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1. Introduction 

The Value Added Tax Act, 89 of 1991, levies Value Added Tax (VAT) on the sales of goods and 
services rendered and the importation of goods into the Republic of South Africa, as stated in section 
7 of the Act. There is an exception in the Act that exempt certain goods and services from VAT and no 
VAT is charged nor may it be claimed on these goods. As of 1 April 2018, an amendment was made 
to the VAT rate to 15%. VAT may not be withheld when payment is made to a supplier 
 

2. Important definitions and abbreviations 
• Enterprise – Enterprise is defined as any enterprise or activity which is carried on 

continuously or regularly by any person in South Africa and in the course or furtherance of 
which goods or services are supplied to any other person for consideration, irrespective of 
whether or not profits are derived from it. 

• Supply – is defined in the VAT Act as including performance in terms of a sale, rental 
agreement, instalment credit agreement and all other forms of supply, whether voluntary, 
compulsory or by operation of law, irrespective of where the supply is affected, and any 
derivative of supply is construed accordingly. For VAT purposes, all supplies are treated as 
either being a standard-rated supply, a zero-rated supply, or an exempt supply. Supplies that 
are standard rated or zero-rated are considered to be taxable supplies as defined. Standard 
rate supplies are supplies that are subject to VAT at the prescribed rate of 15%. 

• Vendor – A Vendor is defined as any person who is or is required to be registered under the 
VAT Act. 

• Output VAT –Output VAT is essentially defined as VAT payable by a Vendor on the supply of 
goods or services by such Vendor - VAT payable on income received. 

• Input VAT – Any VAT charged to a Vendor by another Vendor relating to the supply of goods 
or services by the supplier to the recipient. This includes VAT paid to Customs and Excise on 
the importation of goods into SA by a Vendor – Input VAT is therefore VAT that can be 
claimed on relevant expenses. 

• VAT – Value Added Tax 
• SARS – South African Revenue Services 
• VCR – VAT Class Ruling 
• KFS – Kuali Financial System 
• GL – General Ledger 
• DI – Distribution of Income and Expense 
• YEDI – Year-end Distribution of Income and Expense 
• GEC – General Error Correction 
• YEGEC – Year-end General Error Correction 
• RJV – Journal Voucher 
• SB – Service Billing 

VAT is levied on all supplies of goods and services in accordance with an Act of the State known as 
the Value Added Tax Act. 

Any person that carries on any enterprise will under certain circumstances be liable to register for 
VAT. Once registered, the levying of VAT becomes compulsory on all supplies made by such a 
person. 

VAT paid on expenses may, under certain circumstances, be deducted from the Output tax levied, 
and only the difference is payable to SARS 

At the end of each tax period, the vendor will be liable to submit a return to SARS, calculating the 
Output- and Input Tax and paying the difference to SARS. Where Input Tax exceeds Output Tax, the 
difference will be refunded to the vendor 

VAT is levied at a rate of 15% (before 1 April 2018 @ 14%) and is known as the standard rate of VAT.  
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Under certain circumstances, VAT may be charged at the zero rate which means that the transaction 
is taxable but at the rate of 0%. In effect, VAT is charged at 0%, but the input tax paid may still be 
claimed. The last category is exempt supplies, which attracts no VAT as it is seen as not being a 
taxable supply. 

 

3. Revenue Streams 
In a University environment different income sources are applicable, including: 

• Tuition fees 
• Board and Lodging 
• Meals provided to students 
• Research 
• Consulting Services 
• Government grants and subsidies 
• Third-party lettings 
• Supply of other goods and services 

There are three types of supplies: 

• Taxable Supplies – All supplies made by a vendor in the course or furtherance of an 
enterprise on which VAT should be levied at the standard rate or the zero rate – examples 
include contract research, supplies by sport clubs, third-party rentals, vacation 
accommodation, services to non-residents. 

• Exempt Supplies – Supplies of goods or services not regarded as enterprise activities and 
where no VAT is levied – examples include Tuition fees, any supplies incidental to education, 
board and lodging of students, transport, and interest. 

