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THE VAT INCREASE IS REAL

On 21 February 2018, former Finance Minister Malusi Gigaba
delivered the annual budget speech. During this speech, what
proved to be a very controversial decision was revealed: the Value
Added Tax (VAT) rate would be increased from 14% to 15%, effective
1 April 2018. This marks the first VAT increase since 1993 (when we
saw an increase of 4%).
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THE VAT INCREASE IS REAL

Will all currently contemplated
transactions be subjected to
15% VAT as of 1 April 20187

As long as a signed

sale agreement,

which contains a clear
stipulation of the agreed
price, was concluded
before 1 April 2018,

the VAT payable will be
calculated using the
outgoing rate of 14%.

On 21 February 2018, former Finance Minister Malusi Gigaba delivered the annual

budget speech. During this speech, what proved to be a very controversial
decision was revealed: the Value Added Tax (VAT) rate would be increased from
14% to 15%, effective 1 April 2018. This marks the first VAT increase since 1993

(when we saw an increase of 4%).

VAT is payable on many real estate
transactions, and in those cases it is
usually payable by the seller of the
property. Accordingly, conveyancing is
not immune to the VAT rate increase.
What conveyancers have to grapple with,
however, is the applicability of the new
VAT rate of 15% to current real estate
transactions, and especially those
involving residential property. Will all
currently contemplated transactions be
subjected to 15% VAT as of 1 April 2018?

The general rule with regards to the sale
of fixed property is that VAT is payable by
the seller on the earlier date of when the
property is registered in the name of the
purchaser, or when any payment is made
in respect of consideration for the supply
of such property, and the VAT rate in place
at such time is applicable. However, with
regard to a VAT rate increase, the real estate
industry is afforded an exception regarding
residential property.

Section 67A(4) of the Value Added Tax Act,
No 89 of 1991 (VAT Act) provides that:

e where a written and signed agreement
is concluded before 1 April 2018 for
the sale of a dwelling (including a unit

in sectional title and a share in a share
block scheme and the construction
of a new dwelling by a construction
contractor), and

e the price was agreed upon and stated
in the contract,

* but the registration of transfer of the
immoveable property only takes place,
and payment is made after 1 April 2018,

e then the rate applicable will be the
rate which "would have been levied
had the supply taken place on the
date on which such agreement was
concluded’, ie 14%.

Thus, as long as a signed sale agreement,
which contains a clear stipulation of

the agreed price, was concluded before
1 April 2018, the VAT payable will be
calculated using the outgoing rate of
14%, despite the fact that transfer may
only take place after 1 April 2018.

Unfortunately the exception provided

by s67A(4) only applies to dwellings, that
is buildings or structure intended for use
predominantly as a place of residence or
abode of natural persons. Commercial
property transactions will be subject to

CHAMBERS GLOBAL 2017 - 2018 ranked our Real Estate practice in Band 1: Real Estate.
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Real Estate Law Firm of the Year

Best Lawyers 2018 South Africa Edition
Included 53 of CDH's Directors across Cape Town and Johannesburg.
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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.
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