R 130.44.

VAT is calculated on the consideration received or receivable 
(which is R1,000 per night). The value of service (which is R1,500 
per night) has no impact on the consideration of the transaction.

2.2 Discount vouchers issued and redeemed by a different 
supplier
This category of vouchers can best be explained by an illustrative 
example. 

A producer of tea bags would like to increase its sale of tea 
bags by offering a discount voucher of R10 for each box of tea 
bags (100 in a box) sold. So, when a box of tea bag is sold, the 
customer receives a R10 discount voucher which can be used on 
the next purchase. 

The retail price before the discount for the box of tea bags was 
R120. The consideration for the supply will be R110 cash (R120 
less R10) plus the discount voucher. 

So, when the customer purchases the next box of tea bags, 
the retailer must account for VAT on the full R120 including the 
VAT. The retailer recovers the voucher value from the producer/
manufacturer.

The moment the producer of tea bags issues a voucher, a liability 
is created in the books of the producer. When the retailer submits 
the voucher to the manufacturer for redemption there will be 
no VAT implication because only cash was exchanged for the 
voucher. However, the manufacturer can claim a tax-deductible 
expense for the R10 voucher.  ■

“When a voucher is issued by a 
vendor, a liability is created for 
the future delivery of good or 
service.”
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VAT1: When goods or 
services have components 
with differing VAT rates
Mahomed Kamdar, Tax Advisor, SAIPA

TAX TECHNICAL

Often a single supply of goods or services can trigger differing VAT 
rates; a component may be recognised for its standard rate and another 
component is recognised for it’s zero-rate.
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1  Based on VAT Court Case (Case No: VAT 1558): Tax Court, held in Cape Town, Date of judgement 5 
December 2018

2 Based on VAT Court Case (Case No: VAT 1558):

T his is probably one of the most enlightening and 
insightful VAT cases in the last two or three years. The 
court case2 refers to a single supply of goods and/or 
services, if separate consideration had been payable 
and therefore recognised as separate supplies, and thus 

could have been charged partly at the standard rate and zero rate. 

In a nutshell, the taxpayer (an RSA vendor) manufactures and 
distributes goods (beverages) under a franchise agreement. The 
franchisor – a foreign entity – owns the trademarks and intellectual 
property, but the agreement grants the taxpayer exclusive rights to 
manufacture and distribute beverages under the franchise brand. 
The franchisor invests in the advertising and promotion of the 
brands to build and maintain brand recognition and footprint in 
the South Africa market. The foreign franchisor requires the local 
franchisee to execute the advertising and promotional activities 
in South Africa which is not incorporated as part of the franchise 
agreement. This activity is not part of the original franchise 
agreement. However, the crux of the matter is complicated by the 
manner the advertising and promotion activities are carried out 
and the invoicing of the services.

THE TAXPAYER’S TASKS
The South African franchisee (the taxpayer, in this situation) does 
the following:

•  The taxpayer (a vendor), manufactures and distributes alcoholic 
beverages in South Africa under a variety of brands such 
as Bells, J&B, Johnnie Walker, Captain Morgan, Tanqueray, 
Gilbey’s and Smirnoff, not as the owner of the brands, but in 
terms of an exclusive rights distribution agreement entered 
into with foreign offshore entities (the ‘brand owners’). In 
doing so the taxpayer uses the brand owners’ trademarks 
and intellectual property. The brand owners invest in the 
advertising and promotion (‘A&P’) of the brands to build and 
maintain brand recognition and perception, with the aim of 
generating sales and sustainable long-term cash flow by way 
of enhanced brand equity. 

•  The taxpayer provided a single supply of beverages to local 
customers but also rendered an advertising and promotion 
services on behalf of the foreign franchisor within the borders 
of South Africa. In other words, these advertising and 
promotional services were consumed in South Africa and 
therefore, cannot be treated as export services. The amount 
charged to the customer (purchaser of the beverages) is 
not with reference to the tax invoice between the services 
rendered to the foreign franchisor and the good consumed. 
This crucial fact must be borne through the court case. 

•  The taxpayer outsourced its sales, marketing and distribution 
operations to a local company. The taxpayer pays the local 
company for its services.

•  The taxpayer provided a single supply of advertising and 
promotional service to the foreign brand owners. As a result, 
the taxpayer invoiced the foreign brand owners for a fee, 
that was based on the payment it made to local company 
to which it has outsourced its advertising and promotional 
activities task.

