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Five VAT mistakes made by small businesses

Value-Added Tax (“VAT”) compliance is of crucial importance for small business, asnon-compliance will result in 
penalties and interest being levied by SARS. Remember that penalties and interest levied by SARS will not qualify as 
an income tax deduction for such small businesses. Here are some of the VAT mistakes made by small businesses that 
might result in penalties and interest being levied by SARS:

1. Not registering for VAT in time
     In terms of section 23 of the VAT Act, one of the instances when a person must register for VAT is at the beginning of   
     the month following the month where the taxable supplies made of the business exceeded R1million for 
     the previously 12 months. Non-registrationof VAT would result in the person still being regarded as a VAT vendor in 
     terms of the definition of a vendor in section 1 of the VAT Act. As such, even though not registered for VAT, once the   
     compulsory VAT registration threshold has been exceeded, the small business would still be liable to account for the  
    15% VAT on all the supplies made even though the VAT has not been charged to the customers.

2. Claiming input VAT deduction on motor car rental
     In terms of section 17(2) of the VAT Act no input VAT deduction can be claimed on the acquisition of a motor car by  
     means of a purchase, instalment sale or lease including the hiring of a motor car from a car rental company. A motor  
    car is defined in section 1 of the VAT Act, and generally includes passenger motor vehicles (including a double-cab 
    light delivery vehicle). As such the VAT incurred on a tax invoice from a car rental company relating to the rental of a  
     passenger motor car cannot be claimed as an input VAT deduction even though the purpose of the car rental is 100%  
    business related. Claiming of such input could result in understatement penalties being levied by SARS up to 200% 
    of the VAT in question.

3. Late payment of VAT
    Some small businesses are under the wrong impression that the late payment of VAT, if it is only a day or two after 
    the deadline, would not result in any punitive consequences. This is not correct and such late payment would result 
    in negative financial consequences for the small business. In terms of section 39 of the VAT Act a 10% percentage 
    non-compliance penalty is levied on the late payment of VAT. This would apply even if the payment is only a 
    few hours late! The criteria for the remission of these penalties are very strict and would only apply in exceptional  
    circumstances. As such small businesses should avoid the late payment of its VAT amounts owed to SARS at all cost.

4. Claiming of input VAT on entertainment assets
     In terms of section 17(2) an input VAT deduction cannot be claimed on VAT incurred on entertainment as defined 
     in section 1 of the VAT Act.  The input VAT would be denied to the extent that goods or services are for the purpose 
     of entertainment. As such the limitation of claiming the input VAT deduction on entertainment is not just limited to 
     for example the cost incurred on entertaining a client in a restaurant. The prohibition also extents to good acquired 
     for the purpose of entertainment such as items acquired for entertaining staff, for example the microwave, kettle and 
    fridge in the office or even fixed property acquired for the purpose of entertaining clients.
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5. Claiming input VAT without a valid tax invoice
      To claim a VAT input deduction in terms of section 16 of the VAT per the definition of “input tax” as defined in section  
     1 of the VAT Act, a small business must be in possession of a valid tax invoice in terms of the requirements listed in  
      section 20(4) of the VAT Act (assuming the vendor is registered on the invoice basis).A vendor has five years to claim 
     an input VAT deduction. Therefore, even though the expense including the VAT portion has been incurred in a VAT  
     period, no input VAT deduction can be claimed until the small business is in possession of a valid tax invoice. 
      Over the last few years there have been a number of instances where small businesses claimed input VAT deductions 
      without being in possession of the tax invoice yet, and then when SARS disallow such input VAT deduction, only then 
     did the small business obtain the tax invoice and produced it to SARS. SARS then, correctly in terms of the VAT Act,  
     still disallows the input VAT deduction for that VAT period, and in most instances then also levies penalties and 
     interest. Although the small business can then claim the input VAT deduction in a later VAT period, they will still be 
     out of pocket with the penalties and interest levied by SARS.

Prepared by CORE TAX
For more information contact : +27 (0) 51 448 8188 
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Valuations: necessity or luxury?

Is a valuation on a property or moveable assets a necessity or a luxury? Many people might think that valuations are a 
luxury, but what if your house or commercial building burns down or your moveable assets get stolen? Did you insure 
your buildings correctly? Did you have a professionally compiled report as an inventory?

People only realise what the consequences are once your insurance company informs you that you were underinsured 
and then there is no use crying over spilt milk. When considering the possible loss due to underinsurance, it just makes 
sense to get a professional valuation.

