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In ancient Greek drama, a 

playwright whose plot had become 

too complex to resolve could 

always rely on a contrivance by 

which seemingly insoluble 

difficulties confronting the 

characters could be overcome. A 

character depicting a deity would 

unexpectedly be winched down to 

the stage and would direct the 

outcome by divine intervention. 

This device is termed ‘deus ex 

machina’ and describes the sudden 

or unexpected introduction of a 

means to solve an apparently 

insoluble problem.

Investment grants capital or revenue - Deus ex machina Part 1

In a judgment in the Income Tax Court for the 

Eastern Cape delivered on 20 August 2016 (ABC 

(Pty) Ltd v CSARS Case No. 13539/13673) the 

issue for decision was whether a subsidy, the 

Productive Assets Allowance (PAA), payable in 

terms of the Motor Industry Development 

Programme (MIDP), was a receipt or accrual of 

a capital nature.

The MIDP offered automotive manufacturers a 

number of potential benefits, including:

• tradable import rebate credit certificates 

awarded by reference to exports;

• A duty-free allowance to offset customs duties 

on imported components, based on the retail 

list price of motor vehicles adjusted by a factor 

specific to the manufacturer;

• phased reduction of duties on imported 

vehicles and components;

• duty drawbacks for exporters related to 

imported components on exported vehicles; 

and

• an investment subsidy in the form of the PAA, 

which provided import duty credits equivalent 

to 20% of the value of qualifying investments 

in productive manufacturing assets, payable 

over a five-year period.

In order to qualify for the PAA, an automotive 

manufacturer was required to invest in new 

productive capacity that was equal to or 

exceeded a prescribed minimum value. The 

investment must have been made with a view to 

rationalising the number of vehicle models 

produced, through which efficiencies and 

economies of scale might result. In turn, these 

would contribute to a more competitive 

manufacturing industry which could export 

motor vehicles and generate foreign currency 

receipts. Manufacturers would fill ‘gaps’ in the 

range of vehicle models offered to the public by 

way of importing these models.

Import rebate credit certificates were the 

‘currency’ in which MIDP benefits were paid. 

They were differentiated by the fact that PAA 

certificates were non-tradable, whereas 

certificates that related to export-import 

complementation could be traded.

In the matter before the Income Tax Court, the 

appellant, a motor manufacturer, had claimed 

that PAA certificates awarded were receipts or 

accruals of a capital nature. SARS opposed this 

view, contending that they were amounts of a 

revenue nature.

The law

Our Income Tax Act does not define what 

constitutes capital nor does it explain the 

meaning of the term ‘of a capital nature’. As a 

result, the term has been interpreted in our 

courts in a variety of contexts. From this, it has 

emerged that it is impossible to distill a single 

overriding conceptual principle from all the 

decisions. The issue is one of law, which must be 

determined based on the prevailing facts and 

circumstances.

By far the majority of determinations of whether 

an accrual is income or capital relate to the 

disposal of assets. As this circumstance was not 

under consideration, much of the body of our 

law on the issue is not relevant to it. Instead, the 

general principles should be revisited.

In early decisions, the courts were at pains to 

identify income by reference to the activity that 

gave rise to its accrual. Thus, in WH Lategan v 

CIR 2 SATC 16 at 19, Watermeyer J stated:
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But the word ‘income’ in its ordinary sense did not 

always consist of money, as had been pointed out in 

Booysen’s case (1918, A.D. 576). ‘Income’, unless it was 

in some form such as a pension or annuity, was what 

a man earned by his work or his wits or by the 

employment of his capital. The rewards which he got 

might come to him in the form of cash or of some other 

kind of corporeal property or in the form of rights.

The principle that emerged was that income is the 

result of some form of activity, such as employment 

or investment. Capital, on the other hand, was the 

source from which income could be generated, and 

could take the form of personal attributes 

(diligence, education, ingenuity) or physical or 

financial assets (land, buildings, plant and 

machinery, company shares, cash). Amounts that 

accrued fortuitously or otherwise than from the 

performance of services or the investment of capital 

were typically regarded as being of a capital nature. 

It is evident that the reason the amount was 

received by or accrued to a taxpayer is a critical 

factor in determining whether or not an amount is 

of a capital nature. 