THE VAT RESPONSE OF THE TAXPAYER
In determining its VAT liability, the taxpayer argued that it provided 
a single supply of beverages to its local consumer, but each 
component of the supply is separately identified into a standard 
rated supply (the sale of the beverage) and a zero-rated supply (the 
supply of advertising and promotional services).

The taxpayer utilised section 8 (15) of the VAT Act to determine its 
VAT liability over three years.

It is given that the taxpayer’s costs advertising and promotional 
costs, including expenditure incurred in relation to goods which 
take the form of promotional products distributed locally such 
as gifts, competitions, display materials, personality promotions, 
promotional items such as lanyards and t-shirts, product tastings 
and local product giveaways. 

The supply of advertising and promotional goods was deemed to 
be a separate supply of goods, and therefore qualify in terms of  
s 11(2)(l) to be zero-rated and hence taxpayer deemed in terms of  
s 8(15) a separate and identifiable zero-rated supply. 

THE RESPONSE OF THE COURT 
The court argued that the supply of beverages was not exported 
but consumed in South Africa. It was inappropriate for the taxpayer 
to apply section 8(15) of the VAT Act.

The manner of determining the consideration for the advertising 
and promotional services was estimated based on the value of the 
goods sold. For goods or services to be recognised as separate 
supplies, the consideration must be measured independently 
– to be separately identifiable the goods or services must be 
sold independently with independent consideration. Therefore, 
by basing the consideration for the advertising and promotion 
services on the consideration on the sale of goods implies that the 
services cannot be recognised as separately identifiable supply. 

In addition to the view of the court, the sale of goods and the 
rendering of advertising and promotional services could not 
be separately identifiable and thus regarded as a single supply, 
cognisance must also be taken of the fact that the advertising and 
promotional component was consumed in South Africa, thereby 
rendering it a standard-rated taxable supply. The fact that part of 
the advertising and promotional expenses was paid by the foreign 
franchisor does not imply that an export service was rendered by 
the taxpayer. ■

“...the crux of the matter is 
complicated by the manner 
the advertising and promotion 
activities are carried out…”
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TAX TECHNICAL

CRYPTOCURRENCY: 
THE	TAX,	ECONOMIC	AND	
FINANCIAL IMPLICATIONS 
Mahomed Kamdar, Tax Advisor, SAIPA

A review of the document on Crypto Assets Regulatory Working Group. 

I n 2016 the Intergovernmental FinTech Working Group 
(IFWG) was established, comprising members from National 
Treasury, the South African Reserve Bank (SARB), Financial 
Services Conduct Authority (FSCA) and the Financial 
Intelligence Centre (FIC). The IFWG released a detailed 

report on crypto currency (it prefers the term crypto assets which 
will be discussed later) in January 2019 and is available in the 
National Treasury Website. This article should be viewed as an 
executive summary of the report and readers will be informed if 
any statement, contained herein, are the views of the author or 
any other entity.

BACKGROUND INFORMATION – CRYPTOCURRENCY 
LEGISLATION 
SARS has previously issued a statement that it will treat 
cryptocurrency as an intangible asset for tax purposes. The 

treatment of cryptocurrency for income tax purposes also 
depends on how it is used by the holders in a business 
transaction. Subsequently, the VAT Act1 was amended to treat 
the issue, acquisition, collection, buying or selling or transfer of 
ownership of any cryptocurrency as financial service and therefore 
exempt from the VAT scope. This change came into effect from 
1 April 2019.

In addition, even though cryptocurrency has the characteristic 
of money, it is excluded from the definition of money for VAT 
purposes. 

Money, as defined in the VAT Act as follows: “Coins (not Kruger 
Rands) and paper currency issued by the SARB, coins and paper 
currency of any other country, any bill of exchange, promissory 
note, bank draft, postal order or money order.”
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“Therefore, all activities related to 
the acquisition, trading or use of 
cryptocurrency are done at the end 
users’ sole and independent risk, with 
no recourse to the SARB.”