At CORE Valuations we had a client who suffered damage as result of a thunderstorm. When they contacted the 
insurance company, they were informed that they were underinsured. We then provided the insurance company with 
a copy of our report, indicating the furnishings, sizes, etc. as well as detailed pictures and descriptions. The insurance 
company retracted its initial finding and the client was reimbursed fully.

Another example is a person who lost their house and movables due to a fire. This person had no proof of their 
moveable assets and so they could only claim for the amount on their insurance schedule.  Afterwards the person 
contacted us to perform a full inventory on their moveable assets.

With the above examples we have come to realise that people are uninformed or see a valuation as a luxury. It is only 
when disaster strikes that they realise that a valuation is actually a necessity.

Don’t sit on the fencewhen deciding whether you need a valuation … it may cost you dearly.  

Contact CORE Valuations at 016-976 1287, send an email to admin@corevaluations.co.za or visit www.corevaluations.
co.za

Prepared by CORE VALUATIONS
For more information contact : +27 (0) 51 448 8188 



360o  |  Nuusbrief van - The Core Group - Newsletter 

Investments: All is not lost

Investments: All is not lost

The first seven months of 2018 have been miserable for South African investors, writes Patrick Cairns. The local stock 
market has given back some of the gains it made in the second half of last year, listed property has been sharply 
negative and bond returns have been volatile.The investment environment as a whole is also extremely difficult. 
Concerns about trade wars have impacted on emerging markets, the Rand has suffered from investment outflows and 
the South African economy continues to struggle to gain any momentum.

“It has been a really tough 2018 so far,” says Nadir Thokan, portfolio manager at 27Four Investment Managers. “Even 
on a three-year view there is no local asset class that has given you double digit annualised returns.”Even international 
equities have only delivered a little over 10% for this period, most of which has been due to Rand depreciation. Balanced 
funds have therefore delivered very moderate returns.

“Investors are not very encouraged by the outlook either,” says Thokan. “The first quarter GDP numbers for South 
Africa were shocking, business confidence is tapering off after Ramaphoria, the petrol price is hurting consumers 
and the Reserve Bank has completely changed its tune after the last rate cut because inflation is on the rise over the 
medium term.”

This is leading many people to question what they should be doing with their money.“People don’t feel very confident 
about their ability to unlock better returns going forward,” says Thokan. “Investors are exceptionally uneasy about this 
low return environment and how it seems to have become entrenched.”

The greatest risk to many investors in this scenario, however, is themselves. People are tempted to forget their long-
term goals and make emotional decisions that, unfortunately, often end up being taken at the worst time.“Investors 
are seeing that they would have been better off in cash over the last three years and asking why they should take risk 
in the equity market when things are not improving,” says Thokan. “But actually equities and risk assets are offering 
much more value now than they have at any point in the last three years.”

He points out that investors should consider a number of recent examples that illustrate how making investment 
decisions based on sentiment would have been completely the wrong thing to do.When Nhlanhla Nene was dismissed 
as Finance Minister in December 2015, fears about South Africa’s future led many people to sell government bonds 
and disregard the asset class completely. However, the next year saw a significant rally in the bond market in which 
savvy investors made a lot of money.“While people were getting emotional about the firing of the Finance Minister, 
the reality is that the real yield pick up for foreign investors was massive,” Thokan explains. “They were big buyers of 
local bonds.”
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Subsequent to that, in mid-2017, South Africa’s sovereign credit was downgraded to sub-investment grade by S&P and 
Fitch. Again the emotional response was to sell government bonds, but once again these assets actually rallied in the 
months that followed.Conversely, at the height of Ramaphoria this year, an emotional investor would have thought this 
was the time to get back into the bond market. However, that would once again have poor timing, as yields soon began 
to go up, and investors suffered capital losses.

“The point is that investor sentiment and investor emotion often lead you to make the wrong decision,” says Thokan. 
“What actually mattered on the bond market is the yield differential between the USA and South Africa. In other 
words, it is always more about the fundamental valuation rather than sentiment.”

A similar story has played out in the South African equity market in the last eight months. Shortly before the ANC 
conference at the end of last year, the narrative was that the local economy was in a recession, the environment was 
uncertain and banks were therefore going to struggle to grow profits.

“But this was exactly when you wanted to own those businesses, because the price-to-earnings [PE] differential 
between banks and the JSE was wide,” says Thokan. “Yes, there were challenges, but this was more than reflected in 
the prices you were paying. Banks were trading on PEs of around nine, while the overall market was at 18.”