In the case of subsidies, there are only three 

reported cases in South Africa.

ITC 402 10 SATC 111 was a matter in which a 

produce merchant had claimed subsidies in respect 

of products exported under the Export Subsidies 

Act of 1931. A portion of the claim relating to the 

1932 year of assessment was rejected but, after 

repeated applications by a number of exporters, the 

relevant Minister approved payment of that portion 

in 1936. The taxpayer asserted that the amount that 

accrued was of a capital nature as it had accrued as 

a result of a ‘goodwill’ exercise of discretion by the 

Minister. This view was not shared by the President 

of the Court, who stated at 114:

The subsidy was only payable to him because he was 

an exporter of a primary product. Therefore, his claim 

to subsidy arose out of his trade, and, in the ordinary 

course, any receipts by him on account of subsidy 

would be trade receipts, and would be included in his 

income or takings as a produce merchant. The 

position does not seem to us to be altered by the fact 

that the claim was disputed. It does not appear to us 

to be different from any other claim, such as a claim 

for damages for non-delivery of goods which might be 

made by a trader. If the claim is disputed, but 

subsequently paid, it may be said that the claim is 

paid without admitting liability, and in that sense the 

payment may be said to be one ex gratia. It can never, 

however, be regarded as a gift in the sense that the 

making of a present is a gift. That is something 

entirely different from the making of a payment to a 

trader in terms of an Act conferring a special subsidy 

upon traders in respect of their trade or in respect of a 

presumed loss sustained in their trading. Therefore, 

the basis of the payment is entirely the appellant’s 

trade. As such, it appears to us to be a trading receipt.

The principle that emerged was that income is the result of some form of activity, such as employment or investment. Capital, on the other hand, was the source 
from which income could be generated, and could take the form of personal attributes, or physical or financial assets.
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ITC 1435 50 SATC 117 involved the 

treatment of a subsidy which had been paid by 

a company to a cooperative society of dairy 

farmers as a grant-in-aid in respect of the 

purchase of a sophisticated machine for 

monitoring milk quality. The Court had no 

hesitation in identifying the amount of the 

subsidy as a receipt or accrual of a capital 

nature, a classification with which, it appears 

from the judgment, the Commissioner for 

Inland Revenue agreed.

These two Tax Court decisions have no binding 

effect. However, the third matter, Moolman v 

CIR 19 SATC 127 (A) was a decision of the 

Appellate Division (now Supreme Court of 

Appeal), which is of binding effect on courts of 

subordinate jurisdiction.

The facts were that, in terms of an agreement 

between the governments of South Africa and 

the United Kingdom during the Second World 

War, the South African government purchased 

the wool production of South African farmers, 

which was sold to the UK government at a 

fixed price. It was agreed that any surplus 

remaining at the termination of the 

arrangement would be sold on the open market 

and any profit shared between the respective 

governments equally. When a surplus was 

realised, the SA government enacted legislation 

to pass on its share of the profit by way of a 

subsidy to every producer of qualifying wool in 

proportion to the gross proceeds of qualifying 

wool produced by that producer.

Moolman received a payment in terms of the 

legislation and asserted that it was a receipt or 

accrual of a capital nature. Centlivres CJ, who 

delivered the judgment, was not prepared to 

accept the argument that the statutory right 

was a fortuitous event, and set out the 

approach to be adopted in the following terms 

at 136 to 137:

His title to that sum is derived from that Act but 

the question still remains why Parliament 

decided that he should receive that sum. To adapt 

the language of the Judicial Committee of the 

Privy Council in Australia (Commonwealth) 

Commissioner of Taxation v Squatting Investment 

Company Limited, [1954] All E.R. 349 at 360-2, 

that sum was awarded to the appellant simply 

because he had sold wool in the Union to the 

Government of the United Kingdom during the 

period from the first day of August, 1940, to the 

thirty-first day of July, 1946, and section 2 of the 

Act makes this abundantly clear. The Act directly 

associated the payment of that sum with the 

participating wool sold by the appellant to the 

Government of the United Kingdom, first by 

directing payment to the appellant as a seller 

and, secondly, by making the total of the 

payment depend on the ratio between the gross 

proceeds of the participating wool produced by 

the appellant and the amount of the wool-profits 

payable to the Union Government in pursuance 

of the disposals plan.