Key observations
Members of the public are warned about the risks associated 
with the use of cryptocurrency. Some of the risks are as follows:

i)  No specific legislation or regulation exists for the use 
of cryptocurrency and it is considered an unregulated 
instrument of settlement in financial markets. Therefore, 
no legal protection or recourse is offered to users of, or 
investors in, cryptocurrency.

ii)  The risk of using cryptocurrency for the purpose of money 
laundering and the financing of terrorism. The reader must 
be mindful of the fact that this risk is no different if any other 
financial instruments are used for similar purposes.

It is given that the financial markets, especially the currency 
markets are regulated by the reserve banks of their countries. 
The report is explicit that the SARB does not oversee, 
supervise or regulate the cryptocurrency landscape, systems or 
intermediaries. Therefore, all activities related to the acquisition, 
trading or use of cryptocurrency are done at the end users’ 
sole and independent risk, with no recourse to the SARB. 
SARB, however, will continue monitoring the cryptocurrency 
environment. Given that the fact that cryptocurrency is not legal 
tender, the report refers to it as a crypto asset. It argues that 
to refer to bitcoins – a popular cryptocurrency, as a currency 
is a misnomer, since government has not recognised it as a 
legal tender and therefore, any reference to cryptocurrency is 
a misrepresentation of its status as a currency. From this point 
onwards mentioned will made of crypto assets only.

The report focuses exclusively on non-government or non-
central-bank-issued crypto assets and not on central bank digital 
currencies, including central bank crypto currencies. The term 
‘central bank digital currency’ refers to a central bank liability, such 
as cash or central bank deposits, issued in digital or electronic 
form, denominated in a sovereign currency and backed by the 
central bank’s assets.  In contrast, a ‘central bank crypto currency’ 
specifically refers to the use of cryptography and distributed 
ledger technology in the underlying application2.

It is given that cryptocurrency challenges any government’s 
historical exclusive right to issue money and control the money 
supply. An increase in the usage of crypto assets could impact 
on inflation and effect monetary transmission policy. It is given 
that should the demand for crypto assets increase significantly, 
demand for fiat currency would decrease simultaneously. The 
outcome of this development would lead to the creation of a 
parallel – and ultimately fragmented – monetary system. It is 
further noted that at this juncture, the size and volume of trading 
with crypto assets internationally is still miniscule when compared 
with transactions using fiat currencies. Hence, presently crypto 
assets are not a threat the existing legal tenders (fiat currency).

Internationally and locally the financial system and its participants 
operate in a highly regulated environment which ensures a 
secured and safe financial system. With an ever-increasing 
interest in crypto assets activities, it is estimated that there are 
more than 2,000 different crypto coins and tokens in circulation, 
increasing the incidence of new schemes. This makes it difficult to 
determine the exact size of the crypto assets market. In a sense, 

the vast number of crypto assets create an anarchic situation in 
the currency market (the view of the author) with as many as 2,000 
different crypto assets although it performs a similar function in 
the financial sector when compared with fiat currency, it remains 
unregulated.  

CONCLUSION
It is noted as many as eleven3 countries have banned the usage 
of crypto assets; some of these countries have imposed qualified 
restrictions, such as blocking efforts to install bitcoins ATM in their 
countries and/or prohibiting banks from supporting activities in 
relations to crypto assets. 

However, it is noteworthy, that South Africa does not currently 
intend to ban the buying, selling or holding of crypto assets, or to 
ban crypto assets for payments. However, because crypto assets 
are not recognised as a currency, it unapologetically campaigns 
to remind citizens that crypto assets operate in an unregulated 
environment. 

The decision not to ban the use of crypto assets is based on the 
existing landscape and current levels of adoption, acceptance 
and use. South African authorities, therefore, reserve the right to 
amend their policy stance should crypto assets pose a material 
risk to their respective regulatory mandates. ■

THE WAY FORWARD
Instead the authorities in South Africa have opted to regulate 
the crypto assets environment and have adopted the following 
principles  for regulating crypto assets:

1)  The regulatory framework should also be based on the 
specific activity or function performed, rather than the 
specific entity or the type of technology used. 

2)  Uniform regulatory approach.
3)  It is recommended that crypto assets remain without legal 

tender status and are not recognised as electronic money 
either.

4)  It is proposed that an appropriate regulatory framework is 
developed through three phases: 

  Phase 1 – Registration process for crypto asset service 
providers. 

  Phase 2 – Review of existing regulatory frameworks followed 
by new regulatory requirements or amendments to existing 
regulations. 

  Phase 3 – Assessment of regulatory actions implemented. 