• Out-of-scope supplies – These are supplies which fall out of the scope of VAT and are not 
subject to VAT; examples are dividends and donations. 

Types of Income 

• Exempt income – 0% 
No output VAT is applicable on income and no input VAT may be claimed on expenses 
incurred. 
Examples of exempt income include the following:  

 Tuition Fees 
 Board and lodging of students 
 Donations 

 
• Zero-rated income – 0% 

No output VAT is applicable on income, but input VAT may be claimed on relevant expenses 
Example: 

 Sales of items like brown bread, milk, fresh fruit and vegetables,  
 Delivery of goods and services to a foreign recipient and the recipient is not in RSA at 

the time of rendering services,  
 Certain Grants from State departments – DSI, DTI, DHET, WRC, etc. (Unless the 

contract states otherwise) 
 

• Standard rate income – 100% 
Output VAT is applicable on income and input VAT may be claimed on relevant expenses 
incurred. 
Example: 

 Consulting income 
 Rental income 
 Sponsorship income 
 Retail sales – all food sales to students, excluding zero-rated items 
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4. Sponsorship Income vs Donation Income 
Sponsorship and Donations can be cash or in-kind (goods and services). There is a big difference 
between a sponsorship and a donation, and one must make sure how to distinguish between the 
two. 
 
 
Sponsorship Income  
Sponsorship income is received from a sponsor for a specific purpose and may only be used for 
that purpose. The sponsor usually receive a benefit from the sponsorship, for example marketing 
benefit (sponsors name is mentioned). In most cases, the sponsor may require feedback on how 
the sponsorship was utilised. 
VAT is applicable on all Sponsorship income at a standard rate and must be received on income 
object – 5752 -Sponsorship Income. VAT may, in return, be claimed on all relevant expenses on 
which this sponsorship income was spend. 
 
Donation income 
Donation income is received from a Donor and may be used as seen fit. Therefore, there are no 
conditions applicable regarding the spending of the donation received. Donations are charitable in 
nature and purely benefit the organisation at hand.  
Donations received are exempt from VAT and must be received on income object 5754 – 
Donations received. No VAT may be claimed on any expense on which the donation was spend. 
Object 5754 may therefore not be linked to a VATable account. 
The NWU may issue a Section 18A Donation certificate to the Donor that enables the Donor to 
make a tax deduction for the Donation given. 
When issuing a Tax Invoice on KFS it is important that the Tax Type – Donations, is used in 
conjunction with object 5754. 
 

 
5. VAT Classification types 

This is the classification code linked to each object to distinguish where the relevant VAT relating to a 
specific income or expense should be reflected on the VAT return (VAT201) submitted monthly to 
SARS. 

 
 

Example: 
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6. VAT Apportionment and VAT principles 

Education and goods and services incidental to the supply of education – exempt in terms of s12(h)(i) 
and 12(h)(ii) 

• Mandatory fees as part of tuition fees – generally VAT Exempt 
• Not required as part of tuition fees – generally taxable 

Taxable and exempt nature of income requires a restriction on input tax incurred 

• Direct attribution: 
o Expenses incurred wholly for the purpose of making taxable supplies – fully recoverable: 

 Consumables contract research (subject to student involvement – will be explained in 
due course) 

 Consulting and other taxable services 
o Expenses incurred wholly for the purpose of exempt supplies – is not recoverable  

 Education materials 
 Consumables basic research 
 Board and lodging 

Overhead/mixed expenditure – expenses incurred for both taxable and exempt purposes must be 
apportioned: 

• Water and electricity 
• Security 
• Maintenance 
• Insurance 
• Central stores 

Standardised apportionment method for the sector is the VAT Class Ruling (VCR) 

This means input VAT may be recovered on applicable expenses for mixed purposes (i.e., overhead 
costs) and is limited to 12.5% in accordance with the VCR.  

