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GOOD NEWS FOR LENDERS? FURTHER
PROPOSED AMENDMENTS TO THE
DOUBTFUL DEBT PROVISIONS

On 17 October 2018, National Treasury (NT) and the South African
Revenue Service (SARS), appeared before Parliament’s Standing
Committee on Finance (SCoF) to provide it with a further update
regarding some of the proposals contained in the 2018 draft Taxation
Laws Amendment Bill (Draft TLAB), that was published earlier this year.

CUSTOMS & EXCISE HIGHLIGHTS

This week’s selected highlights in the Customs & Excise environment
since our last instalment.
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GOOD NEWS FOR LENDERS? FURTHER
PROPOSED AMENDMENTS TO THE DOUBTFUL
DEBT PROVISIONS

One of the key proposals related to the

doubtful debt provisions in s11(j) and

s11(jA) in the Income Tax Act,
No 58 of 1962 (Act), regarding
which NT received

substantial input

from the public.

NT and SARS held a
meeting with stakeholders
on 28 September 2018,

to discuss the proposed
amendments in the

draft TLAB, based on

the comments that were
received by NT and SARS
during the consultation
process.

On 17 October 2018, National Treasury (NT) and the South African Revenue Service

(SARS), appeared before Parliament's Standing Committee on Finance (SCoF) to
provide it with a further update regarding some of the proposals contained in the 2018
draft Taxation Laws Amendment Bill (Draft TLAB), that was published earlier this year.
One of the key proposals related to the doubtful debt provisions in s11(j) and s11(jA)

in the Income Tax Act, No 58 of 1962 (Act), regarding which NT received substantial
input from the public. The proposed amendments to these provisions were also
robustly debated during the workshops hosted by NT and SARS for all stakeholders,
which were well attended by members of the tax profession, on 4 and 5 September
2018. We discussed the proposed amendments in our Tax and Exchange Control Alert

of 3 August 2018.

In terms of the presentation document
reflecting NT and SARS' feedback to the
SCoF (Feedback Document), it states
that following the workshops that took
place on 4 and 5 September 2018, NT
and SARS held a further meeting with
stakeholders on 28 September 2018, to
discuss the proposed amendments in the
draft TLAB, based on the comments that
were received by NT and SARS during
the consultation process. Pursuant to
this further consultation, NT amended
the proposed amendments, as they were
contained in the Draft TLAB. Pursuant to
this further amendment, the Feedback

Document proposes that the doubtful
debt provisions in s11(j) of the Act will now
provide for the following:

e If a taxpayer is applying IFRS9 for
financial reporting purposes to
determine a loss allowance relating to
impairment in respect of debt:

e 40% of the IFRS 9 loss allowance
relating to impairment that is
measured at an amount equal
to the lifetime expected credit
loss plus bad debt written off
that does meet the tax write off
requirements; and

CDH's latest edition of

Doing Business in South Africa

CLICK HERE to download our 2018 thought leadership

.
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https://www.cliffedekkerhofmeyr.com/en/news/publications/2018/Tax/tax-alert-3-august-The-cloud-of-doubt-no-longer-hanging-over-doubtful-debts.html
https://www.cliffedekkerhofmeyr.com/en/news/publications/2018/Tax/tax-alert-3-august-The-cloud-of-doubt-no-longer-hanging-over-doubtful-debts.html
https://www.cliffedekkerhofmeyr.com/export/sites/cdh/en/about/downloads/Doing-Business-in-South-Africa-2018.pdf

GOOD NEWS FOR LENDERS? FURTHER
PROPOSED AMENDMENTS TO THE DOUBTFUL

DEBT PROVISIONS

CONTINUED

If a taxpayer is not applying
IFRS 9 for financial reporting
purposes, an age analysis of
debt should be used.

Who's Who Legal

e 25% of the difference between
the IFRS 9 loss allowance relating
to impairment and the IFRS 9 loss
allowance in respect of which the
40% tax allowance, is permitted.

If a taxpayer is not applying IFRS 9 for
financial reporting purposes, an age
analysis of debt should be used, which
will work as follows:

e 40% of the face value of doubtful
debts that are at least 120 days
past due date will be allowed as a
deduction; and

e 25% of the face value of doubtful
debts that are at least 60 days past
due date but excluding doubtful
debts that are at least 120 days
past due date will be allowed as a
deduction.