1   Section 2 (1)(o) and Section 12 (a) of the VAT Act.
2   Consultation paper: policy proposal for crypto assets: Intergovernmental 

FinTech Working Group (IFWG) Jan 2019 – page 7
3  Ibid page 21
4  Ibid page 25
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INVESTMENT TAX

NOT ALL DIVIDENDS ARE 
ORDINARY
Michael Reifarth, Executive: Tax, ENSafrica

Company shareholders are often given the option to receive payment of a cash 
dividend, or in lieu thereof to receive capitalisation shares from the underlying 
company or to partake in a dividend reinvestment plan. There are tax consequences 
for each of these distributions.

I n the listed sector, shareholders may be presented with various 
elections to be made as regards the nature of distributions 
made by companies in which equity investments are held. 

Shareholders can therefore be faced with an election to receive 

payment of a cash dividend, or in lieu thereof, to receive 

capitalisation shares from the underlying company or to partake in  

a dividend reinvestment plan. 

Shareholders should be aware that the South African tax 
consequences of such distributions made by South African tax 
resident companies may differ materially, depending on the 
election made. A high-level overview of certain tax aspects 
relating to these distributions is set out below.

CASH DIVIDENDS
Cash dividends paid by South African resident companies in the 
ordinary course to resident and non-resident shareholders generally 
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qualify for the domestic income tax exemption contained in section 
10(1)(k)(i) of the Income Tax Act, 1962 (the “Act”), and are subject 
to dividends tax at the rate of 20%, subject to any exemption from 
the dividends tax applying, or a reduction in the rate of tax by 
virtue of the application of a double taxation agreement (“DTA”).

However, where the company paying the cash dividend is a REIT 
(as defined in section 1 of the Act), cash dividends paid to:
•  South African resident shareholders are generally subject 

to income tax (section 10(1)(k)(i)(aa)) and exempt from the 
dividends tax; and 

•  Non-resident shareholders generally qualify for the domestic 
income tax exemption contained in section 10(1)(k)(i) of the Act 
and are subject to dividends tax at the rate of 20%, subject to 
any exemptions applying or any reduction in the rate of tax by 
virtue of the application of a DTA.

SCRIP DIVIDENDS/CAPITALISATION SHARES
The reference to the issue of scrip dividends or capitalisation 
shares indicates that the relevant company will issue new shares 
to its shareholders as opposed to making a cash distribution to 
shareholders.

Since the issue of a capitalisation share is specifically excluded 
from the definition of a “dividend” contained in section 1 of the 
Act, the tax implications arising in respect of receipt or accrual 
thereof are firstly determined with reference to the gross income 
definition contained in section 1 of the Act, irrespective of whether 
the underlying company is a REIT or not. The determination as to 
whether or not the amount in respect of the capitalisation shares 
received or accrued will result in an inclusion in the gross income 
of a shareholder should be made with reference to whether, inter 
alia, the capitalisation shares are of a capital nature or not. This is a 
fact-specific enquiry to be made with reference to all circumstances 
relevant to the shareholder in question. It seems that, in practice, 
SARS treats capitalisation shares as being of a capital nature. 

In the event that the shareholder receiving the capitalisation 
share is a non-resident, the capitalisation share would need to 
be received or accrued from a South African source in order for 
an amount to be included in the gross income of the foreign 
shareholder. Since there are no legislative source rules pertaining to 
the receipt or accrual of capitalisation shares, this enquiry should be 
carried out with reference to case law principles. 

The issue of capitalisation shares will not attract the imposition of 
securities transfer tax (“STT”). 

With regard to any subsequent disposal of capitalisation shares 
received, section 40C of the Act provides that capitalisation shares 
are deemed to have been acquired for expenditure of nil. This 
deeming provision applies where the shares are disposed of on 
capital account or on revenue account. 

DIVIDEND REINVESTMENT PROGRAMME
The mechanics of a dividend reinvestment programme are such 
that the shareholder generally accrues a cash dividend, which is 

then applied towards the issue or acquisition of additional shares in 
the underlying company.

Although the outcome of electing to participate in a dividend 
reinvestment programme may be economically similar to the 
election to receive capitalisation shares, different tax implications 
arise when electing between these two options. 

As a result of the mechanics of the dividend reinvestment 
programme, both resident and non-resident shareholders should 
accrue a cash dividend which, as set out above, should generally 
qualify for the domestic income tax exemption and be subject to 
dividends tax at the rate of 20%, absent any exemptions or DTA 
relief.

