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The VAT Alert is designed to keep you abreast of developments and is not 
intended to be a comprehensive statement of the law. It should not be 
relied upon as a substitute for specific advice in considering the tax effects 
of particular transactions. No liability is accepted for errors or opinions 
contained herein. 

Region Contact Telephone Email 

Eastern Cape Mornay Schafer (041) 391 4403 mornay.schafer@za.pwc.com 

Free State, North West, Northern Cape Hettie Koekemoer (051) 503 4207 hettie.koekemoer@za.pwc.com 

Gauteng Gerard Soverall (011) 797 5004 gerard.soverall@za.pwc.com 

Kwazulu Natal, Mpumalanga, Limpopo Chaya Lakhani (031) 250 3766 chaya.lakhani@za.pwc.com 

Western Cape Charles de Wet (021) 529 2377 charles.de.wet@za.pwc.com 

 

Holding company expenses 
Have you over-claimed input VAT? 
Holding companies, which 
have recovered input tax in 
respect of expenses relating 
to their status as listed 
company, may be at risk of 
being assessed for VAT and 
incurring penalties and 
interest. 

During 2003, SARS issued letters 
to various holding companies, 
requesting information regarding 
input tax claims made. This 
process ultimately resulted in the 
issuing of assessments for the 
recovery of input tax deductions 
which were, according to SARS, 
incorrectly made on expenses 
incurred for non-taxable purposes. 
Various companies have since 
entered into settlement 
agreements with SARS to resolve 
this issue. 

SARS has now indicated that they 
will actively pursue all other listed 
companies who over recovered 
VAT incurred in respect of 
expenditure related to its status as 
listed company, such as - 

• annual report costs; 

• stock exchange listing fees; 

• transfer secretary fees; and 

• merger costs, 

as they are of the view that these 
expenses are not incurred wholly 
for the purpose of making taxable 
supplies and thus do not fully 
qualify for input tax deductions. 

They are further of the view that 
certain types of holding company 
expenses are regarded as general 
overheads and the VAT incurred 
thereon should be apportioned 
between taxable supplies on the 
one hand (which is deductible), and 
exempt and non-supplies on the 
other (non-deductible). 

SARS has indicated that where 
affected vendors come forward and 
voluntarily disclose their potential 
VAT liability, the penalty may be 
less harsh than when vendors wait 
for SARS to audit them.  

Therefore, if your company has 
claimed input tax deductions on 
holding company expenses, you 
may be at risk in this regard. PwC 
can assist you with an evaluation of 
this risk, advise on a defence or a 
possible settlement process and 
consider alternative apportionment 
methodologies to limit financial 
loss.  

Please contact one of our VAT 
specialists should you require any 
assistance or additional information 
in this regard. 