If one examines the rationale in this statement, 

it isolates the inquiry to identifying the cause 

of the entitlement. Thereafter, it finds 

corroboration by establishing that the basis 

upon which the amount of the compensation 

was determined was related to that cause. The 

inescapable conclusion was that the subsidy 

represented additional proceeds from the sale 

of wool and was not of a capital nature.

Our law has therefore made it clear, in the 

above three judgments, that the determination 

of whether an amount is of a capital or revenue 

nature should be made by reference to the 

originating cause for the grant of the subsidy.

However, the application of this principle has 

not been uniformly interpreted by 

commentators. Subsidies have been linked 

with the payment of damages or 

compensation, in which the focus is frequently 

on the nature of the loss that is compensated. 

For example, Silke on South African Income 

Tax at Chapter 3.43 states:

If a subsidy takes the form of a contribution 

towards the producer’s cost of production of a 

certain commodity, it is submitted that it is of an 

income nature. On the other hand, if the subsidy 

is paid as a contribution towards the cost of fixed 

capital assets – for example, the government may 

contribute towards the cost of a new factory or 

plant and machinery – it is submitted that it 

partakes of the nature of capital and is not 

taxable.

This interpretation suggests that the form of 

the subsidy, rather than the cause giving rise to 

its payment,  may be critical.
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Application to the facts

In the judgment in the matter of ABC (Pty) Ltd 

v C:SARS, Schoeman J acknowledged that she 

had been referred to the three South African 

decisions. Footnotes to paragraph 21 of the 

judgment confirm this. In that paragraph it is 

stated:

It is the appellant’s case that to determine 

whether the grant is revenue or capital, the 

predominant focus is on the purpose or cause of 

the grant. The appellant referred us to three cases 

where the courts asked ‘What was the origin of the 

claim?’, that the grant was to assist [the] appellant 

with the capital expenditure involved and was 

therefore of a capital nature, and why the grant 

was paid to the appellant. (Footnotes deleted)

Paradoxically, the learned Judge identified the 

origin of the claim but denied its relevance, as 

the judgment continued, in paragraph 22:

In the instant matter the grant was made due to 

capital expenditure. However, if the PAA 

certificate was not utilised, within a stipulated 

period, as payment for customs duties on 

imported motor vehicles, the PAA certificate 

would lapse. The certificate was not tradable. The 

certificate was conditional and did not accrue 

until there were imports. If there were no imports 

within the necessary time frame, the condition 

had not been fulfilled and the certificate could not 

be used. The certificates only had value upon 

import of motor vehicles and not when the capital 

expenditure was incurred. The grant was to 

assist the appellant with the revenue expenditure, 

customs duty payable on imports. (Emphasis 

added)

Nowhere in the judgment is there any prior 

mention that the time of accrual was an issue. 

No mention is made of argument adduced by 

the parties on the question of accrual. It is 

regrettable that Schoeman J should have dealt 

with the issue of accrual, apparently mero

motu, in five short sentences with no apparent 

reference to authority to support the 

conclusion at which she arrived.

The takeaway

It is evident that the finding on the time 

of accrual was a new issue that had 

been introduced into the judgment by 
Schoeman J of her own volition. Had 

this element not been introduced, it is 

submitted that Schoeman J should have 
been led to adopt the approach of 

Centlivres CJ, such that the finding 

should have been that the grant was 
awarded to the appellant simply 

because it had made an investment in 

qualifying productive assets. The MIDP 
directed payment to the appellant qua 

investor and it made the total of the 

payment dependent on the amount of 
the investment.

In Part 2, the validity of the finding on 

accrual is critically analysed.

Investment grants capital or 
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A pivotal aspect of the judgment in 

the Income Tax Court for the 

Eastern Cape delivered on 20 

August 2016 (ABC (Pty) Ltd v 

CSARS Case No. 13539/13673), 

was a finding that the PAA 

certificates accrued when the 

importation of qualifying goods 

occurred. 

