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	WHAT IS VALUE ADDED TAX (VAT)

	Value added tax (VAT) is a tax charged on the supply of goods and services by a vendor.  Vendors registered for VAT collect VAT from customers on behalf of the South African Revenue Services (SARS).




	NEED AND PURPOSE FOR VAT

	· The government is responsible for paying the following services:

· Protection of citizens

· Social welfare

· Infrastructure

· Taxes must be paid to the government so that they have an income to pay for these services.  Taxes include:

· Income tax, VAT, customs & excise duties




	WHO CAN REGISTER AS A VAT VENDOR

	Two types of registration 
· Compulsory registration

· Must have a turnover of more than R1 000 000 p.a.

· Voluntary registration

· Must have a turnover of more than R50 000 and less than R1 000 000 p.a.

· If the turnover is less than R50 000 p.a., a business may not register for VAT




	VAT RATE: STANDARD RATE OF 15%

	· Standard rate of 15%
VAT is now calculated at a standard rate of 15%

This rate can be changed at any time by the Minister of Finance.




	ZERO RATED ITEMS (0%)

	· Some goods are charged at a zero rate (0%) -  no VAT is charged on them.   This rate can also be changed by the Minister of Finance if the need arises.

· Nature of the zero –rated goods.  These goods are zero-rated so that poor people can afford these necessary items

· Brown bread

· Maize products

· Rice

· Lentils

· Dried beans

· Legumes 

· Fresh and frozen fruit

· Cooking oil

· Eggs 

· Canned pilchards

· Paraffin 

· Milk, Milk powders and blends

· Fresh and frozen vegetables

· Petrol and diesel fuel (Subject to fuel levies included in the pump price.)

· Sale of a business entity (going concern)

· Services provided to foreign residents and foreign businesses

· Direct export

· Transport of people and goods and delivery of services across national borders




	VAT EXEMPTED ITEMS

	VAT exempt items

By law the following are NOT subjected to VAT

· Financial services, e.g. interest, life assurance, medical schemes, provident funds and pension funds

· Export services

· Childcare services

· Educational services, e.g. schools, universities, technikons, etc.

· Services provided by associations not for gain (non-profit organisations)

· Renting non-current assets as a private home 

      (excluding holiday accommodation)

· Donated goods and services sold by non-profit bodies (e.g. church bazaars)

· Passenger transport in South Africa by bus, taxi or train
· Salaries & wages

· Private sales of personal items

· Hobbies and recreational pursuits



	WHO PAYS VAT

	VAT is classified as an indirect form of taxation as the final consumer bears the cost of the tax.  

The suppliers of goods and services in the production process will charge VAT and pay the VAT on the ‘value added’ over to SARS, but at the end of the process the final consumer will be charged the total value of VAT, as VAT is included in the selling price / service price.




	HOW IS VAT CHARGED?


The VAT will be included in the price of goods charged by a VAT Vendor and so therefore the customer will be the one who is paying the VAT.

	PRINCIPLES OF VAT


	VAT may be the fairest system of taxation in South Africa as it applies equally to all persons.  

No person, irrespective of their earnings, is exempt from paying VAT.

Distribution chain from the raw material to the final product (wood to the table).

Forest


Timber mill 


Furniture factory

Furniture wholesaler

Retailer

Customer 

                   VAT is charged on the value that is added by each business in the 
                      chain and paid over to the SA Receiver of Revenue (SARS).  
                    If the business in the chain is a registered VAT vendor, they can 
                                                     claim the VAT back.  
                      The last person in the chain (the consumer) cannot claim the tax back.




	EXAMPLE OF A TAX INVOICE


	




INVOICE



No. 118

	
	
	
	
	(
100 Bosman Street

	To
	Philharmonic Traders
	
	
0001 PRETORIA

	
	210 Schoeman Street
	
	(
(012) 326 7694

	
	Pretoria
	
	
	
	

	
	0001
	
	
	26 July
	20
	19

	Purchased from:

KEYBORD SUPPLIERS

	Quantity
	Description
	Price
	Amount

	4
	Flutes
	R120
	480
	00

	5
	Guitars
	R230
	1 150
	00

	2
	Violins 
	R685
	1 370
	00

	
	
	
	3 000
	00

	
	15% VAT
	
	450
	00

	
	
	
	3 450
	00

	
	
	
	
	

	E. & O.E.
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RATES





Standard Rate


Zero Rated


VAT Exempt








REGISTRATION





Voluntary Registration 


Compulsory Registration 








VAT Vendors





Registered with SARS
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