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New VAT Regulation- 15% VAT and the 
impact on your business 
 
The Minister of Finance (the “Minister”) announced, in the 2018 annual budget, that the 
VAT rate will increase by 1% to 15% with effect from 1 April 2018 (the “effective date”). 
 
Vendors will need to act quickly to ensure compliance. 
 
Specific aspects will need to be addressed so that the transition is carefully planned. 
 
 
System updates 

 System will need to be configured to 
apply the new VAT rate after the 
effective date on sales and revenue.  
This will include secondary systems 
that are used for billing and other 
purposes; 

 A new tax code with the new rate will 
have to be added to the system so that 
VAT on purchases can be claimed 
both at the old and new rate.  There 
may also be a knock on effect on 
financial reporting. 

VAT 201 returns and VAT IT14 SD 
reconciliations 

 The calculation of the output tax may 
need to be done and disclosed at 
different rates;  

 Reconciliations will need to take 
account different VAT rates both on 
sales and purchases; 

 The effect on the apportionment rate 
will need to be determined.  

Time of supply 

 The general rule for time of supply is 
the earlier of when the invoice is 
issued or when payment of the 
consideration is received by the 
supplier. The rate of tax applicable at 
the date upon which the time of 
supply takes place is generally the rate 
that will apply; 

o Periodic or progressive 
supplies that commence prior 
to the effective date and end 
after the effective date, will 
need to be split between the 
new and old rate.   This split 
should be on 'a fair and 
reasonable' basis. 

Anti-avoidance 

 Vendors who seek to take advantage 
of timing anomalies need to be aware 
of an anti-avoidance provision which 
provides that where supplies made 
before and after the effective date, and 
invoices issued or payment made 
prematurely to trigger the time of 
supply before the effective date, are 
deemed to be taxable at the new rate, 
unless it is customary for invoices or 
payments to be issued or made in 
advance. 



Impact of varied rate on 
contractual agreements 

 Where an agreement was concluded 
prior to the VAT rate increase, the 
supplier may recover the new rate of 
VAT from recipients, unless the 
parties agreed otherwise.  

 Whether or not the new rate of VAT is 
recovered from clients, the supplier 
must account for the new rate to the 
South African Revenue Service 
("SARS") as part of the consideration. 

 In the same manner, where the 
consideration is regulated by another 
Act (whether it is fixed, maximum, or 
minimum), the Vendor may recover 
the new rate of VAT. 

Debit and credit notes 

 On the basis that debit and credit 
notes are used to correct or adjust 
supplies historically made, the rate of 
VAT to be used must be the same as 
the rate of VAT applied to the supply 
to which the debit or credit note 
relates. 

Prices advertised or quoted to 
include tax 

 Prices advertised or quoted in respect 
of taxable supplies are deemed to be 
VAT inclusive. Vendors need to be 
mindful of the manner in which their 
prices are advertised. 

Vendors who have not implemented the 
changed rate may suffer financial loss for 
non-compliance, including late payment 
penalties, interest, and potentially 
understatement penalties.  

In order to ensure compliance, contact us. 
Let's have the conversation. 

 
 

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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