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PARLIAMENTARY PROCESS REGARDING
THE PROPOSED “EXPROPRIATION OF
LAND WITHOUT COMPENSATION"

South Africans are closely monitoring the media to establish
whether the Constitution will be amended to allow the
expropriation of land without compensation.

THE VAT RATE INCREASE AND
CONSTRUCTION CONTRACTS

Following the recent announcement of the increase of the Value
Added Tax (VAT) rate to 15%, effective 1 April 2018, there has been
much concern regarding the rate of VAT applicable to progressive
supplies of goods and services such as construction activities.

CLIFFE DEKKER HOFMEYR



PARLIAMENTARY PROCESS REGARDING
THE PROPOSED "EXPROPRIATION OF
LAND WITHOUT COMPENSATION"

The matter has been referred to the
Constitutional Review Committee, which
must report back to Parliament by

30 August 2018.

South Africans are closely monitoring the media to establish whether the
Constitution will be amended to allow the expropriation of land without
compensation.

On 14 March 2018, the Cabinet met at to the National Assembly. In the interim,
the Tuynhuys in Cape Town to discuss the Cabinet calls on all stakeholders for
this controversial amendment. Cabinet their input and confirmed that “as a caring
subsequently released a statement and people-centred government, all
confirming that it welcomes the stakeholders will be engaged during this
motion to amend the Constitution of process”.
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THE VAT RATE INCREASE AND
CONSTRUCTION CONTRACTS

The Value-Added Tax Act, draws a distinction

between construction contracts in
relation to the construction of
new dwellings, and other
construction activities.

Where construction
activities (other than in
relation to a dwelling)
commence before, and
end after 1 April 2018,

the contractor is required
to apportion the value

of goods delivered and
services performed.
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Following the recent announcement of the increase of the Value Added Tax

(VAT) rate to 15%, effective 1 April 2018, there has been much concern regarding
the rate of VAT applicable to progressive supplies of goods and services such as

construction activities.

The Value-Added Tax Act, No 89 of 1991
(VAT Act) draws a distinction between
construction contracts in relation to the
construction of new dwellings, and other
construction activities. The impact of the
VAT increase in relation to each type of
construction activity follows.

Construction contracts for new dwellings
concluded before 1 April 2018

Where a construction contract, in
which the construction price is stated,
has been concluded before 1 April 2018
for the construction of a new dwelling,
the construction services will attract
VAT at 14% irrespective of when the
construction services are rendered

or completed.

A ‘dwelling’ in this context means a build-
ing or structure which is used, or which is
intended to be used, predominantly as the
residence of a natural person.

Construction contracts other than for
new dwellings

To the extent that construction services
are performed or goods delivered before
1 April 2018, such goods or services are
subject to VAT at 14%. Charges for
construction services performed or
goods delivered (other than in relation
to a dwelling) on or after 1 April 2018 will
be subject to VAT at 15%. These rules apply
irrespective of when the invoice for such
goods or services is issued (ie before or
after 1 April 2018).

Construction activities commencing
before 1 April 2018 and completed after
1 April 2018

Where construction activities (other than in
relation to a dwelling) commence before,
and end after 1 April 2018, the contractor
is required to apportion the value of goods
delivered and services performed on a fair
and reasonable basis between the period
before 1 April 2018, and the period on or
after 1 April 2018.

CHAMBERS GLOBAL 2017 - 2018 ranked our Real Estate practice in Band 1: Real Estate.

Attie Pretorius ranked by CHAMBERS GLOBAL 2017 - 2018 in Band 1: Real Estate.

Gerhard Badenhorst ranked by CHAMBERS GLOBAL 2014 - 2018 in Band 1: Tax: Indirect Tax.

Lucia Erasmus ranked by CHAMBERS GLOBAL 2017 - 2018 in Band 3: Real Estate.

William Midgley ranked by CHAMBERS GLOBAL 2017 - 2018 in Band 2: Real Estate.
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THE VAT RATE INCREASE AND
CONSTRUCTION CONTRACTS

The implications of
the VAT rate increase
can prove to be a

challenge in respect of
construction contracts
and in the presence of

any uncertainty, legal

aadvice should be sought.

>

The portion of the consideration

payable for construction goods

delivered and services performed

(other than in relation to a dwelling
where the contract is concluded before
1 April 2018) which is attributable to the
period before 1 April 2018 will attract
VAT at 14%, whereas the portion of the
consideration payable for the construction
goods delivered and services performed
for the period on or after 1 April 2018 will
attract VAT at 15%.