When does an amount accrue - Deus ex machina Part 2

The Productive Asset Allowance (PAA) 

certificate was an instrument used by the 

Department of Trade and Industry to pay 

incentives under the MIDP. An approved 

participant which, based on the value of the 

investment made in qualifying productive 

assets, qualified for an incentive known as the 

Productive Asset Allowance (PAA), submitted 

annual applications for the payment of the 

incentive, which was spread over a five-year 

term. Payment was effected by the issue of PAA 

certificates which the participant could redeem 

by claiming, for duty purposes, a reduction in 

the value of specified imported goods cleared 

for entry into South Africa. In the event that the 

participant did not redeem the certificates 

within 12 months, the certificates ceased to be 

valid. 

The law

Gross income, as defined in the Income Tax Act 

is the total amount, in cash or otherwise, 

received by or accrued to or in favour of a 

person who is a resident in a year of 

assessment, other than an amount of a capital 

nature.

The term “accrued to” has been judicially 

interpreted to mean that the person must have 

become entitled to the amount in question –

this principle was established in WH Lategan v 

CIR 2 SATC 16 (C) at 20.

It was required that an “amount” should have 

accrued, and Watermeyer J in WH Lategan v 

CIR (supra) at page 19 stated that the term 

“amount”:

… must include not only money but the value of 

every form of property earned by the taxpayer 

whether corporeal or incorporeal which had a 

money value.

As to whether a benefit that was not tradable 

constituted an amount, the Supreme Court of 

Appeal has determined that this is not a 

requirement, and that the only requirement for 

an amount to have accrued is that it should 

have an objective monetary value. This was 

expressed by Cloete JA in CSARS v Brummeria

Renaissance (Pty) Ltd and Others 69 SATC 

205 (SCA) at 214:

It is clear … that the question whether a receipt 

or accrual in a form other than money has a 

money value is the primary question and the 

question whether such receipt or accrual can be 

turned into money is but one of the ways in 

which it can be determined whether or not this 

is the case; in other words, it does not follow 

that if a receipt or accrual cannot be turned into 

money, it has no money value. The test is 

objective, not subjective.

Cloete JA went on to consider the decision in 

Stander v Commissioner for Inland Revenue

59 SATC 212 (C), in which it had been held that 

a benefit that was not tradable had no value, 

and found that the matter was wrongly decided. 

This is found in the words that immediately 

follow the passage cited above:

It is for that reason that the passages quoted 

from the Stander case incorrectly reflect the 

law and the reasoning of Conradie J in ITC 701 

was correct. The question cannot be whether an 

individual taxpayer is in a position to turn a 

receipt or accrual into money.

For an amount to accrue to a taxpayer, there are 

two further requirements that must be met. The 

first is that the amount must accrue to the 

taxpayer for his own benefit (Geldenhuys v CIR

14 SATC 419 (C) at 431). The second is that the 

amount must be unconditionally received 

(Mooi v CIR 34 SATC 1 (A) at 10-11) and that no 

accrual takes place while the operation of the 

benefit is suspended by an unfulfilled 

condition, during which time any right to the 

enjoyment of the benefit is contingent.
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Application of the law

Applying the law to the accrual of a PAA 

certificate, the expected outcome should be 

determined as follows:

The PAA certificate is an instrument, and 

therefore a form of incorporeal property;

Objectively the PAA certificate has a 

monetary value as it may be redeemed in 

return for a discount on the duty payable on 

importation of goods, the value of which is 

objectively determinable;

The recipient has the power to exercise the 

redemption immediately upon the accrual of 

the PAA certificate, and there is therefore no 

condition attached to the issue of the PAA 

certificate that postpones the rights of the 

holder.

The conclusion that should be reached is that 

the PAA certificate constitutes an amount 

that accrues to the recipient upon issue.

The Court’s approach

Schoeman J took a completely different 

approach. Her approach is found in 

paragraph 22 of her judgment:

However, if the PAA certificate was not 

utilised, within a stipulated period, as 

payment for customs duties on imported 

motor vehicles, the PAA certificate would 

lapse. The certificate was not tradable. The 

certificate was conditional and did not accrue 

until there were imports. If there were no 

imports within the necessary time frame, the 

condition had not been fulfilled and the 

certificate could not be used. The certificates 

only had value upon import of motor 

vehicles and not when the capital 

expenditure was incurred. (Emphasis added)

There appear to be fatal flaws in this logic.

