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As from 1 January 2001, residents are taxed on their worldwide income.

Resident means
•	 A natural person who is ordinarily resident in South Africa
•	 As from 1 March 2005, a natural person who is physically present in 
	 South 	Africa for at least 92 days in the current and each of the 
	 preceding five tax 	years, and at least 916 days during the five preceding 
	 tax years. These days do not need to be consecutive
•	 A company or trust that is incorporated, established, formed or which 		
	 has its place of effective management in South Africa.
Resident excludes
•	 A natural person, who was previously regarded as a deemed resident, if 		
	 physically absent from South Africa for a continuous period of at least 
	 330 days from the date of departure
•	 A person who is deemed to be exclusively a resident of another country 
	 for the purposes of the application of any double taxation agreement.
Exemptions
•	 As from 1 March 2020, foreign employment income not exceeding 
	 R1,25 million (previously no limit) is exempt, provided the person spends 		
	 more than 183 days (2020 and 2021 tax years: 117 days), of which at 		
	 least 60 days are continuous, outside of South Africa in any 12 month 		
	 period commencing or ending during that tax year
•	 Foreign pension and social security payments, subject to certain 
	 conditions.
Foreign Dividends
Foreign dividends received from a non-resident company and dividends 
received from a headquarter company are taxable, except if:
•	 the shareholder holds at least 10% of the equity and voting rights of the 
	 distributing company, subject to certain exceptions
•	 the distributing company is listed on the JSE. As from 1 March 2014 		
	 dividends in specie are exempted 
•	 the distributing company is a controlled foreign company (CFC) and 
	 the 	dividends do not exceed amounts deemed to be the resident 
	 shareholder’s income under the CFC rules
•	 foreign dividends declared by one company to another company resident 
	 in the same country.
For years of assessment commencing on or after 1 March 2017, any other 
taxable foreign dividends are subject to a formula whereby the maximum 
rate of taxation is 20% (previously 15%) subject to a reduction in terms of a 
double taxation agreement.
A resident is entitled to a credit calculated in accordance with a formula, for 
any withholding tax paid in respect of a foreign dividend that is included in 
gross income, provided such dividend is not fully exempt. 
As from 1 April 2012, no deduction is allowed for expenditure, including 
interest, incurred in the production of foreign dividends.
Controlled Foreign Companies
A CFC is a non-resident company in which residents, other than a 
headquarter company, directly or indirectly own or control more than 50% of 
the participation or voting rights or is consolidated in terms of IFRS 10.

RESIDENCE BASED TAXATION
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•	 A resident must include in his income:

	                                       Resident’s participation rights in the CFC

	                                        Total participation rights in the CFC
•	 The net income of a CFC should be calculated according to South 		
	 African tax principles. If the calculation results in a loss, the deductions 		
	 are limited to income and the excess is carried forward.
  Exemptions
•	 The net income, including capital gains, of the CFC that is derived from 		
	 an active bona fide foreign business establishment situated outside 
	 South Africa, subject to certain exclusions
•	 Income of the CFC otherwise taxed in South Africa at normal rates
•	 Foreign dividends received by the CFC from another CFC to the extent 		
	 that the income from which the dividend is declared has already been 		
	 included in the resident’s taxable income under the CFC rules
•	 Net income attributable to interest, royalties or similar income payable 		
	 to the CFC by other foreign companies forming part of the same group
•	 The high tax exemption applies where the aggregate of foreign taxes 
	 payable by the CFC, for years of assessment commencing on or after 
	 1 	January 2020, is at least 67.5% (previously 75%) of the amount of 		
	 South African tax that would have been imposed had the CFC been a 		
	 South African taxpayer.
Relief from Foreign Taxes
•	 Where a resident has to include in his taxable income any foreign 		
	 sourced income or capital gain, the proportionate amount of the net 
	 income 	of a CFC, foreign dividends, or other attributable amounts, a 
	 rebate in respect of any foreign taxes paid or payable in respect of such 
	 amount to a foreign government is allowed
•	 The rebate is limited to the foreign tax payable and may not exceed:

	                                                          Taxable foreign income

                                                                       Total taxable income
•	 If the foreign tax paid exceeds the limit set out above, the excess may be 
	 carried forward for a maximum of seven years, but is not refundable
•	 As from 1 January 2012, foreign taxes withheld on income arising from 
	 services rendered in South Africa may be claimed as a rebate. For years 
	 of assessment commencing on or after 1 January 2016 this is no longer 
	 available
•	 Tax withheld in a foreign country in respect of South African sourced 
	 income is recognised as a deduction against such income, not as a 
	 rebate against South African tax payable on that income.
General
•	 A loss incurred in carrying on a business outside South Africa may not be 	
	 set-off against income in South Africa
•	 A foreign capital loss may be set off against a local capital gain
•	 The amount of foreign tax payable must be converted to rands at the 
	 last day of the tax year by applying the average exchange rate
•	 Foreign income is converted to rands by applying the spot exchange 
	 rate at the date the income accrues. Natural persons and non-trading 
	 trusts may elect to apply the average exchange rate for that tax year
•	 Where foreign income may not be remitted because of restrictions 		
	 imposed by the source country, such income is included in the resident’s 		
	 gross income in the tax year during which that income may be remitted 
	 to South Africa.

Net income of CFC  x

Total South African normal tax   x
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AGREEMENTSDOUBLE TAXATION
Double taxation arises where two countries have a taxing right on the same 
amount. South Africa negotiated double taxation agreements with various 
countries around the world. The purpose of these agreements is to eliminate 
double taxation. The double taxation agreements are available on 
www.sars.gov.za 

Interest
Interest received by or accrued to a non-resident is exempt from normal tax, 
unless the individual was physically present in South Africa for a period of 
more than 183 days in aggregate or carried on business through a permanent 
establishment in South Africa at any time during the prior 12 month period. 
As from 1 March 2015, where this exemption is applicable, a final withholding 
tax of 15% is imposed on interest paid to a non-resident, subject to a  
reduction in the rate in terms of a double taxation agreement.
Dividends
As from 22 February 2017, Dividends Tax is payable at a rate of 20% 
(previously 15%), subject to a reduction in the rate in terms of a double 
taxation agreement. Prior to 1 April 2012, dividends were subject to 
Secondary Tax on Companies.
Royalties
As from 1 January 2015, a final withholding tax of 15% (previously 12%) is 
imposed on royalties paid to a non-resident, subject to a reduction in the rate 
in terms of a double taxation agreement.
Residents require Government and SARB approval for royalty payments to 
a non-resident.
Service Fees
There is no withholding tax on cross-border consultancy, management and 
technical fees from a South African source.
Other Income
Non-residents are taxed on South African sourced income only.
Payment to Non-Resident Sportspersons and Entertainers
A withholding tax of 15% is imposed on non-resident sportspersons and 
entertainers on income earned in South Africa.