Where a construction contract was
concluded before 1 April 2018 for any
construction other than a new dwelling,
which stipulates VAT payable at 14%, s67(1)
of the VAT Act provides the contractor with
relief when VAT becomes payable at 15%.
Section 67(1) entitles the contractor to

recover from the recipient the additional
amount of VAT that becomes payable on
supplies made on or after 1 April 2018 as a
result of the VAT rate increase.

The contractor will, however, not be
entitled to recover the additional amount
payable from the recipient if the contract
specifically excludes the entitlement of the
contractor to recover the additional VAT
amount in the event of a VAT rate increase.

The implications of the VAT rate increase
can prove to be a challenge in respect of
construction contracts and in the presence
of any uncertainty, legal advice should be
sought.

Gerhard Badenhorst and

JD van der Merwe

Best Lawyers 2018 South Africa Edition

Included 53 of CDH's Directors across Cape Town and Johannesburg.

Recognised Chris Charter as Lawyer of the Year for Competition Law (Johannesburg).

Recognised Faan Coetzee as Lawyer of the Year for Employment Law (Johannesburg).

Best Lawyers:

LINKING LAWYERS AND CLIENTS WORLOWIDE

Recognised Peter Hesseling as Lawyer of the Year for MGA Law (Cape Town).

Recognised Terry Winstanley as Lawyer of the Year for Environmental Law (Cape Town).

Named Cliffe Dekker Hofmeyr Litigation Law Firm of the Year.

Named Cliffe Dekker Hofmeyr Real Estate Law Firm of the Year.
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OUR TEAM

For more information about our Real Estate practice and services, please contact:

John Webber

National Practice Head
Director

T +27(0)11562 1444

E john.webber@cdhlegal.com

Andrew Heiberg

Regional Practice Head

Director

T +27(0)21 4816317

E andrew.heiberg@cdhlegal.com

Attie Pretorius

Director

T +27(0)11 562 1101

E attie.pretorius@cdhlegal.com

Bronwyn Brown

Director
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E bronwyn.brown@cdhlegal.com

Nayna Cara

Director

T +27(0)11562 1701

E nayna.cara@cdhlegal.com

Mike Collins

Director

T +27(0)21481 6401

E mike.collins@cdhlegal.com

Lucia Erasmus

Director

T +27(0)11562 1082

E lucia.erasmus@cdhlegal.com

Simone Franks

Director

T +27(0)21670 7462

E simone.franks@cdhlegal.com

BBBEE STATUS: LEVEL THREE CONTRIBUTOR

Daniel Fyfer

Director

T +27(0)21 405 6084

E daniel.fyfer@acdhlegal.com

Fatima Gattoo

Director

T +27(0)11562 1236

E fatima.gattoo@cdhlegal.com

Muhammad Gattoo

Director

T +27(0)11562 1174

E muhammad.gattoo@cdhlegal.com

Simone Immelman

Director

T +27(0)21 405 6078

E simone.immelman@cdhlegal.com

William Midgley

Director

T +27(0)11 562 1390

E william.midgley@cdhlegal.com

Muriel Serfontein

Director

T +27(0)11 562 1237

E muriel.serfontein@cdhlegal.com

Allison Alexander

Executive Consultant

T +27(0)21 4816403

E allison.alexander@cdhlegal.com

Janke Strydom

Senior Associate

T +27(0)11 562 1613

E janke.strydom@cdhlegal.com

Samantha Kelly

Senior Associate

T +27(0)11 562 1160

E samantha kelly@cdhlegal.com

Nirvana Ajoda

Associate

T +27(0)11 562 1438

E nirvana.ajodha@cdhlegal.com

Joloudi Badenhorst

Associate

T +27(0)11 562 1217

E joloudi.badenhorst@cdhlegal.com

Natasha Fletcher

Associate

T +27(0)11562 1263

E natasha.fletcher@cdhlegal.com

Robyn Geswindt

Associate

T +27(0)21481 6382

E robyn.geswindt@cdhlegal.com

Palesa Matseka

Associate

T +27(0)11 562 1851

E palesa.matsheka@cdhlegal.com

Aaron Mupeti

Associate

T +27(0)11 562 1016

E aaron.mupeti@cdhlegal.com

This information is published for general information purposes and is not intended to constitute legal advice. Specialist legal advice should always be sought
in relation to any particular situation. Cliffe Dekker Hofmeyr will accept no responsibility for any actions taken or not taken on the basis of this publication.

JOHANNESBURG
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