The first appears to be a perception that the 

PAA certificate was subject to suspensive 

conditions. The limitation of the time within 

which the certificate may be redeemed in no 

way suspended its operative effect. This was 

a resolutive condition. The fact that the PAA 

certificate had a limited application and 

could only be used to claim a rebate of 

import duty did not deprive it of its legal 

effect or defer that legal effect.

The second is an apparent reliance on the 

idea that the PAA certificate could not have 

value because it was not tradable. Reliance 

on this factor has been held by the Supreme 

Court of Appeal to be wrong and, until such 

finding is overturned, that is the law and 

Schoeman J should have recognised that she 

was bound by it.

The third flaw is that the time of accrual 

occurred when the PAA certificate was 

redeemed. This finding rides roughshod over 

the undisputed principle that an amount that 

has monetary value accrues when a person 

becomes entitled to it, and not when the 

value is realised (and even if the value is 

never ultimately realised). 

Commentary

It is submitted that the finding of Schoeman J 

that accrual was deferred until importation of 

the goods was wrong in law.

The finding that the PAA certificates did not 

accrue until there were imports was the deus 

ex machina which enabled Schoeman J to 

justify a conclusion that the subsidy related to 

the importation of motor vehicles and not to 

the qualifying investment. She recognised that 

the cause of the subsidy was the capital 

expenditure (‘… the grant was made due to 

capital expenditure’), and, to get to her 

desired destination, she crafted a finding that 

accrual only occurred at the time of the 

importation of motor vehicles. Thus, she 

reasoned, the accrual could not have arisen as 

a result of the capital expenditure but only as 

a result of the importation. By this means, it 

could be concluded that, because the accrual 

occurred at the same time as the liability to 

import duty arose the cause of the accrual was 

the incurral of the liability to duty.

It is considered likely that another court might 

view the matter in a different light.
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Legislation

23 Sept Amendment of Part 1C of Schedule No. 6 to provide for refund items on wine, vermouth 

and other fermented beverages that have become off-specification, contaminated or have 

undergone post-manufacturing deterioration

Notice R.1151 was published in Government Gazette No. 40294 with an implementation date of 23 

September 2016.

23 Sept Amendment of Part 1 of Schedule No. 2, by the termination of anti-dumping duties on 

paper-insulated, lead-covered electric cable originating in or imported from India – ITAC 

Report 531

Notice R.1150 was published in Government Gazette No. 40294 with an implementation date of 7 

April 2016.

23 Sept Amendment of Part 1 of Schedule No. 3 by the substitution of the definition for ‘VAA’ 

where it appears under ‘Definitions’ in Note 1.2 to rebate item 317.03 – Minute 04/2016

Notice R.1149 was published in Government Gazette No. 40294 with an implementation date of 1 

January 2016.

22 Sept Media Statement: Postponement of the Implementation Date of the Environmental Tyre 

Levy

The National Treasury announced the postponement of the implementation of the environmental 

tyre levy to 1 February 2017.

16 Sept Amendment of Part 1 of Schedule No. 1 by the substitution of tariff subheadings 1701.12, 

1701.13, 1701.14, 1701.91 and 1701.99 to reduce the rate of customs duty on sugar 

Notice R.1059 was published in Government Gazette No. 40282 with an implementation date of 16 

September 2016.

9 Sept Chile Double Taxation Agreement (DTA) The convention between the Republic of South Africa and the Republic of Chile for the avoidance 

of double taxation and the prevention of fiscal evasion with respect to taxes on income and on 

capital was published in Government Gazette No. 40262 on 9 September 2016.

6 Sept Draft forms relating to the tyre levy Comments should have been submitted to SARS by 20 September 2016.

6 Sept SARS Presentation on Draft Customs Duty Act Rules – Chapters 1 and 3 to 9, 11 to 13 SARS held workshops on the comments received on the draft rules circulated in terms of the 

Customs Control Act, 2014, and has now started with the same under the Customs Duty Act, 2014.

