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Let’s talk
For a deeper discussion 

of how this issue might 

affect your business, 

please contact:

Proposed amendments relating to 
doubtful debt allowances

between the two provisions is 

that, under paragraph (j), a 

taxpayer is required to prove that 

a deduction will be allowed if the 

debt becomes irrecoverable. 

Paragraph (jA) does not, 

however, impose such a 

requirement. In order to address 

this inconsistency, it is proposed 

that paragraph (jA) be amended 

to include this requirement. This 

will ensure consistency of 

treatment between non-bank 

lenders and banks.

This could have an impact on 

most banks, on the basis that 

measures would need to be put in 

place in order to ensure that the

Consistency between 

‘covered persons’ and 

other tax payers

Currently, taxpayers are given 

relief for any provision of doubtful 

debt raised by way of a doubtful 

debt allowance determined in 

terms of paragraph 11(j) or (jA) of 

section 11 of the Act.

Paragraph (jA) applies to certain 

‘covered persons’, while 

paragraph (j) applies to taxpayers 

that do not fall under paragraph 

(jA).

One of the key differences

In brief

The Draft Taxation Laws Amendment Bill, 2020 (DTLAB), published for 

public comment on 31 July 2020, proposes a number of amendments to 

paragraphs (j) and (jA) of section 11 of the Income Tax Act, 1962 (the Act). 

These provisions deal with what is commonly referred to as the ‘doubtful 

debt allowance’.

If these draft amendments are ultimately enacted, they will result in the 

following:

• A change to paragraph (jA) to ensure consistency between ‘covered 

persons’ and other taxpayers; 

• Changes to paragraph (j) to ensure consistency between taxpayers that 

apply IFRS 9 and those that do not; and 

• Changes to both paragraphs to permit taxpayers that apply IFRS 9 for 

financial reporting purposes to claim the allowance in respect of lease 

receivables that have been included in income (currently this allowance 

is not available in respect of any lease receivables).

In detail
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allowance is calculated only in respect of debts that 

will be deductible under paragraphs (a) or (i) of 

section 11 when they become irrecoverable. For 

example, any loss allowance relating to credit cards 

and overdrafts with undrawn amounts will no longer 

qualify for the section 11(jA) allowance. This may 

require certain modifications to systems used by 

banks to calculate the doubtful debt allowance 

appropriately.

Consistency between taxpayers that apply IFRS 9 

and taxpayers that do not apply IFRS 9

Regarding taxpayers that do not apply IFRS 9 to the 

classification of doubtful debts, these taxpayers claim 

allowances according to the number of days that a 

doubtful debt is outstanding in terms of section 11(j). 

Currently, the allowance is calculated on the face 

value of the debt. The draft amendment proposed to 

section 11(j) will require these taxpayers to exclude 

the value of any security backing the debt from the 

calculation of the doubtful debt allowance. Again, this 

is aimed at ensuring consistency between taxpayers 

that apply IFRS 9 and taxpayers that do not.

Certain lease receivables

Lease receivables are specifically excluded from 

paragraphs (j) and (jA) of section 11 (i.e. they do not 

qualify for the doubtful debt allowance). 

Consequently, taxpayers that apply IFRS 9 for 

financial reporting purposes cannot claim the 

doubtful debt allowance in respect of lease 

receivables.

This results in an anomalous situation for taxpayers 

that have lease receivables that have accrued but 

are in arrears. Such taxpayers are unable to claim 

doubtful debt allowances in respect of such lease 

receivables.

In order to address this anomaly, it is proposed that 

section 11(j) be amended to allow taxpayers that 

apply IFRS 9 to claim a doubtful debt allowance in 

respect of lease receivables that have been included 

in income (i.e. that have accrued) and that are in 

arrears.

In closing

The above proposed amendments are draft 

amendments and are subject to change before they 

are enacted. Public comments must be submitted to 

National Treasury on or before 31 August 2020.