From December to March, these counters re-rated significantly, with FirstRand up close to 40% and Standard Bank 
climbing more than 35%. At that point, Ramaphoria was starting to take hold, and, emotionally, this was when investors 
would have thought it was the right time to buy these stocks.
“That, again, would have proved exactly the wrong trade,” says Thokan. “From the end of March to today, banks are 
down 25% to 30%.”

The key was again the fundamentals. Because the share prices on these counters had already climbed so far, their 
valuations were now much higher and the margin of safety much lower.This is the lesson that investors should consider 
now. Returns have been unquestionably poor for some time, but what really matters is where the fundamentals are 
right now.

“The JSE is trading on its cheapest multiple on a forward basis for a long time,” Thokan says. “Companies are generating 
earnings growth and are trading on decent dividend yields. That means that you are being offered a decent cushion. 
While investors are frustrated about how long they have been in this low return environment, this is exactly when you 
want to be in equities because they are offering fundamental value.”

Source: 
https://www.moneyweb.co.za/investing/after-three-years-of-poor-returns-what-do-investors-have-to-be-excited-
about/

Prepared by CORE  FINANCIAL SOLUTIONS
For more information contact : +27 (0) 51 448 8188 
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What are my rights when living together?

Cohabitation is becoming more common but it is not recognised by the law and does not enjoy any protection. There 
is a misperception that a couple who live together long enough and who share children are automatically considered 
spouses with the same advantages and rights as married couples (a “common law marriage”). However, this is not true.

The big difference is that a marriage is protected by law, while cohabitation is not. The moment a couple gets married 
they are entitled to support by a spouse and they are responsible for supporting the other, depending on their respective 
income. This duty exists irrespective of whether the parties are married in or out of community of property. However, 
it is not the same for parties who live together – parties cannot claim support from oneanother.

If parties in cohabitation want to create this duty they have to draw up a cohabitation agreement that sets out that one 
or both parties are responsible for maintaining the other.

In a marriage when one spouse dies the other has the right to claim maintenance against the deceased’s estate. In the 
case of cohabitation the other party has no claim for maintenance from the estate of his/her partner.

In a marriage the longest living spouse may inherit in terms of the rules of intestacy should the other spouse die 
without a will. With cohabitation a partner may only inherit if he/she is specifically mentioned in his/her partner’s will. 
When a partner dies without a valid will the rules of intestacy do not include the other partner in terms of cohabitation.

In a marriage you are entitled to a share or half of the communal estate (if married in community of property) are half 
of the spouse’s accrual (should accrual be applicable). If you are cohabitating you leave the relationship with what you 
brought in. Should a conflict arise over who the rightful owner of property is you will have to prove that the property 
belongs to you. This could be difficult, especially if it was a long relationship.

Cohabitation partners may include the other in medical aids, should the medical aid’s rules allow this. They may include 
each other as beneficiaries for insurance and pension funds. They are also not subject to donations tax should they 
make donations to each other. Bequests to a life partner in terms of a will is also not subject to estate duty in the case 
of permanent cohabitation.

Partners in cohabitation should enter into an agreement that clearly sets out their rights and duties. In this agreement 
the parties should set out how they will manage their relationship. The agreement should also stipulate what should 
happen should the relationship come to an end.

Although many South Africans are in cohabitative relationships a marriage is still a better option. A cohabitation 
agreement could provide some protection to partners but to gain complete legal protection a marriage is a better 
option.
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More proposed amendments – Definitions and Statement 400

In our previous newsletter, we explained the proposed amendments to Statements 000 and 300 of the B-BBEE Codes 
that were published for public comment on 29 March 2018. While we were anxiously awaiting the outcome of this 
draft, more changes were announced on 15 June 2018 when the Department of Trade and Industry (Dti) unexpectedly 
gazetteda second set of proposed amendments to the B-BBEE Codes.

The pertinent areas that may be affected by these proposed amendments are summarised below:

Definitions – the Dti suggested that some definitions be altered, which may have significant impact on B-BBEE 
compliance and has to be noted.

Absorption
• Absorption applies to the five (5) bonus points that are available on the Skills Development scorecard.
• It refers to the measured entity’s ability to successfully secure formal permanent or long term contract  
   employment for the learner or to assist the learner’s proceed with further education and training.
• The proposed amendment will scrap the assistance of a learner’s proceed with further education and 
   training to the extent that only a “long term contract of employment” will be recognizable for the bonus 
   points allocation.