Further, it is proposed that on
application by a taxpayer, SARS may
issue a directive to that taxpayer that
the abovementioned 40% be increased
to a percentage not exceeding 85%
after taking into account the following
proposed set of criteria:

e the history of the debt owed to that

taxpayer, including the number
of repayments not met, and the
duration of the debt;

e steps taken to enforce repayment
of the debt;

e the likelihood of the debt being
recovered;

e any security available in respect of
that debt;

e the criteria applied by the taxpayer
in classifying debt as bad; and

e such other considerations as the
Commissioner for SARS may deem
relevant.

The above proposals were included in the
Taxation Laws Amendment Bill (TLAB) that
was tabled in Parliament on Wednesday,
24 October and these amendments will
come into force once the TLAB is passed
by Parliament, signed by the President and
published in the Government Gazette.

Louis Botha

Emil Brincker has been named a leading lawyer by Who's Who Legal: Corporate Tax —

Advisory & Controversy for 2018.

Mark Linington has been named a leading lawyer by Who's Who Legal: Corporate Tax — Advisory for 2018.

Ludwig Smith has been named a leading lawyer by Who's Who Legal: Corporate Tax — Advisory for 2018.
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CUSTOMS & EXCISE HIGHLIGHTS

Please note that this is not intended to be
a comprehensive study or list of the
amendments, changes and the like

in the Customs and Excise

environment, but merely

selected highlights

which may be of

interest. Herewith below selected highlights in the Customs & Excise environment since our last
instalment (the Customs & Excise Act, No 91 of 1964 will be referred to herein as “the Act”):

1. Amendments to Rules to the Act 1.14 Form DA 185.4B11:
(certain sections quoted from the Licensing client type 4B11
SARS website): — Distillation of spirits by

1.1 Draft forms relating to stills an agricultural distiller;

In the event that specific and manufacture of excisable 1.1.5 Form DA 1854B12:
advice is required k/ndly goods for own use have been Licensing client type 4B12
! released for comment. Forms — To own, possess or keep
contact our Customs and are being amended to provide stills; and
Excise specialist, Director, fctfqlthe :Xt‘;ise adm‘f”isiratior‘f"f 1.1.6 Form DA 1854B13:
stills an e manufacture o . : I
Petr Erasmus. ) Licensing client type
excise goods for own use, as 4B13 — To manufacture or
follows: import stills for sale or to
1.1.1 Form DA 185: Application repair stills for reward.
e eeececscscscscscscscscscsescsssasssssns form — Registration/ 2. Amendments to Schedules to the

licensing of customs and
excise clients;

1.1.2 Form DA 185.4A14:

Registration client type
4A14 - Registered still; 2.1.1 The substitution of tariff
) subheadings 1001.91
1.1.3 Form DA 185.4A15: and 1001.99 as well as

Registration client type 1101.00.10 and 1101.00.90
4A1.5 ~ Manufacture of to increase the rate of
excisable goods solely customs duty on wheat
for own use b.y the and wheaten flour from
manufacturer; 29,85¢/kg and 44,77¢/kg
to 49,07c/kg and
73,61c/kg respectively;

Act (certain sections quoted from
the SARS website):

2.1 Schedule 1 Part 1:

CHAMBERS GLOBAL 2018 ranked our Tax & Exchange Control practice in Band 1: Tax.
Gerhard Badenhorst ranked by CHAMBERS GLOBAL 2014 - 2018 in Band 1: Tax: Indirect Tax.
Emil Brincker ranked by CHAMBERS GLOBAL 2003 - 2018 in Band 1: Tax.

Mark Linington ranked by CHAMBERS GLOBAL 2017- 2018 in Band 1: Tax: Consultants.

Ludwig Smith ranked by CHAMBERS GLOBAL 2017 - 2018 in Band 3: Tax.