If the dividend reinvestment programme is entered into in respect 
of shares held in a REIT: 
•  South African resident shareholders will generally be subject 

to income tax and qualify for an exemption from the dividends 
tax in respect of such amount; and 

•  Non-resident shareholders will generally qualify for the 
domestic income tax exemption and will be subject to 
dividends tax at the rate of 20%, subject to any exemptions or 
relief in terms of a DTA. 

Should the dividend reinvestment programme entail the issue 
of new shares to shareholders, no STT implications should arise. 
However, STT implications would arise for the shareholders where 
existing shares are transferred to such shareholders.

With regard to any subsequent disposal of shares acquired 
pursuant to a dividend reinvestment programme, section 40C 
of the Act should not apply on the basis that the cash dividend 
which accrues to the shareholder is applied to subscribe for or 
acquire shares in the underlying company. As such, the expenditure 
incurred in respect of the acquisition of such shares should not be 
deemed to be nil. 

Shareholders should therefore carefully evaluate the economic 
effect as well as the tax implications of the relevant options 
available to them before making an election in respect of a 
particular form of distribution.   ■

“Non-resident shareholders generally 
qualify for the domestic income tax 
exemption contained in section 10(1)
(k)(i) of the Act and are subject to 
dividends tax at the rate of 20%, 
subject to any exemptions applying or 
any reduction in the rate of tax by
virtue of the application of a DTA.”
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INVESTMENT TAX

INVESTING ABROAD?  
THE FOREIGN INVESTMENT 
ALLOWANCE IS AT YOUR 
DISPOSAL
Louis Botha, Associate: Tax and Exchange Control, Cliffe Dekker Hofmeyr
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W here an individual wishes to transfer more 
than R1 million abroad during a calendar 
year, such person would have to make use 
of their foreign investment allowance (FIA), 
as dealt with in the Currency and Exchanges 

Manual for Authorised Dealers (AD Manual), which was most 
recently updated on 18 April 2019.

WHAT IS THE FOREIGN INVESTMENT ALLOWANCE (FIA)?
In terms of the FIA, South African resident individuals can transfer 
up to R10 million abroad during a calendar year, over and above 
the R1 million that can be transferred by making use of their SDA.

HOW DOES A PERSON MAKE USE OF THE FIA?
In terms of section B.2(B) of the AD Manual, a South African 
resident individual must comply with certain requirements to make 
use of the FIA. The rules pertaining to the FIA are the following:
•  A person must obtain a duly electronically completed “Tax 

Clearance Certificate – Foreign Investment Allowance” 
issued by the South African Revenue Service (SARS) bearing 
the SARS logo and specific background watermark must be 
presented to the branch of the Authorised Dealer, before 
funds can be transferred using one’s FIA;

•  Only individuals who are taxpayers in good standing and are 
18 years and older, may make use of the FIA for investment 
purposes abroad;

•  No more than the amount reflected in the tax clearance 
certificate (TCC) may be transferred abroad. The TCC will only 
be valid for a period of 12 months;

•  The format and content of the TCC is prescribed and no 
deviation therefrom whatsoever may be accepted;

•  In terms of the SARS Tax Compliance Status System, a tax 
compliance status (TCS) letter will be issued to the applicant 
that will contain the applicant’s tax number and PIN. An 
Authorised Dealer must use the PIN to verify the applicant’s 
TCS via eFiling before effecting a transfer in terms of the FIA;

•  The funds transferred abroad using the FIA may not be used 
to enter into a transaction or series of transactions that create 

a loop structure, that is, where the result is that the South 
African resident individual acquires an interest in an offshore 
entity, which in turn, holds interests in assets situated in the 
Common Monetary Area (CMA), including South Africa;

•  Funds transferred abroad may also not be re-introduced into 
South Africa as a loan to a CMA resident;

•  Unintentional loop structures created through the authorised 
use of the FIA, whereby funds invested with non-resident 
asset or fund managers, who invest in foreign companies that 
have CMA assets and/or offshore global investment funds 
that directly or indirectly hold CMA investments over which 
the South African investor has no control, are permitted; and

•  Individuals that make use of their FIA may not enter into any 
transactions whereby capital or the right to capital is directly 
or indirectly exported from South Africa. In other words, they 
may not enter into a foreign commitment with recourse to 
South Africa. However, private individuals may raise loans 
abroad to finance the acquisition of foreign assets without 
recourse to South Africa, but may only use authorised foreign 
assets as collateral in such instances.

