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In brief 

The use of alternative documents to substantiate the deduction of input tax where the required 

documentation has not been obtained by the recipient vendor. 

In detail

The 2016 Budget presented in February 2016 

proposed various amendments to the Value-Added 

Tax Act No. 89 of 1991 (VAT Act). The Minister of 

Finance, inter alia, made the following statement 

“Taxpayers will be pleased to note that 

Parliament has given consideration to the issue of 

recipient vendors being faced with the challenge 

of not possessing valid documentary proof to 

enable them to make an input tax deduction in its 

VAT return without the fear of the Commissioner 

raising an assessment due to non-compliance 

with the VAT Act.  

The draft Tax Administration Laws Amendment 

Bill, 2016, which gives effect to a part of the 

aforementioned proposals, was published for 

comment. 

A vendor intending to deduct input tax must be 

in possession of, amongst others, a valid tax 

invoice before making the deduction in a VAT 

return. A valid tax invoice must contain certain 

specific details and an omission of any one of the 

specified details renders the document invalid. 

The failure to be in possession of a valid tax 

invoice can result in SARS disallowing the input 

tax deduction.  

The outcome, is that the vendor is left with a 

liability to pay SARS the interest, penalty, 

understatement penalty and the tax. The tax can 

be recouped by deducting the input tax in a later 

period, when the vendor is in possession of a 

valid document. The reality is that the interest, 

penalty and understatement penalty becomes a 

cost to the vendor.  

The takeaway 

Section 16(2)(g) of the VAT Act allows a vendor 

to use alternative documents to substantiate an 

input tax deduction where the vendor is unable 

to obtain the required documentation.  

This will only apply where the vendor’s 

circumstances fall within one of those prescribed 

by the Commissioner and the alternative 

document(s) is acceptable to the Commissioner.  

The Commissioner has not prescribed the 

circumstances but will deal with matters on a 

case by case basis.  This is great news for 

vendors who have been battling to get their 

suppliers to issue valid tax invoices. 

In light of the above, the non-deduction of input 

tax because of a lack of proper documentation 

could be a thing of the past. We are able to assist 

you in determining and limiting the risks you 

face when making the deduction. We can also 

evaluate whether the invalid documentation that 

you have, as well as the circumstances, could be 

acceptable to SARS for purposes of deducting 

previously denied input tax.
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Let’s talk 

We can assist you in obtaining a ruling from SARS to accept alternate documentary proof for the purposes 

of deducting the previously denied input tax.  We can then also advise on implementing the systems and 

controls to deal with this issue should it arise in the future.  
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