TAXATION OF NON-RESIDENTS

As from 1 March 2015, a final withholding tax of 15% is imposed on interest 
paid to a non-resident from a South African source, subject to a reduction 
in the rate in terms of a double taxation agreement, on the date it is paid or 
becomes due and payable, except interest:
•	 payable by any sphere of the South African Government
•	 arising on any listed debt instrument
•	 arising on any debt owed by a bank, the DBSA, the IDC or the SARB
•	 payable by a headquarter company where transfer pricing does not apply 
•	 accruing to a non-resident natural person who was physically present in 
	 South Africa for a period exceeding 183 days in aggregate, during that 
	 year, or carried on a business through a permanent establishment situated 
	 in South Africa at any time during the prior 12 month period 
•	 payable by a local stockbroker to a non-resident.
The person paying the interest has a withholding obligation, unless he is 
in possession of a written declaration and undertaking confirming that the 
recipient is either entitled to an exemption or to double taxation relief and that 
the recipient will inform the person of any change in circumstances.

WITHHOLDING TAX ON INTEREST
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WITHHOLDING TAX ON ROYALTIES

As from 1 January 2015, a final withholding tax of 15% (previously 12%) is 
imposed on royalties paid to a non-resident from a South African source, 
subject to a reduction in the rate in terms of a double taxation agreement.
Royalties are exempt from the withholding tax if:
•	 the non-resident natural person was physically present in South Africa for 
	 a period exceeding 183 days in aggregate during the 12 month period 
	 preceding the date on which the royalty is paid
•	 the non-resident natural person, company or trust carried on business 
	 through a permanent establishment situated in South Africa during the 
	 12 month period preceding the date on which the royalty is paid
•	 the royalty is paid by a headquarter company and the intellectual 
	 property is sub-licenced to one or more of the foreign companies in 
	 which the headquarter company holds at least 10% of the equity and 
	 voting rights.
The person paying the royalty has a withholding obligation, unless he is 
in possession of a written declaration and undertaking confirming that the 
recipient is either entitled to an exemption or to double taxation relief and that 
the recipient will inform the person of any change in circumstances.

DEDUCTION ROYALTY TO NON-RESIDENTS
As from 1 January 2009, no deduction is allowed in respect of royalty 
payments to non-residents if:
•	 the intellectual property was at any time wholly or partly owned by the 
	 taxpayer or another South African resident, or
•	 the intellectual property was developed by the taxpayer or a connected 
	 person who is a resident.
If the royalty is subject to a withholding tax at a rate of 10% then a deduction 
of one-third of the royalty is allowed.
If the royalty is subject to a withholding tax at a rate of 15% then a deduction 
of half of the royalty is allowed.

The headquarter company rules apply for years of assessment commencing 
on or after 1 January 2011 and provide for several benefits, including:
•	 its subsidiaries are not treated as controlled foreign companies
•	 dividends are not subject to Dividends Tax
•	 no application of thin capitalisation or transfer pricing rules in the case of 
	 back-to-back cross-border loans
•	 exemption from the withholding tax on interest in respect of back-to-back 	
	 loans.
As from 1 January 2011, a special regional investment fund rule is applicable. 
Qualifying foreign investors will be regarded as passive investors with no 
exposure to South African tax when using a South African portfolio manager.
A company may elect to be treated as a headquarter company on an annual 
basis. This election results in the company ceasing to be South African tax 
resident but liable for exit taxes such as Capital Gains Tax, Dividends Tax 
and normal income tax.

HEADQUARTER COMPANY
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Double taxation agreements provide for relief in respect of royalties, dividends and 
interest withholding taxes.  

Algeria	 10	 10/15	 10
Australia	 5	 5/15	 10
Austria	 0	 5/15	 0
Belarus	 5/10	 5/15	 5/10	
Belgium	 0	 5/15	 10
Botswana	 10	 10/15	 10
Brazil	 10/15	 10/15	 15
Bulgaria	 5/10	 5/15	 5
Cameroon	 10	 10/15	 10
Canada	 6/10	 5/15	 10
Chile	 5/10	 5/15	 5/15
Croatia	 5	 5/10	 0
Cyprus	 0	 5/10	 0
Czech Republic	 10	 5/15	 0
Democratic Republic of Congo	 10	 5/15	 10
Denmark	 0	 5/15	 0
Egypt	 15	 15	 12
Ethiopia	 15	 10	 8
Finland	 0	 5/15	 0
France	 0	 5/15	 0
Germany	 0	 7,5/15	 10
Ghana	 10	 5/15	 5/10
Greece	 5/7	 5/15	 8
Hong Kong	 5	 5/10	 0/10
Hungary	 0	 5/15	 0
India	 10	 10	 10
Indonesia	 10	 10/15	 10
Iran	 10	 10	 5
Ireland	 0	 5/10	 0	
Israel	 0/15	 20	 15
Italy	 6	 5/15	 10
Japan	 10	 5/15	 10
Kenya	 10	 10	 10
Korea	 10	 5/15	 10
Kuwait	 10	 0	 0
Lesotho	 10	 10/15	 10
Luxembourg	 0	 5/15	 0 
Malawi	 0/15	 15	 10
Malaysia	 5	 5/10	 10
Malta	 10	 5/10	 10
Mauritius	 5	 5/10	 0/10
Mexico	 10	 5/10	 10
Mozambique	 5	 8/15	 8
Namibia	 10	 5/15	 10
Netherlands	 0	 5/10	 0

WITHHOLDING TAXES SUMMARY
DOUBLE TAXATION AGREEMENTS

Treaty Countries

                              		

Non-Treaty Countries                    15		 20	 15

	 Royalties % Interest %Dividends %
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Notes
1	 A number of double taxation agreements provide for alternative rates, 
	 including zero, to be applied in specific circumstances. The double 
	 taxation agreements are available on www.sars.gov.za
2	 As from 1 January 2015, the withholding tax rate on royalties changed 		
	 from 12% to 15%.
3	 As from 1 March 2015, a withholding tax on interest paid to non-residents 		
	 is imposed at a rate of 15%.
4	 As from 22 February 2017, the withholding tax rate on dividends changed 		
	 from 15% to 20%.
5	 New comprehensive double taxation agreements are in the process of 		
	 negotiation with, Gabon, Grenada, Senegal and Sudan.
6	 Existing comprehensive double taxation agreements are in the process of 
	 renegotiation with Germany, Malawi and Zambia.
7	 Tax information exchange agreements are currently in place with 		
	 Argentina, Bahamas, Barbados, Belize, Bermuda, Cayman Islands, 
	 Cook Islands, Costa Rica, Dominica Gibraltar, Grenada, Guernsey, Jersey, 	
		 Liberia, Liechtenstein, Monaco, Samoa, San Marino, St. Kitts and Nevis, 		
	 Turks and Caicos Islands, and Uruguay.
8	 New tax information exchange agreements are in the process of 		
	 negotiation with Andorra, Brunei Darussalam, Isle of Man, Jamaica, 
	 Macao 	SAR, Maldives, Marshall Islands, Panama and St. Lucia.

