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New draft VAT Regulations published - 
Extensive reform for electronic services 

 
Following the announcement in the Budget Review, National Treasury has published the 
draft Regulations and the draft explanatory memorandum to propose amendments to the 
VAT Act prescribing what qualifies as electronic services for VAT purposes. 
 

 
The draft Regulation, if enacted in its 
proposed form, would effectively repeal the 
current Regulation that sets out those 
services that are regarded as "electronic 
services", which includes the provision of 
certain educational services, games and 
games of chance, internet-based auction 
services, e-books, audio-visual content, still 
images, music and various subscription 
services, but excludes services such as 
cloud-computing and software.  
 
It is proposed to extend the scope of 
"electronic services" to include "any services 
supplied by means of an electronic agent, 
electronic communication or the internet 
for a consideration". The result of the 
amendment is so broad that possibly every 
supply of services by means of an electronic 
agent, electronic communication or the 
internet, except telecommunications and 
educational services would fall within the 
ambit of the Draft Regulation and may 
require foreign suppliers to register and 
account for VAT to the South African 
Revenue Service (‘SARS’) where the value of 
the sales exceeds R50 000 (approximately 
$4 300, €3 500 or £3 000) in any 
consecutive 12-month period.  Typical 

examples of services that may now fall 
under electronic services include online 
advertising, supplies of software, 
broadcasting,  training via e-learns and 
monetising electronic agents, electronic 
communication or websites.  
 
South Africa has not implemented any 
Business-to-Business (B2B) and Business-
to-Consumer (B2C) distinction.  This will 
have a significant impact on the compliance 
burden for foreign suppliers who supply 
services electronically into South Africa. 
 
The amendments also propose that 
intermediaries and platforms register as 
vendors and account for the VAT on sales 
made through such platforms provided that 
the platform/intermediary facilitates the 
supply and is responsible for issuing the 
invoice and collection of the payment.  
 
These amendments are proposed to come 
into effect on 1 October 2018.  Public 
comments on the draft Regulation must be 
submitted by 22 March 2018. There is 
therefore a small window of opportunity to 
make representations to limit the impact of 
these changes. 

 

 



 
 

Region  Contact  Telephone  Email  

Cape Town Charles de Wet +27 (21) 529 2377 charles.de.wet@pwc.com 

Gauteng  Lesley O'Connell Xego +27 (11) 797 4524 lesley.oconnell@pwc.com 

Gauteng Louis Carney +27 (11) 797 4715 louis.carney@pwc.com 

Gauteng Dorwin Nyaga +27 (11) 797 5435 d.nyaga@pwc.com 

Cape Town Matthew Besanko +27 (21) 529 2027 m.besanko@pwc.com 

Durban Rodney Govender +27 (31) 271 2082 rodney.govender@pwc.com  
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