
LEARN MORE ABOUT VAT 
 
What is VAT?  
Value added tax or more commonly known as VAT is an indirect tax on the consumption of 
goods and services in the economy. Certain businesses are required to register while others 
can do so on a voluntary basis. These businesses act as agents for the government in 
collecting VAT.  
 
VAT is currently levied at a standard rate of 14% on the supply of goods and services. There 
are a limited range of goods and services which are subject to VAT at a zero rate or are 
exempt from VAT.  
 
When will your business be liable to register for VAT?  

- Compulsory registration is necessary when the income earned from selling goods 
and services exceed R1 000 000. 

- Voluntary registration is necessary if the entity would like to become a vat vendor if 
the taxable supplies (Turnover) exceed R50 000. 

- The entity may also apply for voluntary registration even if the threshold of R50 000 
is not met; however a reasonable explanation that the turnover will exceed the 
threshold must be given to the commissioner.  

- Non residents suppliers of certain electronic services may need to register if their 
taxable supplies exceed R50 000. 
 

Persons who are registered or obliged o register for VAT are referred to as VAT vendors. 
 
Output VAT 

This is referred to as the tax on cash or credit sales made by an entity at the 
prescribed rate being at 14%. 
 

Input VAT 
This is referred to as the tax on cash or credit purchases made by the entity as a 
prescribed rate being at 14%. 

 
Invoice and payment basis simplified  
Invoice basis  
General time of supply rule - This rule states that the supply occurs at the earlier of when: 

- The invoice is issued or  
- The payment is made  

All vendors must account for VAT on the invoice (or accrual basis) must be applied, unless in 
the case of fixed property of which it must be accounted for to the extent in which payment 
is made.  
 
Vendors will need to therefore account for the full amount of output tax even if payment 
has not been received. This concept works in the same manner for Input tax upon the 
purchases made by the entity.  
 
 



Payment basis  
Vendors only account for VAT on actual payments made and received which is used to assist 
small businesses. The point of this method is to defer the tax until payment has been made.  
A vendor must apply in writing to SARS before being allowed to apply the payments basis, 
which, if approved, will only apply from a future tax period as specified by the Commissioner 
  