PRACTICAL CONSIDERATIONS
From a practical perspective, applicants will first have to apply 
to SARS to obtain the TCC referred to above. In order to obtain 
the TCC, taxpayers will have to submit an application, comprising 
information and supporting documentation required by SARS, 
to confirm their TCS. The TCS application must be submitted to 
SARS via eFiling and must comply with, among other things, s256 
of the Tax Administration Act, No 28 of 2011. In the application, 
applicants will have to, among other things, indicate the source 
of the funds that they want to transfer abroad and provide proof 
of this. For example, if the funds transferred abroad were derived 
from the sale of immovable property, an applicant will have to 
provide proof of this.

Once the TCS application has been approved, the applicant can 
request SARS to issue a TCC as proof that the TCS application 
was approved, which can then be presented to the relevant 
Authorised Dealer. ■

“Only individuals who are taxpayers in 
good standing and are 18 years and 
older, may make use of the FIA for 
investment purposes abroad”

It is common nowadays for South African 
persons to diversify their investment portfolio 
and to invest in foreign jurisdictions. When 
doing so, South African residents must 
ensure that they transfer funds abroad in 
a manner that complies with South Africa’s 
exchange control rules. South African 
resident individuals can make use of their 
annual single discretionary allowance (SDA) 
of R1 million, to transfer and take funds 
abroad without the prior approval of the 
South African Reserve Bank (SARB) and 
without first having to obtain a tax clearance 
certificate.
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MEMBER PROFILE

Depika Singh
        Head of Business Advisory, 

AdviceCube
TELL US A LITTLE ABOUT YOURSELF
I am a doting mum of two young girls, Rhiya age 15 and Shweta 
age 12. I am also blessed to have my best friend as my life partner 
for the past 22 years. I have spent the last 18 years as an academic 
at various academic institutions around the country. Having left as 
the ex-Head of Tax at Wits University recently, I now embark on my 
entrepreneurial journey. I have joined AdviceCube financial services, 
as a shareholder in the capacity of Head of Business Advisory. I 
am also the co-author on three Juta tax textbooks that are used at 
various academic institutions throughout the country.

WHAT IS YOUR ROLE AT SAIPA?
I have had the privilege of being part of the SAIPA family for the 
past seven years through various roles as a member of the Project 
Achiever team, Exam committee and Tax committee. I was very 
fortunate to be part of the initial facilitator team and content 
development team that started Project Achiever. I am currently not 
involved as a facilitator but continue to be involved in the course 
material development and provide technical support for tax related 
matters. As an Exam and Tax committee member I am able to use 
my academic experience to contribute to these roles and going 
forward also my practical experience.

WHAT IS THE BEST PART OF YOUR JOB?
My current role as Head of Business Advisory at AdviceCube, 
is extremely challenging and exciting, albeit just six months in, 
the position has allowed me to expand my horizons beyond my 
academic background. The role also allows me the flexibility to stay 
in touch with the accounting and tax profession and serve on the 
various relevant platforms. The best part is the quality time I am 
now afforded for personal development and family.  

WHAT ARE SOME OF THE MORE CHALLENGING ASPECTS OF 
YOUR JOB?
The new role requires a whole new mindset and application of 
holistic thinking. As part owner of the business, there are a host 
of non-traditional aspects to running a business that would not 
ordinarily apply to being employed. 

WHAT ARE YOUR THOUGHTS ON THE SOUTH AFRICAN 
TAXATION SECTOR AS A WHOLE AND SAIPA’S ROLE IN IT?     
Our South African tax system is built on a firm foundation of laws 
and principles. We have one of the best tax revenue collection 
systems in the world. Having said that, the difficult current tax 
landscape we find ourselves in, is due to a lack of governance 
at SARS in the past. By implementing the Nugent Commission 
recommendations, this will definitely restore the faith in our current 
revenue collections system and will increase taxpayer confidence. 
SARS should be afforded the opportunity to implement these 
recommendations.