	
New Zealand	 10	 5/15	 10
Nigeria	 7,5	 7,5/10	 7,5
Norway	 0	 5/15	 0
Oman	 8	 5/10	 0
Pakistan	 10	 10/15	 10
Peoples Republic of China	 7/10	 5	 10
Poland	 10	 5/15	 10
Portugal	 10	 10/15	 10
Qatar	 5	 0/5/10	 10
Romania	 15	 15	 15
Russian Federation	 0	 10/15	 10
Rwanda	 10	 10/20	 10
Saudi Arabia	 10	 5/10	 5
Seychelles	 0	 5/10	 0
Sierra Leone	 15	 15	 0
Singapore	 5	 5/10	 7,5
Slovak Republic	 10	 5/15	 0
Spain	 5	 5/15	 5
Swaziland	 10	 10/15	 10
Sweden	 0	 5/15	 0
Switzerland	 0	 5/15	 5
Taiwan	 10	 5/15	 10
Tanzania	 10	 10/20	 10
Thailand	 15	 10/15	 10/15
Tunisia	 10	 10	 5/12
Turkey	 10	 10/15	 10
Uganda	 10	 10/15	 10
Ukraine	 10	 5/15	 10
United Arab Emirates	 10	 5/10	 10
United Kingdom	 0	 5/10/15	 0
United States of America	 0	 5/15	 0
Zambia	 0/15	 15	 0/15
Zimbabwe	 10	 5/10	 0/5

	 Royalties %	 Dividends %	 Interest %
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COMMON REPORTING STANDARD

For years of assessment commencing on or after 1 January 2016, the 
ultimate parent company of a multinational enterprise (MNE) group that is a 
tax resident in South Africa is required to file a country-by-country report to 
SARS within 12 months of the year-end. The threshold for reporting to SARS 
is a consolidated MNE group turnover of at least R10 billion in the fiscal 
year prior to the year in which the report must be submitted. The first report 
should have been filed from 28 February 2018.
Where the ultimate parent company is not tax resident in South Africa, the 
South African tax resident company which forms part of the MNE group 
must inform SARS of the identity and tax residency of the reporting entity 
within 12 months. 

COUNTRY-BY-COUNTRY REPORTING

The common reporting standard is a process which allows for financial 
account information to be obtained from financial institutions and 
automatically exchanged with other tax jurisdictions on an annual basis. 
The financial institutions required to report include banks, brokers, asset 
managers, private equity funds and long-term insurers.
The information in respect of reportable accounts include the person’s 
particulars such as name, address, tax reference number, place of birth 
and account number, as well as financial information such as account 
balances and income from interest, dividends, certain insurance products 
and proceeds from the sale of financial assets.
Reportable accounts include accounts held by individuals, entities (including 
trusts, partnerships and foundations) and passive entities. 
First Exchanges - September 2017, 2018, 2019 and 2020
Andorra, Anguilla, Antigua and Barbuda, Argentina, Aruba, Australia, Austria, 
Azerbaijan, Bahamas, Bahrain, Barbados, Belgium, Belize, Bermuda, Brazil, 
British Virgin Islands, Brunei Darussalam, Bulgaria, Canada, Cayman Island, Chile, 
China, Colombia, Cook Islands, Costa Rica, Croatia, Curacao, Cypress, Czech 
Republic, Denmark, Dominica, Estonia, Faroe Islands, Finland, France, Germany, 
Ghana, Gibraltar, Greece, Greenland, Grenada, Guernsey, Hong Kong, Hungary, 
Iceland, India, Indonesia , Ireland, Isle of Man, Israel, Italy, Japan, Jersey, Korea, 
Kuwait, Latvia, Lebanon, Liechtenstein, Lithuania, Luxembourg, Macao SAR, 
Malaysia, Malta, Marshall Islands, Mauritius, Mexico, Monaco, Montserrat, Nauru, 
Netherlands, New Zealand, Nigeria, Niue, Norway, Oman, Pakistan, Panama, Peru, 
Poland, Portugal, Qatar, Romania, Russia, Samoa, San Marino, Saudi Arabia, 
Seychelles, Singapore, Sint Maarten, Slovak Republic, Slovenia, South Africa, 
Spain, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadines, Sweden, 
Switzerland, Trinidad and Tobago, Turkey, Turks and Caicos Islands, United Arab 
Emirates, United Kingdom, Uruguay and Vanuatu.
First Exchanges - September 2021, 2022 and 2023
Albania, Ecuador, Georgia, Jordan, Kazakhstan, Kenya, Maldives, Montenegro, 
Morocco and Thailand.
Developing Countries - no date set for first exchange
Armenia, Benin, Bosnia and Herzegovina, Botswana, Burkina Faso, Cape Verde, 
Cambodia, Cameroon, Chad, Côte d’Ivoire, Djibouti, Dominican Republic, Egypt, 
El Salvador, Eswatini, Gabon, Guatemala, Guinea, Guyana, Haiti, Honduras, 
Jamaica, Lesotho, Liberia, Madagascar, Mali, Mauritania, Moldova, Mongolia, 
Namibia, Niger, North Macedonia, Palau, Papua New Guinea, Paraguay, 
Philippines, Rwanda, Senegal, Serbia, Tanzania, Togo, Tunisia, Uganda, Ukraine 
and Vietnam
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TRANSFER PRICING
For years of assessment commencing on or after 1 October 2016, entities 
which enter into cross-border transactions with connected persons, and the 
value of the transactions exceed or are reasonably expected to exceed 
R100 million, are required to maintain transfer pricing policy documentation.
Transfer pricing policy documentation, as required by SARS, includes: 
	 •	 a description of the ownership structure of the entities
	 •	 detailed particulars (name, address, legal form and tax jurisdiction) of 
		  each connected person with whom potentially affected transactions 
		  have been entered into
	 •	 a summary of the entity’s business operation including the nature 
		  of its business, specific business and external market conditions, 
		  and it’s business strategy
	 •	 details of senior management, including an organogram indicating the 
		  titles and location of persons
	 •	 major economic and legal issues affecting the profitability of the entity 
		  and/or the industry in which the entity operates
	 •	 a description of any business restructuring or transfer of intangibles
	 •	 the entity’s market share within the industry and analysis of market 
		  competitor information
	 •	 key value drivers 
	 •	 industry policy, incentives or restrictions
	 •	 the role of the entity and the connected persons in the supply chain 
		  of the group.
Where the value of a specific transaction exceeds R5 million, detailed records 
of the transaction must be maintained, including:
	 •	 the nature and terms of the transaction
	 •	 copies of the relevant contracts or agreements 
	 •	 relevant SARB applications or approvals
	 •	 functional analysis
	 •	 operational flows such as information, product and cash flow
	 •	 comparable analysis
	 •	 comprehensive details of financial assistance.
Where a connected person retains these documents in the ordinary course of 
business, the entity will be deemed to comply with the requirement to retain 
such documentation.
Where the volume of transactions are high, SARS may agree to alternative 
records that the entity must retain in order to satisfy the arm’s length 
requirement. The documents have to be submitted with the annual tax return.