Long term contract of employment
• It refers to a legal agreement between an individual and an entity that this individual would work for until 
   his/her mandatory date of retirement.
• To this extent, the offering of employment to a learner for a fixed term would therefore also not suffice in 
   terms of the absorption points.

Designated group supplier
• A definition for “Designated group supplier” have been added.
• Bonus points are available on the Enterprise & Supplier Development scorecard for procurement from Designated  
   group suppliers that are > 51% black-owned.
• In brief terms it refers to:A supplier to the measured entity that is at least 51% owned by one or more of 
   the following categories of ownership within its structure:
o     unemployed black people;
o     black people who are youth;
o     black disabled people;
o     black people living in rural and underdeveloped areas; and
o     black military veterans.
• Note that even though the “Empowering Supplier” requirement has been on hold since November 2011, 
   the definition has not been deleted in the proposed amendments, which leads one to believe that it may 
   be re-introduced again at some point.
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Statement 400 (Enterprise and Supplier Development)
The following amendments have been proposed with regards to Preferential Procurement and Enterprise and Supplier 
Development:
• The introduction of a multiplier factor of two (2) for suppliers that are at least 51% black-owned (utilising 
   the flow-through principle) under the preferential procurement scorecard;
• Removal of the multiplier factor (1.2) that is currently attributable for first-time suppliers to a measured 
   entity;
• An increase in both the target and weighting points for procurement from a 51% black-owned supplier – 11 
   points for a 50% target (currently 9 points for a 40% target);
• The two separate indicators for purchases from both QSEs (Qualifying Small Enterprises)andEMEs 
   (Exempted Micro Enterprises) to be merged into a single indicator with five (5) points and a spend target 
   of 25% (currently 15%);
• Recognition of Enterprise and Supplier Development initiatives irrespective of turnover of the beneficiary 
    – that means that 51% black-owned Generic entities will also qualify to be beneficiaries of Enterprise and Supplier 
Development contributions;
• Clarification that a Supplier development beneficiary has to be part of the measured entity’s supply chain, 
   and an Enterprise development beneficiary is not part of the supply chain of the measured entity;
• Increasing of recognition for guarantees from 3% to 50% under the benefit factor matrix for Enterprise and 
   Supplier Development.

The public comment period ended on 14 August 2018 and the BEE Unit of the Dti will now consider the comments 
received and then proceed with finalisation of the document for final gazetting. At the moment we don’t have any 
indication of when the final gazette will be promulgated, but Dti has indicated that no transitional period would be 
allowed, meaning that the amendment will be effective immediately once promulgated.

For any B-BBEE-related assistance, please contact the CORE BEE team.

Prepared by CORE BEE
For more information contact : +27 (0) 51 448 8188 
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A short overview of the XBRL/FAS filing with annual returns

As from 01 July 2018, the Companies and Intellectual Property Commission (CIPC) has mandated the digital reporting 
system for all qualifying entities when submitting their annual returns.

From 01 July 2018, all entities will have to submit their Annual Financial Statements (AFS) to CIPC in an XBRL format or 
by filing a Financial Accountability Supplement (COR30.2). All entities currently submitting AFSs in PDF format via email 
to CIPC will have to submit AFSs in XBRL/FAS via a web portal. XBRL qualifying entities will need client-side software to 
produce AFSs in XBRL before uploading to CIPC.  

None of the rules about Annual Financial Statements changed, except the mechanism from PDF format to XBRL format. 
All legislation remains the same.

Who files what?
Qualifying entities:
 

If I do not file?
The Companies Act grants power to CIPC to institute proceedings in cases where it suspects or is informed of non-
compliance of an entity.
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CIPC will be selecting a random sample each term of which they will be testing the compliance of those entities. 
Selected non-compliant entities will be issued with a compliance notice from CIPC instructing the entities to correct 
their non-compliance by submitting their XBRL / FAS within 40 business days.Should clients ignore this CIPC compliance 
notice, CIPC may elect to undertake court proceedings against the entity. (CIPC received a court judgement in their 
favour against three non-compliant companies, which has now set a precedent.) Based on this precedent set by these 
previous court cases, entities will be liable to an admin penalty for the greater, one million rand (R1 000000) or 10% of 
the entity’s annual revenue.

Prepared by CORE CO SERVICES
For more information contact : +27 (0) 51 448 8188 