6 Sept Workshop: second draft Rule Customs Control Act held 30 August 2016 The presentation of the workshop was held on 30 August 2016.

1 Sept Call for submission on NHI funding The DTC hereby requests written submissions by 14 October 2016 on the funding of the NHI as 

proposed in Chapter 7 of the White Paper on the NHI. This will be followed by a workshop for oral 

submissions in support of the written submissions on 1 November 2016.

SARS Watch 26 August to 23 September 2016

Synopsis | September 2016
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Legislation (continued)

31 Aug The second draft of the Customs Duty Rules made under the Customs Duty Act, 

2014 

Comments should be submitted to SARS by 25 November 2016 in the prescribed format being the 

Comment Sheet provided. 

31 Aug Draft amendment in Part 4 of Schedule No. 6 by the insertion of refund items 

681.06 and 681.07

Comments should have been submitted to SARS by 12 September 2016.

29 Aug Income Tax Act: Tax Allowance Programme – Department of Trade and Industry 

– Publication of the decisions to approve and withdraw applications received for 

the Tax Allowance Programme in terms of section 12I (12)(a)(i) and (19)(d)

These notices were published in Government Gazette No. 40216. Notices 501, 502 and 504 had an 

implementation date of 7 July 2016 and Notice 504, 13 July 2016.

Guides

19 Sept Basic guide to income tax exemption for public benefit organisations (Issue 2) This guide has been prepared to assist organisations in understanding the basic requirements to obtain 

and retain approval as a public benefit organisation.

19 Sept Basic guide to tax-deductible donations (Issue 2) This guide has been prepared to assist organisations in understanding the basic requirements for 

obtaining and retaining approval under section 18A to issue receipts for tax-deductible donations.

15 Sept PAYE-REG-01-A01 – EMP101e Application for Registration PAYE SDL UIF External form

15 Sept VAT 404 – Guide for vendors This a basic guide where technical and legal terminology has been avoided wherever possible. Although 

fairly comprehensive, the guide does not deal with all the legal detail associated with VAT and is not 

intended for legal reference.

Binding rulings

19 Sept Draft Binding General Ruling (BGR) on the circumstances prescribed by the 

Commissioner for the application of section 16(2)(g)

Comments should be submitted to SARS by 30 September 2016.

19 Sept Draft BGR – Associations Meaning of Annual or Other Long-term Members Comments should be submitted to SARS by 14 October 2016.

15 Sept BPR 248 – Deduction of interest on asset-backed notes This ruling determines the deductibility of interest to be incurred in respect of notes issued by a special 

purpose vehicle. The capital receipts for the notes are to be invested in commercial debt.

8 Sept BPR 247 – Employer contributions to foreign social and pension funds This ruling determines the tax consequences of employer contributions to a foreign social and pension fund 

in respect of a non-resident person working in South Africa.

Synopsis | September 2016
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Case law

16 Sept TCIT 13164 WC 7 September 2016 This matter looks at whether section 103(2) of the Income Tax Act was applicable to assessed losses carried 

forward by the appellant.

16 Sept TCIT 13775 NG 29 April 2016 This matter concerns the income tax arrangements between the appellant, ABC (Pty) Ltd, and its expatriate 

employees who are seconded from their home countries to work in South Africa.

16 Sept TCVAT 1247 WC 5 September 2016 This is an appeal against an assessment by the respondent, the Commissioner for SARS, issued against the 

appellant, the XYZ Company (Pty) Ltd, in respect of liability for VAT in terms of s 22(3) of the VAT Act.

1 Sept Wingate-Pearse v Commissioner of the South African Revenue Service 

(830/2015) [2016] ZASCA 160

An interlocutory ruling on onus and duty to begin is not a decision in terms of s 129(1) and (2) of the TAA and 

not appealable. 

31 Aug IT 13539/13673 This case looks at whether amounts received in terms of a productive asset-allowance scheme was taxable as 

‘gross income’ as being revenue in nature.

29 Aug VAT 1345 This case looks at whether the appellant was entitled to a deduction of input tax relating to a ‘motor car’ in terms 

of section 17(2)(c) of the VAT Act.