Upon receipt of the report the revenue authority in that tax jurisdiction will 
then automatically exchange such information with the other tax jurisdictions. 
The report will contain extensive information in respect of transactions 
between the group entities and includes: 
	 •	 revenue
	 •	 profit/loss before income tax
	 •	 income tax paid or accrued
	 •	 stated capital and accumulated earnings
	 •	 number of employees
	 •	 tangible assets, other than cash or cash equivalents.
The information obtained in the report will be utilised by SARS to assess 
high-level transfer pricing risks. The report is due within 12 months of the 
last day of the reporting fiscal year of the MNE group. 
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On Immovable Property (on or after 1 March 2020)
Payable by natural persons and legal entities:

TRANSFER DUTY

 •		 No transfer duty is payable if the transaction is subject to VAT
 •	 If a registered vendor purchases property from a non-vendor, the notional 
	 input tax credit is limited to the VAT fraction (15/115) (prior to 1 April 2018: 
	 14/114) applied to the lower of the selling price or the open market value. 	
	 As from 10 January 2012, the notional input tax credit is no longer limited 
	 to the transfer duty paid
 •	 A notional input tax credit is only claimable to the extent the purchase price 
	 has been paid and the property transferred
 •	 Exemptions apply to certain corporate restructure transactions
 •	 The acquisition of a contingent right in a trust that holds a residential 
	 property or the shares in a company or the member’s interest in a close 
	 corporation, which owns residential property comprising more than 50% 
	 of its CGT assets, is subject to transfer duty at the applicable rate
 •	 Liabilities of the entity are to be disregarded when calculating the fair	
	 value of the contingent right in the trust, the shares in the company or 
	 the member’s interest in the close corporation
 •	 Residential property includes dwellings, holiday homes, apartments and 
	 similar abodes, improved and unimproved, zoned for residential purposes. 
	 It excludes a structure of five or more units, rented by five or more 
	 unconnected persons. It excludes immovable property forming part 
	 of the enterprise of a VAT vendor.

The above dates are applicable to Standard Bank. Banks do not always adjust 
their rates on the same day.

RATESPRIME OVERDRAFT
	 Rate		 Rate
Date of change	 %	 Date of change	 %

24 July 2015	 9,50
20 November 2015	 9,75
29 January 2016	 10,25
18 March 2016	 10,50
21 July 2017	 10,25
29 March 2018	 10,00
23 November 2018	 10,25
19 July 2019	 10,00
16 January 2020	 9,75
20 March 2020	 8,75
15 April 2020	 7,75
22 May 2020	 7,25
24 July 2020	 7,00

13 June 2008	 15,50
12 December 2008	 15,00
01 February 2009	 14,00
25 March 2009	 13,00
04 May 2009	 12,00
29 May 2009	 11,00
14 August 2009	 10,50
26 March 2010	 10,00
10 September 2010	 9,50
19 November 2010	 9,00
31 July 2012	 8,50
31 January 2014	 9,00
31 July 2014	 9,25

	 Property value	 Rates of tax

R                0 - R  1 000 000			   Nil

R  1 000 001 - R  1 375 000			   3%   	 on the value above 	 R   1 000 000

R  1 375 001 - R  1 925 000	 R     11 250 	+	6%   	 on the value above 	 R   1 375 000

R  1 925 001 - R  2 475 000	 R     44 250 	+	8%   	 on the value above 	 R   1 925 000

R  2 475 001 - R11 000 000	 R     88 250 	+ 	11%  	on the value above 	 R   2 475 000

R11 000 001 +	 R1 026 000 	+ 	13% 	 on the value above  	R 11 000 000
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The following table reflects repayments on every R1 000 borrowed.
Example: A bond of R800 000 at 10,5% over a 20 year period
R800 000 ÷ R1 000 x 09,98 = R7 984.00 a month over the 20 year period.

	 Mortgage Bonds	      Short Term Financing
Rate	 10 Yrs	 20 Yrs	 25 Yrs	 30 Yrs	 36 Months	 48 Months	 60 Months

07,0%	 11,61	 07,75	 07,07	 06,65	 30,88	 23,95	 19,08
07,5%	 11,87	 08,06	 07,39	 06,99	 31,11	 24,18	 20,04
08,0%	 12,13	 08,36	 07,72	 07,34	 31,34	 24,41	 20,28
08,5%	 12,40	 08,68	 08,05	 07,69	 31,57	 24,65	 20,52
09,0%	 12,67	 09,00	 08,39	 08,05	 31,80	 24,89	 20,76
09,5%	 12,94	 09,32	 08,74	 08,41	 32,03	 25,12	 21,00
10,0%	 13,22	 09,65	 09,09	 08,78	 32,27	 25,36	 21,25
10,5%	 13,49	 09,98	 09,44	 09,15	 32,50	 25,60	 21,49
11,0%	 13,78	 10,32	 09,80	 09,52	 32,74	 25,85	 21,74
11,5%	 14,06	 10,66	 10,16	 09,90	 32,98	 26,09	 21,99
12,0%	 14,35	 11,01	 10,53	 10.29	 33,21	 26,33	 22,24
12,5%	 14,64	 11,36	 10,90	 10,67	 33,45	 26,58	 22,50
13,0%	 14,93	 11,72	 11,28	 11,06	 33,69	 26,83	 22,75
13,5%	 15,23	 12,07	 11,66	 11,45	 33,94	 27,08	 23,01
14,0%	 15,53	 12,44	 12,04	 11,85	 34,18	 27,33	 23,27
14,5%	 15,83	 12,80	 12,42	 12,25	 34,42	 27,58	 23,53
15,0%	 16,13	 13,17	 12,81	 12,64	 34,67	 27,83	 23,79
15,5%	 16,44	 13,54	 13,20	 13,05	 34,91	 28,08	 24,05
16,0%	 16,75	 13,91	 13,59	 13,45	 35,16	 28,34	 24,32
16,5%	 17,60	 14,29	 13,98	 13,85	 35,40	 28,60	 24,58

BOND/INSTALMENT SALE REPAYMENTS

	Type	 Reason	 Basis of charge

		Provisional	 1st and 2nd 	 10% penalty plus interest charged daily from
		tax	 payment late	 due date to date of payment

		Provisional	 3rd payment 	 Interest charged daily from effective date to	
		tax	 late	 earlier of payment date or assessment date. 	
				  Effective date is six months after year-end,
				  except in the case of February year-ends,
				  where the effective date is 30 September

