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In brief 

The question of when a vehicle is considered a “motor car” for VAT purposes has been highlighted 

in recent tax litigation. The Tax Court handed down judgment regarding the deduction of input tax 

on the acquisition of these types of vehicles.  

The question now arises whether vendors will change their choice of vehicle because of the non-

deductibility of input tax. The judgement impacts manufacturers, sellers and buyers.    

In detail

The Tax Court dismissed an appeal relating to 

input tax deductions made by XYZ CC (XYZ) in 

respect of a motor vehicle used in the course of 

its operations. 

 In brief, XYZ is a close corporation that carries 

on business in the courier industry. XYZ 

acquired a 2007 Mercedes Benz 115 CDI Crew 

Cab to use in its operations. Its contention was 

that the Crew Cab, is not a passenger vehicle as 

it was purchased and used solely in its courier 

business. 

 XYZ also alleged that the characteristics of the 

vehicle show that it was constructed mainly for 

the transportation of goods and that the 

vehicle has one row of seating to accommodate 

people who would help with the delivery.  

It further argued that the driver is not a 

passenger and therefore the floor space that 

the driver takes up should not form part of any 

measurement used in the test of determining 

whether the Crew Cab is a motor vehicle or 

not. 

The only issue in contention is whether the 

vehicle is constructed or converted wholly or 

mainly for the carriage of passengers and more 

specifically, the measurement test used to 

determine the concept of “mainly”. 

This matter was first heard by the Tax Board 

and its decision was against the appellant. 

Dissatisfied with the Tax Board’s decision, the 

appellant referred the matter to the Tax Court 

for a hearing on the merits of the case. 

 The word ‘mainly’ is not defined in the VAT 

Act. In order to interpret the legislation, the 

Tax Court considered the findings of ITC 1596, 

which clarified that in the normal use of the 

word, a quantitative measure of more than 

50% is intended. 

 The case highlighted that the test to be applied 

is an objective one and in order to determine 

whether the vehicle is intended mainly to be 

more than 50% for the carriage of passengers, 

the following factors must be taken into 

account: the total construction, assembly, 

appearance, space or surface of the vehicle. 

 SARS’ Interpretation Note 82 dated 25 March 

2015 (IN 82) expands on the objective test to 

be used as follows: 

‘…the objective test requires a one dimensional 

measurement of the length of the area 

designed for the carriage of passengers in 

relation to the dedicated loading space in a 

vehicle. In applying the objective test, one 

must determine which area measures more in 

length; the passenger area or the dedicated 

loading space.’ 
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As the loading area of the vehicle could be used 

to accommodate passengers, the entire area 

was regarded as space for the seating of 

passengers.  

This therefore did not assist XYZ in its 

argument that the vehicle used fell outside the 

definition of a motor car for the purposes of 

the VAT Act. 

The takeaway 

The onus was on XYZ to show that the vehicle 

is not wholly or mainly constructed for the 

carriage of passengers. XYZ had not discharged 

this onus and the court clarified that no input 

tax deduction in respect of the vehicle would 

be allowed.  

The court further agreed with the approach 

used by SARS (i.e. IN 82) in applying the 

objective test.
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