SAIPA as an institution plays a pivotal role in providing 
administrative and technical support to its tax practitioner members 
and ensures that members are tax compliant when providing 
advice. The SAIPA Tax Committee provides important commentary 
on draft legislation and discussion papers and engages with SARS 
regarding members’ concerns and problems.

WHO DO YOU ADMIRE?
I am a true fan of Oprah Winfrey. Apart from the obvious reasons, I 
relate to her in terms of what she stands for, her ideals and values. 
Her true grit and determination to leave something she has done 
for so many years with so much success and embark on a new 
journey, really resonates with me. 

WHAT DO YOU DO FOR FUN?
I am a woman of simple pleasures which include reading, cooking, 
walking and generally gravitate towards relaxing activities. However, 
it would be amiss of me not to mention, the odd bit of retail 
therapy does help and a weekend of binge watching my favourite 
series also comes in handy.

ANY PERSONAL GOALS OR FUTURE PLANS YOU’D LIKE TO 
SHARE WITH US?
My immediate goals are to make the very best of my new career 
path and live a more balanced life. I also plan on catching up on 
some travel with the family and start a few initiatives to enable 
young female entrepreneurs realise their dreams.   ■

“Our South African tax system is built 
on a firm foundation of laws and 
principles. We have one of the best 
tax revenue collection systems in the 
world.”

GREAT 

PRIZES

FOR LEARNERS 

SCHOOLS AND 

TEACHERS!

TEST   
YOURSELF 
AGAINST  

THE BEST!

Download your entry form at www.saipa.co.za
CONGRATULATIONS TO OUR 2018 WINNERS

* NO ENTRY FEE FOR NON-FEE PAYING SCHOOLS

ENTRIES CLOSE: 14 June 2019  •  EXAM DATE:  29 July 2019

COULD YOU 
BE ONE OF THE  

TOP ACCOUNTING 
STUDENTS 

 IN SOUTH AFRICA?

The NAO was started in 2002 and 
has seen a steady rise in entries 
every year – and we’re anticipating that 2019 will be the best turn 
out yet. The NAO competition is a key part of SAIPA’s strategy to 
promote accounting as a career of choice among school goers. 
South Africa needs new accountants to continually enter the job 
market, and a significant lack of interest now will mean a skills 
shortage of seven to eight years in the future.

Accounting is an exciting and rewarding career, so we want teens 
everywhere to seriously consider it as they prepare for tertiary 
studies. The NAO 2019 is also a good way for scholars to get a 
taste of the profession, and they’ll have the opportunity to interact 
with SAIPA staff, sponsors and potential future employers.

NEW FORMAT

This year the Olympiad has a new format and will run over one 
round. This gives us a longer lead time to market the Olympiad 
around South Africa. The top national winners in each grade 
(Grade 11 and Grade 12) will be announced later in the year and 

the winners honoured in a gala awards event – date 
and venue to be confirmed.

 HOW SCHOOLS CAN ENTER

Entries are officially open and we will be 
contacting Grade 11 and 12 accounting teachers 

around the country in a bid to encourage them 
to enter this prestigious annual competition.

The entry fee is R50* per student. There is no limit to the number 
of pupils each school may register. However, entrants should 
currently be taking Accounting as a school subject with the 
intention of studying a B.Com degree.

Leaners wishing to compete must be registered by their schools, 
either by completing the NAO Entry Form – a copy can be down-
loaded from the SAIPA website, or by emailing gugu@nsrm.co.za. 

 OPEN FOR GRADES 11&12

We’re very excited to announce the launch 
of the 2019 SAIPA National Accounting 
Olympiad (NAO).
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HOW YOU CAN ASSIST

We would like to encourage members to assist with 
recruiting schools in their districts to enter – it could be the 
school you went to, or your children attend, or even the 
one you drive past every day. Please speak to your Regional 
Chair or Regional Representative for more information on 
how you can get involved.
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The modern accounting landscape is more than just a number crunching game. It transcends 
traditional career boundaries and expands into all facets of the South African financial context 
and beyond. Today, a Professional Accountant (SA) aims for value creation for businesses, 
wealth creation for investors/owners and of course, the ultimate goal of sustainable economic 
growth. SAIPA encompasses those objectives across private practices, corporate, public and 
education sectors. The South African Institute of Professional Accountants has more than  
35 years of experience to make meaningful contributions to your career, as well as the 
accountancy profession as a whole.

www.saipa.co.za

future of

Accounting
The