		Provisional	 Overpayment	 Interest credited daily from effective date to
		tax		  date of refund

		Assessment	 Late payment	 Interest charged on each completed month
				  from first due date to date of payment

		Value-Added Tax	 Late payment	 10% penalty plus interest charged daily from 	
		(VAT)		  due date to date of payment

		Value-Added Tax	 Refund	 Interest credited monthly from 21 business
		(VAT)		  days after receipt of return to date of payment. 
				  Period is suspended when vendor fails to 	
				  provide information or update banking details

		Employees	 Late payment	 10% penalty plus interest charged daily from
		tax (PAYE)		  due date to date of payment

		Skills Development	 Late payment	 10% penalty plus interest charged daily from
		Levy (SDL)		  due date to date of payment

		Unemployment 	 Late payment	 10% penalty plus interest charged daily from 
		Insurance Fund (UIF)		  due date to date of payment

PENALTIES AND INTEREST
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Prescribed rate - Late payment of assessed tax, provisional tax, VAT and 
underpayment of provisional tax; refund of VAT after prescribed period, refund 
on successful objection, appeal or conceded appeal
Date of change	 Rate %
1 March 2019	 10,25
1 November 2019	 10,00
1 May 2020	 9,75
1 July 2020	 7,75
1 September 2020	 7,25
1 November 2020	 7,00
All payments are first set-off against penalties, then interest and finally tax.
Prescribed rate - Refund of overpayment of provisional tax
Date of change	 Rate %
1 March 2019	 6,25
1 November 2019	 6,00
1 May 2020	 5,75
1 July 2020	 3,75
1 September 2020	 3,25
1 November 2020	 3,00
Interest on overpayment of provisional tax is only payable if taxable income 
exceeds R50 000 (individuals and trusts), R20 000 (companies and close 
corporations) or the refund exceeds R10 000, regardless of taxable income.
Official rate - Fringe benefits, loans to shareholders, loans to trusts and to 
companies held by trusts
Date of change	 Rate %
1 December 2018	 7,75
1 August 2019	 7,50
1 February 2020	 7,25
1 April 2020	 6,25
1 May 2020	 5,25
1 June 2020	 4,75
1 August 2020	 4,50
As from 1 March 2011, the official rate is equal to the South African repurchase rate 
plus 100 basis points.

INTEREST RATES CHANGES

The National Credit Act does not apply to large agreements as defined, or to 
credit agreements where the consumer is a juristic person with a turnover above 
a defined threshold, the state or an organ of the state, or where the lender is the 
South African Reserve Bank or a foreigner.

NATIONAL CREDIT ACT
The maximum lending rates of interest are calculated as follows:
  Mortgage agreements	 {(Repo rate x 2.2) + 5%} per year
 Credit facilities	 {(Repo rate x 2.2) + 10%} per year
 Unsecured credit transactions	 {(Repo rate x 2.2) + 20%} per year
 Short term credit transactions	 5% per month
 Other credit agreements	 {(Repo rate x 2.2) + 10%} per year
 Incidental credit agreements	 2% per month

As from 1 April 2001, the Skills Development Levy is payable by employers at a 
rate of 1% (previously 0,5%) of remuneration.
As from 1 August 2005, employers paying annual remuneration of less than 
R500 000 are exempt from this levy.
Directors remuneration, on the same basis as for PAYE, will be subject to the Skills 
Development Levy.

SKILLS DEVELOPMENT LEVY
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Farming income is subject to the provisions of the First Schedule to the 
Income Tax Act.  

Summary of the First Schedule’s Main Paragraphs

Rating Formula Applicable to Farmers
Because a farmer’s income fluctuates from year to year, a farmer who is a 
natural person may elect to be taxed in accordance with a rating formula. 
The formula is based on the average taxable farming income in the current 
and preceding four years. Should he elect to make use of this formula, it 
is binding upon him in future years and he is not permitted to make use of 
the provisions relating to government livestock reduction schemes, rating 
formula for plantation farmers and provisions relating to sugar cane farmers.
For a farmer commencing farming operations the average taxable income 
from farming in the first year of assessment ending on or after 1 January 
2008 will be two-thirds of the taxable income for that period.

Capital Development Expenditure
The following items of capital expenditure, incurred during a year of 
assessment, are deductible against farming income:
•	 expenditure which is not restricted to taxable income from farming:
	 -	 eradication of noxious weeds and invasive alien vegetation and 
		  prevention of soil erosion
•	 expenditure which is restricted to taxable income from farming:
	 -	 dipping tanks, building of roads and bridges for farming operations
	 - 	 dams, irrigation schemes, boreholes, pumping plants and fences
	 - 	 additions, erection of, extensions and improvements to farm buildings 
		  not used for domestic purposes 
	 -	 costs of establishing the area for the planting of trees, shrubs and 
		  perennial plants 	
	 -	 carrying of electric power from main power lines to farm machinery 		
		  and equipment.
The excess expenditure over taxable income from farming is carried forward 
to the next year of assessment.
Machinery, implements, utensils and articles for farming purposes are written 
off over three years on a 50/30/20 basis.  This does not apply to motor 
vehicles used to convey passengers, caravans, aircraft (excluding crop- 
spraying aircraft) or office furniture and equipment. Normal wear and tear 
may be claimed on these items.

Non-Farming Income
Income from non-farming sources should be shown separately. The most
common examples of non-farming income include:
•	  income derived from carrying on a trade other than farming
•	  rental income from farmland
•	  interest received
•	  annuities.

14 – 16	 Plantation farming
17	 Sugar cane destroyed by 
	 fire
19	 Rating formula for farmers 
	 (who are natural persons)
20	 Expropriation of farming
	 land

2 – 5 & 9	 Valuation of livestock and produce
6 – 7	 Election of standard values
8	 Ring-fencing of livestock acquisitions
11	 Donations and in specie dividends
12	 Capital development expenditure
13	 Forced sales and drought relief
	 provisions

