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Value-added tax: the treatment of 
prepaid vouchers 

airtime voucher falls within the ambit 

of section 10(18).

The Law

Section 10(18) deals with vouchers 

that entitle the holder to receive 

unspecified goods or services to the 

extent of the monetary value stated 

on the voucher. Where the goods or 

services to which the person is 

entitled are not specified on the 

voucher, the supply of the voucher is 

disregarded for VAT purposes (i.e. 

the sale of the voucher does not 

trigger a VAT liability, except and to 

the extent that the voucher is 

purchased for a sum exceeding its 

face value).

Section 10(19) deals with vouchers 

that specify the goods or services 

that the holder is entitled to receive 

on redemption. On the basis that the 

goods or services that will be 

supplied or redeemed are known at 

the time the voucher is supplied, 

there is certainty as to what the

Background

The matter in MTN v CSARS 

(79960/2019) concerned the VAT 

treatment of prepaid vouchers (i.e. 

multi-purpose vouchers described as 

‘airtime’ vouchers) issued by MTN. 

Generally, a holder of such a voucher 

is entitled to redeem the voucher for 

an array of services and products, 

available through the MTN mobile 

network, based on the monetary 

value stated on the voucher.

In November 2017, MTN applied to 

SARS for a private binding ruling to 

confirm that its multi-purpose ‘airtime’ 

vouchers fall within the ambit of 

section 10(18) of the Value-Added 

Tax Act, 1991 (‘the VAT Act’). 

However, in April 2019, SARS issued 

a ruling determining that the airtime 

vouchers fell within the ambit of 

section 10(19). 

As a result, MTN sought a 

declaratory order from the High Court 

confirming whether the supply of an 

In brief

The High Court in Johannesburg recently handed down judgment in a 

dispute between MTN Telephone Networks (Pty) Ltd (‘MTN’) and SARS in 

respect of the VAT treatment of prepaid vouchers. The Court held that 

prepaid ‘airtime vouchers’ entitling the holder to receive various products or 

services to the monetary value stated on such voucher must be treated as a 

section 10(19) voucher, resulting in the output tax payable at the time the 

voucher is sold and not when the voucher is redeemed by the holder for 

goods or services.

In detail
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applicable VAT rate would be, and therefore VAT is 

levied on the sale of the voucher. When the voucher is 

subsequently redeemed for goods or services, the 

vendor does not have any further VAT liability.

The main difference between the two provisions is that, 

in the case of the issue of a section 10(18) voucher, no 

VAT is accounted for (the VAT – if applicable – is only 

accounted for on the value of the goods or services 

when the voucher is redeemed), whereas, in the case 

of a section 10(19) voucher, VAT is accounted for on 

the full value of the voucher when it is issued (and no 

VAT is accounted for when the voucher is redeemed 

for goods or services).

Judgement

In considering the application of subsections (18) and 

(19) of the VAT Act to the airtime vouchers issued by 

MTN, the Court was of the view that these vouchers 

could be used to make and receive calls, send 

messages, and use the internet and data. In light of 

this, it held that the ‘airtime’ may be used for multiple 

purposes, but that this did not change the nature of the 

vouchers (i.e. that they were redeemable for specific 

goods or services). Consequently, the Court held that 

the vouchers were not akin to gift vouchers (a means 

of payment for goods or services), but rather fell within 

the ambit of ‘specific goods or services’ as envisaged 

in section 10(19). Consequently, the Court held that 

the VAT should be accounted for at the time the 

voucher was sold.

Takeaway

One important takeaway from the judgment is that the 

Court agreed that the taxpayer correctly applied for a 

declaratory order to contest SARS’ interpretation of the 

VAT Act as contained in the private binding ruling. 

While taxpayers have typically not followed this 

approach to contest SARS interpretations, the 

judgment has made it clear that this course of action is 

available to taxpayers.

The conclusion that the airtime vouchers issued by 

MTN should be classified as section 10(19) vouchers 

and that VAT should be accounted for at the time the 

vouchers are sold gives rise to certain practical 

difficulties.

At the point that such an airtime voucher is sold, the 

nature of the goods or services (and the applicable 

VAT rate) is not known by the issuer of the voucher (in 

this case, MTN). Should the voucher be redeemed for 

goods or services that are not standard rated, this 

could result in an incorrect VAT treatment.

The Court rejected the argument that the MTN airtime 

vouchers are akin to gift vouchers. However, in our 

view, there are similarities between such airtime 

vouchers and gift vouchers. When purchasing a gift 

voucher, the holder is entitled to unspecified goods or 

services on redemption (as is the case with, for 

example, a gift voucher for a clothing store). In these 

circumstances, the gift voucher is treated as a section 

10(18) voucher and regarded as a means of exchange. 

As is the case with the gift vouchers for the clothing store 

in the above example, an airtime voucher issued by MTN 

also entitles the holder, on redemption, to various 

unspecified goods or services offered by MTN. This, in our 

view, is no different from the situation in the case of the gift 

vouchers for a clothing store. It is therefore difficult to 

understand how the airtime vouchers issued by MTN 

should be treated differently from a VAT perspective, to gift 

vouchers for a clothing store.

In light of the judgment, it is important to always consider 

the VAT treatment of gift vouchers that may only be 

redeemed for standard-rated goods or services.

In addition, special consideration should always be given 

to the classification of prepaid vouchers, the way they are 

branded, and the distribution channels used when 

supplying them.