CDOH
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CUSTOMS & EXCISE HIGHLIGHTS

CONTINUED

In the event that specific
aavice is required, kindly
contact our Customs and
Excise specialist, Director,
Petr Erasmus.
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3. The Department of Agriculture, 3.2
Forestry and Fisheries published
the following notices in the
Government Gazette relating to
macadamia nuts (certain sections
quoted from the notice):

3.1 Notice 627 of 2018 -
Establishment of statutory 3.3
measure: Registration of
macadamia nurseries, growers,
processors, consolidators of
nut in shell, importers and
exporters of macadamia nuts;

Notice 628 of 2018 —
Establishment of statutory
measure: Records and returns
relating to macadamia trees as
well as domestic production,
processing, imports and exports
of macadamia nuts; and

Notice 629 of 2018 —
Establishment of statutory
measure and determination of
levies on macadamia nuts.

4. Please advise if additional
information is required.

Petr Erasmus

DealMakers:

15T BY M&A DEAL
2017 nowrorme

FiiA

2017 2 by M&A Deal Value.
1t by General Corporate Finance
Deal Flow for the 6th time in 7 years.
1% by General Corporate Finance
Deal Value.
2" by M&A Deal Flow and Deal
Value (Africa, excluding South

EMEA

Africa).
2" by BEE Deal Flow and

2016 1% by General Corporate Finance
Deal Flow.
2" by M&A Deal Value.
3 by General Corporate Finance

2015 1% by M&A Deal Flow.
1t by General Corporate Finance
Deal Flow.
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OUR TEAM

For more information about our Tax & Exchange Control practice and services, please contact:

Emil Brincker

National Practice Head
Director

T +27(0)11562 1063

E emil.brincker@cdhlegal.com

Mark Linington

Private Equity Sector Head
Director

T +27(0)11 562 1667

E mark.linington@cdhlegal.com

Gerhard Badenhorst

Director

T +27(0)11 562 1870

E gerhard.badenhorst@cdhlegal.com

Petr Erasmus

Director

T +27(0)11 562 1450

E petrerasmus@cdhlegal.com

Dries Hoek

Director

T +27(0)11 562 1425

E dries.hoek@cdhlegal.com

Heinrich Louw

Director

T +27(0)11 562 1187

E heinrich.louw@cdhlegal.com

Ben Strauss

Director

T +27(0)21 405 6063

E ben.strauss@cdhlegal.com

Mareli Treurnicht

Director

T +27(0)11 562 1103

E mareli.treurnicht@cdhlegal.com

Jerome Brink

Senior Associate

T +27(0)11 562 1484

E jerome.brink@cdhlega.com

Gigi Nyanin

Senior Associate

T +27(0)11 562 1120

E gigi.nyanin@cdhlegal.com

Varusha Moodaley

Senior Associate

T +27(0)21 4816392

E varusha.moodaley@cdhlegal.com

Louis Botha

Associate

T +27(0)11 562 1408

E louis.botha@cdhlegal.com

Jessica Carr

Associate

T +27(0)11 562 1602

E jessica.carr@acdhlegal.com

BBBEE STATUS: LEVEL TWO CONTRIBUTOR
Cliffe Dekker Hofmeyr is very pleased to have achieved a Level 2 BBBEE verifi cation under the new BBBEE Codes of Good Practice. Our BBBEE verifi cation is
one of several components of our transformation strategy and we continue to seek ways of improving it in a meaningful manner.

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
1 Protea Place, Sandton, Johannesburg, 2196. Private Bag X40, Benmore, 2010, South Africa. Dx 154 Randburg and Dx 42 Johannesburg.
T +27(0)11 562 1000 F +27(0)11562 1111 E jhb@cdhlegal.com

CAPE TOWN
11 Buitengracht Street, Cape Town, 8001. PO Box 695, Cape Town, 8000, South Africa. Dx 5 Cape Town.
T +27(0)21 4816300 F +27(0)21 4816388 E ctn@cdhlegal.com
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https://www.facebook.com/CDHLegal/
https://twitter.com/CDHLegal
https://www.youtube.com/channel/UCvCNe1IiE11YTBPCFFbm3KA
https://www.linkedin.com/company/cliffe-dekker-hofmeyr-inc?report.success=KJ_KkFGTDCfMt-A7wV3Fn9Yvgwr02Kd6AZHGx4bQCDiP6-2rfP2oxyVoEQiPrcAQ7Bf
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https://www.cliffedekkerhofmeyr.com/en/news/#tab-podcasts