TAXATION OF FARMING INCOME
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Foreign Capital Allowance
Individuals, 18 years and older, in good standing with SARS, can invest up 
to a limit of R10 million (prior to 1 April 2015 : R4 million) per calendar year 
abroad, subject to obtaining a tax compliance status PIN. 
Income accruing thereon may also be retained abroad.
Applications in excess of R10 million are considered on a case by case basis.
Single Discretionary Allowance
Individuals 18 years and older are permitted to transfer up to a limit of   
R1 million (2010 : R750 000) per calendar year (without the requirement to 
obtain a tax clearance certificate) which can be used to cover donations to 
missionaries, maintenance, gifts (except gold and jewellery), loans, travel, 
study, alimony and child support, wedding expenses and foreign investment.
Proof of these transactions should be retained. 
Applications in excess of R1 million are considered on a case by case basis. 
Individuals, younger than 18 years, are limited to a travel allowance of 
R200 000 (2010 : R160 000) per calendar year.
Foreign currency for travel purposes may only be obtained within 60 days 
prior to departure.
Unused foreign currency must be resold within 30 days to an authorised 
dealer except where the next business trip is within 90 days. 
Directors Fees
Subject to certain conditions and documentation, no limit is applicable to 
directors fees paid to non-residents. 
Guarantees by Residents for Foreign Liabilities
Individuals may raise loans abroad to finance the acquisition of foreign 
assets without recourse to South Africa. Under no circumstances may local 
guarantees or suretyships be issued or South African assets be encumbered.
Emigrants
Where the foreign capital allowance has not been fully utilised, emigrants are 
permitted to increase the allowance up to:
•	 R20 million (2015 : R8 million) per calendar year per family unit
•	 R10 million (2015 : R4 million) per calendar year per single emigrant
Household and personal and other effects (excluding coins which are legal 
tender in South Africa) may be exported within an overall insured value of 
R2 million per family unit or single emigrant.
Donations or gifts in excess of R100 000 received within three years or 
capital distributions from an inter vivos trusts within three years, prior to the 
date of emigration will be deducted from the foreign capital allowance. 
Remittable Income to Emigrants
Certain forms of income earned by an emigrant on his remaining South 
African assets are freely remittable abroad, after providing for tax.
Krugerrands and Cash
In addition to the single discretionary allowance residence may:
•	 export Krugerrands up to an amount R30 000 as gifts to 
	 non-residents subject to the completion of the prescribed SARS form.
•	 take up to R25 000 per person in South African currency for visits outside 	
	 the common monetary area.
Residents Temporarily Abroad
Remuneration earned whilst physically working abroad can be retained 
offshore. Residents temporarily abroad may use the single discretionary and 
foreign capital allowances without returning to South Africa. Income from 
pension and retirement annuity funds may be transferred abroad.

EXCHANGE CONTROL REGULATIONS
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Inheritances
Non-residents are entitled to transfer their inheritance from resident estates 
abroad, subject to certain documentary requirements. Former South African 
residents must have completed emigration formalities to qualify. 
Residents are not required to declare inheritances from bona fide foreign 
estates that accrued after 17 March 1998 and may retain the capital and 
income generated from such assets abroad. 
Foreign assets inherited by a resident from the estate of a South African 
resident must be declared and can be retained abroad provided the original 
owner of such assets has complied with the regulations and will not be 
placed at the disposal of other South African residents. 
Payments by Credit or Debit Cards
Residents can make permissible foreign exchange payments for small 
transactions up to a limit of R50 000 per transaction using their credit or 
debit card, subject to the single discretionary allowance limit. 
Foreign Bank Accounts
Individuals may utilise a foreign bank account for travel expenses, foreign 
investment, legitimate foreign earned income and foreign inheritances.
Foreign Investments in South Africa
Non-residents may freely invest in South Africa provided that such 
transactions are concluded at arm’s length. The proceeds on disposal of 
non-resident owned assets to a non-resident must be repatriated to South 
Africa. The proceeds on disposal to a resident requires prior approval from 
SARB. Interest and dividends are also freely remittable. Loans by non-
residents to South African residents are subject to specific criteria. 
Outbound Investments by Companies
Certain commercial banks may approve investments up to R1 billion 
(2015 : R500 million) per calendar year. Approval from SARB is required for 
foreign direct investments exceeding this limit. 
Dividends declared by the offshore subsidiary may be retained abroad.
Net proceeds on the sale of a foreign investment must be repatriated.
Restrictions on Local Financial Assistance
Local financial assistance subject to the 1:1 ratio is available to non-
residents if the borrowing is required for the acquisition of residential 
property in South Africa.
Forward Cover
South African companies may cover forward up to 75% of budgeted import 
commitments or export accruals in respect of the following financial year, 
subject to certain conditions.
Loop Structures
As from 1 January 2021, the restriction of loop structures in relation to 
resident individuals, companies and private equity funds has been lifted. 
The previous regulations permitted a maximum investment of 40% of the 
equity and/or voting rights in a non-resident company. The change in the 
regulations removes this 40% restriction. However, approval must still 
be sought from SARB through the resident’s authorised dealer. Existing 
unauthorised loop structures (created prior to 1 January 2021 or where the 
40% threshold was exceeded) must still be regularised with SARB.
Withdrawal of lump sums from retirement funds 
As from 1 March 2021, lump sum withdrawals can be made prior to 
retirement age where an individual is not a tax resident for an uninterrupted 
period of three years. Prior to such date, pre-retirement lump sum 
withdrawals were only permitted upon exchange control emigration.
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The system provides for three types of supplies:
•	 Standard-rated supplies – supplies of goods or services, at a rate of: 
	 1/04/2018	 7/04/1993	 30/09/1991
	 15%	 14%	 10%
•	 Exempt supplies – supplies of certain goods or services not subject to 
	 VAT. Persons making only exempt supplies are not entitled to input credits
•	 Zero-rated supplies – supplies of certain goods or services subject to 
	 VAT at zero per cent. Vendors making zero-rated supplies are entitled to 
	 input credits. Zero-rated supplies include certain basic food items, export 
	 sales and services (subject to specific requirements) and the supply of 
	 a going concern. Supplies from South Africa to a customs controlled area 
	 or a special economic zone will be treated as exports. 
Where a vendor makes mixed supplies of standard or zero-rated supplies 
together with exempt supplies the input credits are apportioned. Input credits 
on direct and indirect expenses relating to exempt supplies cannot be claimed.
Input credits may in general not be claimed in respect of motor vehicles 
(including double-cabs) and entertainment.
All fee-based financial services are subject to VAT with the exception of:
•	 premiums payable in respect of life policies issued in terms of the 
	 Long-term Insurance Act and contributions to pension, provident, 
	 retirement annuity and medical aid funds 
•	 buying or selling of derivatives or granting of options.

Registration and other Considerations
A vendor is required to register for VAT if taxable supplies (including the supply 
of electronic services) in any 12 month period exceeds or is likely to exceed 
R1 million. The compulsory registration requirement includes existing or future 
businesses that have a contractual commitment to make taxable supplies 
exceeding R1 million within 12 months.
Where turnover is less than R1 million in a 12 month period, but exceeds 
R50 000, a vendor can register voluntarily.
In the case of commercial rental establishments, the voluntary registration 
threshold is R120 000 (prior to 1 April 2016 : R60 000).
For years of assessment commencing on or after 1 March 2012, a registered 
micro-business can register voluntarily.
Where turnover is less than R30 million in a 12 month period, VAT returns 
are rendered every two months. Where turnover exceeds R30 million in a 12 
month period a monthly VAT return is required.
Farmers, with a turnover of less than R1,5 million in a 12 month period, render 
VAT returns every six months.
Normally a vendor accounts for VAT on an invoice basis. Where turnover in a 
12 month period is likely to be less than R2,5 million, the vendor can apply to 
be placed on a payment basis if the vendor is a natural person or an 
unincorporated body of persons whose members are natural persons. 
Notional input tax can be claimed as a “change in use” adjustment, on capital 
assets owned as at the date of registration as a vendor.
A tax invoice exceeding R5 000 (2013: R3 000) must be dated, have an 
individual serialised number and reflect both the seller’s and purchaser’s 
trade name, postal or physical address, VAT registration number, description 
and quantity of goods, VAT amount and display the words “tax invoice”, “VAT 
invoice” or “invoice”.