PwC publications

19 Sept PwC Tax Alert – Chile DTA This new treaty will have effect from 1 January 2017.

19 Sept PwC Tax Alert – Environmental Tyre Levy The Minister of Finance announced in Budget 2016 that a tyre levy will be implemented at a rate of R2.30/kg 

with effect from 1 October 2016. As the relevant legislation and regulations do not yet apply,

it is likely that this date will change. The levy will apply to imported and locally manufactured tyres and will be 

implemented under Part 3E to Schedule No. 1 of the Customs and Excise Act.

SARS Watch
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OECD

15 Sept Public comments received on the discussion draft on approaches to address 

base erosion and profit shifting (BEPS) involving interest in the banking and 

insurance sectors under Action 4 

On 28 July 2016, interested parties were invited to provide comments on a discussion draft which deals with 

approaches to address BEPS involving interest in the banking and insurance sectors under Action 4 (interest 

deductions and other financial payments) of the BEPS Action Plan.

13 Sept Fiscal incentives for research and development (R&D) and innovation in a 

diverse world 

Public policy has an important role to play in promoting R&D, as well as the development, diffusion and use of 

new knowledge and innovations. Fiscal incentives, including tax policies, should be directed at specific 

barriers, impediments or synergies to facilitate the desired level of investment in R&D and innovations. Without 

careful design, policies can have unintended consequences such as favouring incumbent firms, encouraging 

small firms to undertake less efficient activities, or creating arbitrage and rent-seeking activity.

8 Sept Public comments received on the BEPS discussion drafts on the Attribution 

of Profits to Permanent Establishments and the Revised Guidance on Profit 

Splits 

On 4 July 2016, interested parties were invited to provide comments on the discussion drafts on the Attribution 

of Profits to Permanent Establishments and the Revised Guidance on Profit Splits. 

A public consultation on these two discussion drafts will be held on 11–12 October 2016 at the OECD 

Conference Centre in Paris.

5 Sept OECD secretary-general report to G20 leaders Tackling BEPS, improving transparency to fight tax evasion and addressing the tax aspects of the domestic 

resource mobilisation challenge in view of the 2030 Agenda remain top priorities.

15 Sept Public comments received on the discussion draft on approaches to address 

base erosion and profit shifting (BEPS) involving interest in the banking and 

insurance sectors under Action 4 

On 28 July 2016, interested parties were invited to provide comments on a discussion draft which deals with 

approaches to address BEPS involving interest in the banking and insurance sectors under Action 4 (interest 

deductions and other financial payments) of the BEPS Action Plan.
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Other

14 Sept The Medium-Term Budget Policy Statement (MTBPS) date Finance Minister Pravin Gordhan will present the MTBPS to Parliament on 26 October 2016.

13 Sept Minister of Finance extends the term of Office of the Tax Ombud Finance Minister Pravin Gordhan has extended the term of office of the Tax Ombud, Judge Bernard Makgabo 

Ngoepe, for a period of three years commencing 1 Oct 2016.

6 Sept Tables A and B of the Average Exchange Rates Has been updated to include August 2016 rates.

5 Sept 2016/17 Annual Performance Plan (APP) In this 2016/17 APP, the key activities that will be carried out to meet the strategic outcomes and objectives 

set out in the SARS 2016/17 – 2020/21 Strategic Plan are detailed.

5 Sept Strategic Plan 2016/2017 to 2020/2021 The South African government aims to build a faster and high-growth economy that supports job creation and 

addresses income inequality in the country as set out in the National Development Plan.

SARS Watch



This publication is provided by PricewaterhouseCoopers Inc. for information only, and does not constitute the provision of professional advice of any kind. The

information provided herein should not be used as a substitute for consultation with professional advisers. Before making any decision or taking any action, you

should consult a professional adviser who has been provided with all the pertinent facts relevant to your particular situation. No responsibility for loss occasioned

to any person acting or refraining from action as a result of any material in this publication can be accepted by the author, copyright owner or publisher.

© 2016 PricewaterhouseCoopers Inc. All rights reserved. PricewaterhouseCoopers refers to the network of member firms of PricewaterhouseCoopers

International Limited, each of which is a separate and independent legal entity.


