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Export by road – ex works 
Companies exporting goods into Africa 
may be at risk of applying the incorrect 
VAT rate to the exports. Although 
export transactions, in many cases, 
qualify for zero-rating under the South 
African Value-Added Tax (“VAT”) 
system, indirect exports such as ex 
works exports by road or rail should 
always carry VAT at the rate of 14%.   

Many exporters seem to be under the 
impression that goods sold and 
exported on an ex works basis, i.e. 
where the buyer takes possession of 
the goods at the seller’s premises in 
South Africa (“SA”), may be zero-rated 
for VAT purposes.  Presumably, this is 
on the basis that the goods are to be 
exported and (perhaps even) that the 
VAT vendor would be placed in 
possession of the Customs 
documentation to prove that the buyer 
indeed took the goods across the 
border. 

The reality is that the VAT Act does not 
make provision for the zero-rating of ex 
works exports by road or rail, even 
under these circumstances.  In fact, the 
Act is quite clear in its wording and 
states in section 11 that, unless a zero-
rating is permitted in terms of Part 2 of 
an export incentive scheme (as 
contained in Regulation 2761 of 1998), 
“the supply shall not be charged with 
tax at the rate of zero per cent”.  Part 2 
mentioned above only provides for the 
supplier to opt for zero-rating under the 
following (very limited) circumstances: 

 

• The export is by ship or air (NOT 
road or rail)*; 

• The goods are delivered to a (listed) 
harbour or airport and the supplier 
ensures that this takes place; and 

• The buyer fits the definition of a 
“qualifying purchaser”, being, inter 
alia, a non-resident who is not in SA 
or a foreign enterprise that can 
produce a foreign trading license. 

Where the incorrect VAT rate was 
applied to the ex works exports, SARS 
is likely to impose penalties of 10% and 
interest of 10.5%, with the possibility of 
raising assessments for the past five 
years. 

 

We have extensive experience in 
reviewing export transactions and 
providing recommendations regarding 
changes to existing contracts to assist 
both the exporter and its customers to 
comply with the VAT rules. Please call 
us for further assistance. 

 

 

 
 

 

 

*We have not dealt here with exports by means of 
a pipeline or electrical transmission line. 