VALUE-ADDED TAX ( VAT )
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As from 10 January 2012, property developers who let residential property 
prior to a sale were granted temporary relief from the VAT change in use rules. 
The relief applied for a maximum period of 36 months per unit if the developer 
was unable to sell the property due to a lack of demand. If the rental period 
exceeded 36 months, the deemed change in use applied, based on the market 
value of the property on that date. 
The concession ceased to apply from 1 January 2018. 
The subsequent sale of the property is subject to Transfer Duty.

VAT RELIEF FOR DEVELOPERS

VAT RELIEF INTER-GROUP
As from 10 January 2012, group debt older than 12 months is not subject to the 
VAT charge back provision and the group creditor is not entitled to claim a VAT 
input deduction for a bad debt written off.

PATENT AND INTELLECTUAL PROPERTY
A taxpayer may claim an allowance for the cost of acquiring any invention, 
patent, design, copyright, other property of a similar nature or knowledge 
connected with the use of such patent, design, copyright or other property or 
the right to have such knowledge imparted.
Where the cost exceeds R5 000, the allowance is limited to:
•	 5% of the cost of any invention, patent, copyright or other 
	 property of a similar nature
•	 10% of the cost of any design or other property of a similar nature.
Where the intangible asset was acquired from a connected person the allowance 
is limited to the cost to the connected seller less allowances claimed by the seller 
plus recoupments and taxable capital gain included in the seller’s income.
No allowance is allowed in respect of any expenditure incurred by the taxpayer 
in respect of the acquisition of any trademark or property of a similar nature on 
or after 29 October 1999.

As from 1 March 2004, losses from secondary or ‘suspect’ trades are ring-fenced 
and are not available for set-off against income from any other trade.
It will only apply to an individual whose taxable income, before setting off any 
assessed loss or balance of assessed loss, is equal to or exceeds the level at 
which the maximum rate of tax is applicable.
For the restrictions to apply the person must have incurred an assessed loss  
from the secondary trade in at least three years of assessment during any five 
year period, or have carried on any of the following ‘suspect’ trades:
•	 Any sporting activities
•	 Any dealing in collectables
•	 The rental of accommodation, vehicles, aircraft or boats, unless at least 	
	 80% of the asset is used by persons who are not relatives of such person 
	 for at least half of the year of assessment
•	 Animal showing
•	 Farming or animal breeding, otherwise than on a full-time basis
•	 Performing or creative arts
•	 Gambling or betting
•	 Acquisition or disposal of any cryptocurrency.
The taxpayer will be able to circumvent these provisions if he can prove that 
there is a reasonable prospect of deriving taxable income within a reasonable 
period and where he complies with other tests, unless losses have been incurred 
in at least six out of ten years.

ASSESSED LOSSES RING-FENCED
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A recreational club is a non-profit organisation which provides social and 
recreational amenities or facilities for its members.
The annual trading income exemption is the greater of 5% of total 
membership fees and subscriptions or R120 000 (2010 : R100 000).
Income in excess of this exemption is subject to tax at 28%.
An approved recreational club is exempt from provisional tax.
Subject to certain rollover relief, recreational clubs are subject to CGT.

CLUBSRECREATIONAL

Levies accrued to sectional title body corporates or share block companies 
are exempt from income tax. In addition to this exemption all other receipts 
and accruals are exempt up to a maximum of R50 000 per annum.
Income in excess of this exemption is subject to tax at 28%.
These entities are exempt from provisional tax.

CORPORATESBODY

PUBLIC BENEFIT ORGANISATIONS
An approved public benefit organisation (PBO) carries out certain public 
benefit activities in a non-profit manner substantially in South Africa. 
The annual trading income exemption is the greater of 5% of total receipts 
and accruals or R200 000 (2010 : R150 000). Income in excess of this 
exemption is subject to tax at 28%. A PBO is exempt from provisional tax.  
A PBO is exempt from CGT except for assets used in a trading activity.  
An audit certificate confirming the donations received may be required.

Donations to certain approved PBO’s qualify for a tax deduction:
Companies and Trusts - limited to 10% (2007 : 5%) of taxable income 
before the deduction of donations.
Individuals - limited to 10% (2007 : 5%) of taxable income, excluding 
retirement lump sum payments and severance benefits, and before the 
deduction of donations.
As from 1 March 2014, donations in excess of the 10% threshold may be 
carried forward to the next tax year.
Employees may request PAYE reductions where regular donations are made 
by way of salary deductions not exceeding 5% of net remuneration. 
Any donations made to the Solidarity Fund between 1 April 2020 and  
30 September 2020 qualify for an additional 10% deduction.

DEDUCTIONS DONATIONS

SPECIAL ECONOMIC ZONES

As from 9 February 2016, certain companies trading in a special economic 
zone will qualify for:
•	 a lower company tax rate of 15% 
•	 an enhanced new and unused building allowance at a rate of 10% 
•	 an enhanced employment incentive for all employees, without an age 
	 restriction, earning below R60 000 per annum.
In order to qualify the company must be formed and effectively managed in 
South Africa and generate at least 90% of its income within the zone.
This incentive ceases to apply to any year of assessment commencing the 
later of 1 January 2031 or ten years after the commencement of trading in 
the special economic zone.
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The participant in or the promoter of a reportable arrangement is obliged to 
report the arrangement to SARS within 45 business days of the date on which 
such arrangement was entered into. If the arrangement is not reported an 
administrative penalty is imposed. 
These arrangements include:
•	 financing transactions whereby the calculation of interest, finance costs 	
	 or similar fees are wholly or partly dependent on the tax treatment of that 	
	 arrangement and provision has been made for the variation of such 	
	 finance fees, by potentially more than R5 million. 
•	 any arrangement which would have qualified as a hybrid equity 
	 instrument (except in the case of listed instruments) if the prescribed 
	 period for that provision was 10 years
•	 a share buy-back transaction on or after 3 February 2016 with one or 
	 more shareholders for an aggregate amount exceeding R10 million 
	 and the company issued or is required to issue shares within 12 months 
	 of entering into the share buy-back
•	 payments made by a resident, on or after 16 March 2015, to a foreign 	
	 trust where that person has or acquires a beneficial interest in that trust 	
	 and the total contributions made before and after that date, or the value 	
	 of interest exceeds R10 million, subject to certain exceptions 
•	 the acquisition of a direct or indirect controlling interest in a company 
	 on or after 3 February 2016, which has or is reasonably expected to have 
	 an assessed loss exceeding R50 million 
•	 an arrangement between a resident and a foreign insurer where the 
	 aggregate amount payable to the resident on or after 16 March 2016 	
	 exceeds R5 million and is determined mainly by reference to the value of 	
	 particular assets or categories of assets that are held by or on behalf of 	
	 the foreign insurer or by another person 
•	 the rendering of consultancy, construction, technical and managerial 
	 services to a resident or a permanent establishment in South Africa in 
	 terms of which a non-resident was or is anticipated to be physically 
	 present in South Africa for the purposes of rendering such services 
	 and the expenditure in respect of those services incurred or to be 
	 incurred on or after 3 February 2016, exceeds R10 million and does 
	 not qualify as remuneration. 
In certain circumstances there is no reporting requirement where the 
aggregate tax benefit does not exceed R5 million or where the tax 
benefit which is derived is not the main or one of the main benefits of the 
arrangement. 

REPORTABLE ARRANGEMENTS

A taxpayer’s tax clearance can be confirmed by obtaining a tax compliance 
status PIN, provided that the taxpayer is registered for tax and does not have 
any tax debt outstanding (except if the debt has been suspended pending 
an objection or appeal or is less than R100) or returns outstanding (except if 
arrangements are in place to submit those returns).
SARS may revoke a taxpayer’s compliance status if the tax clearance was 
issued in error or obtained on the basis of fraud or misrepresentation. SARS 
must give a taxpayer at least ten business days notice before revoking the 
compliance status. 
The compliance status changes as soon as the taxpayer becomes non-
compliant. 
As from 2 November 2019, printed certificates previously issued are invalid.

TAX CLEARANCE
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As from 1 October 2012, a permanent Voluntary Disclosure Programme 
is available to assist taxpayers to regularise their tax affairs.
The relief applies to penalties (excluding penalties for late submission), 
understatement penalties (previously additional tax) and criminal prosecution, 
but does not include foreign exchange contraventions and interest on late 
payments.

VOLUNTARY DISCLOSURE

UNDERSTATEMENT PENALTIES

	 Behaviour	 Standard	 Obstructive	 Voluntary	 Voluntary
		  case	 or repeat	 disclosure	 disclosure
			   case	 after audit	 before audit
				    notification	 notification

	 Substantial	   10%	   20%	   5%	   0%
	 understatement

	 Reasonable care	   25%	   50%	 15%	   0%
	 not taken in
	 completing return

	 No reasonable	   50%	 75%	 25%	   0%
	 grounds for tax
	 position

	 Impermissible	   75%	  100%	 35%	   0%
	 avoidance
	 arrangements

	 Gross negligence	 100%	 125%	 50%	   5%

	 Intentional tax	 150%	 200%	 75%	 10%
	 evasion

Assessments issued on or after 19 January 2017

Where the taxpayer can prove that the understatement results from a bona 
fide inadvertent error, no understatement penalty will be imposed.
In the case of a substantial understatement (tax shortfall exceeds R1 million) 
SARS may waive the penalty if the taxpayer is in possession of an opinion 
provided by an independent registered tax practitioner before the return was 
due (unless that return was due before 1 October 2012) and the practitioner 
had been given all the material facts and concluded that the taxpayer was 
more than likely correct in the tax treatment of the transaction.

Where there is uncertainty as to the basis of an assessment, a request for 
reasons can be submitted within 30 business days from the date of the 
issue of the assessment. If there is still a dispute with the basis of the 
assessment, the objection must be submitted within 30 business days from 
the date of assessment or from the date when a response to the request for 
reasons is received. Where an objection is disallowed the appeal must be 
submitted within 30 business days from the date the objection is disallowed.
The prescribed form together with supporting documents must accompany 
an objection or appeal. If an objection or appeal is submitted late, adequate 
grounds must be provided to condone the late objection or appeal.

DISPUTE RESOLUTION
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Failure to submit certain returns or disclose information will give rise to the 
following fixed amount penalties:

ADMINISTRATIVE PENALTIES

• 	 The penalty will automatically be imposed monthly until the taxpayer 
	 remedies the non-compliance
• 	 The penalty is payable if the taxpayer is:
	 -	 a natural person who has more than one year’s tax returns outstanding
	 -	 a company which has returns outstanding from the 2009 tax year and 
		  failed to submit the returns within 21 days of a specific final demand
•	 Late submission of the PAYE reconciliation attracts a penalty of 10% of 
	 the PAYE deducted for the tax year
•	 The failure to disclose a reportable arrangement will result in a monthly 
	 penalty, limited to 12 months, of R50 000 for a participant and R100 000 
	 for a promoter, which may be increased, depending on the tax benefit
• 	 Non-compliance that will attract administrative penalties, once an effective 
	 date has been gazetted, include the failure to:
	 -	 meet registration requirements such as failing to register or not 
		  registering timeously or not supplying supporting documents
	 -	 inform SARS of a change of address, banking details or the details of 
		  the representative taxpayer
	 -	 submit a return timeously or failure to sign the return
	 -	 retain records for the prescribed period and in the prescribed format
	 -	 provide information requested or co-operate during a field audit.

  Assessed loss or taxable income	 Penalty
  for preceding year  	
  Assessed loss	 R	 250
  R                0 – R     250 000	 R	 250
  R     250 001 – R     500 000	 R	 500
  R     500 001 – R  1 000 000	 R	 1 000
  R  1 000 001 – R  5 000 000	 R	 2 000
  R  5 000 001 – R10 000 000	 R	 4 000
  R10 000 001 – R50 000 000	 R	 8 000
  Above R50 000 000	 R	16 000

SUSPENSION OF PAYMENT
A formal application for the suspension of the payment of tax may be made 
pending an objection or appeal.
SARS is required to consider all relevant factors such as the compliance 
history of the taxpayer, whether the recovery of the disputed tax will be in 
jeopardy, the risk of dissipation of assets, whether adequate security was 
provided, whether the amounts involved would cause irreparable financial 
hardship to the taxpayer which does not justify the prejudice to SARS and 
whether prima facie fraud was involved.
The suspension may be revoked with immediate effect if no objection or 
appeal is lodged, the objection or appeal is found to be frivolous or 
vexatious, there is a material change in any of the factors previously 
considered or dilatory tactics are being employed by the taxpayer.
No recovery proceedings may be taken by SARS from the date of the 
submission of the application to the expiry of 10 business days after notice 
of the decision or revocation is provided to the taxpayer, unless there is a 
risk of dissipation of assets by the taxpayer.
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