The VCR has specific input tax rules in respect of research 

• Research activity 
 Taxable supplies – Contract and 50% of applied research 
 Exempt supplies – Basic Research (0%) 

 
• Commercial research projects is required to recognise the education component – Student 

involvement 
• Disconnect between input and output VAT treatment for research functions 

 

Basic Research 0% VAT recovery rate – no input VAT may be deducted 

Applied Research 50% VAT recovery rate – 50% of VAT may be deducted as input VAT 

Contract research (student 
involvement) 

50% VAT recovery rate – 50% of VAT may be deducted as input VAT 

Contract research (no 
student involvement) 

100% VAT recovery rate – 100% of VAT may be deducted as input VAT 
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• Basic Research  
 Experimental or theoretical work primarily to acquire new knowledge of underlying 

foundations of phenomena and facts. 
 No particular application or use in view. 
 Constitutes supply of exempt educational services or non-enterprise activity. 

• Applied Research 
 Project primarily for a specific practical aim or objective. 
 Should result in the application of new or existing knowledge into a process or 

product. 
 Meets the requirements of the definition of “enterprise” for VAT purposes 
 Input VAT deduction based on the research activity and not on the nature of the 

funding. 
 Note: Different interpretations of what constitutes applied research – SARS applies a 

very narrow interpretation of ‘immediate commercialization’. 
• Contract Research 

 Contractually liable to deliver a service/product 
 Funder entitled to research outcome 
 Taxable supply and full consideration are subject to VAT 

o 15% - RSA funder; or 
o 0% - Foreign funder 
o 15%/0% - Funding from Government departments depending on the contract 

• Excluded from Research 
 Short Courses 
 Bursaries 
 Sales of goods 
 Rendering of services 
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Research input tax decision tree 

 

 

 

 
 

 

Expenses incurred for research purposes. 

YES 

Basic Applied Contract 

Research primarily to 
acquire new 

knowledge of the 
underlying foundations 

of phenomena and 
observable facts, 

without any particular 
application or use in 

future, no prospects of 
commercialization 

The application of 
new knowledge into a 
process or product or 

the transfer of existing 
knowledge into a new 

process or product, 
for the benefit of the 

research contractor or 
for the immediate 

purpose of 
commercializing the 

product 

Contract research, 
consulting, sub-

contracting, clinical 
trials, funder receives 
reciprocal deliverables 

(Testing results, 
analysis, IPR, License, 

financial rewards, 
use/distribution 

rights).  

Input VAT not 
recoverable 

50% of Input 
VAT 

Student involvement 

No Yes 

50% of Input 
VAT 

100% of Input 
VAT 
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Therefore, in a University environment, we have different VAT recovery rates. 

The VAT recovery rate on an Account is determined when an Account is opened on KFS. 

Consequently, it is crucial to not use an Account for another purpose than what it is opened for there 
can be substantial VAT implications as well as other reporting risks 

The following VAT recovery rates are applicable: 

0% VAT Recovery 
Rate 

0% VAT - means no 
VAT is applicable 

Educational services – 
NWU core business 

Basic Research 

Income object Exempt 

12.5% VAT 
Recovery Rate 

(VCR) 

12.5% VAT - means 
that 12.5% of 15% 
VAT may be claimed 

Overhead cost/Mixed 
supplies (Expenses 
incurred for both 
taxable and exempt 
purposes must be 
apportioned – 
Municipal services, 
Security, 
Maintenance, 
Insurance etc. 

Usually SOF 1 Accounts – 
therefore subsidy 
(therefore generally 
internally funded) 

50% VAT Recovery 
Rate 

(VCR) 

50% VAT – means 
that 50% of 15% 
VAT may be claimed 

Applied Research and 
Contract Research 
with student 
involvement 

Income object can be Zero 
rated or Standard rate 
income depending on the 
source of income 

100% VAT 
Recovery Rate 

100% VAT means 
that 100% of 15% 
VAT may be claimed 

Goods and Service 
Delivery (Third party 
rental, Consulting 
services, sales of 
prepared meals) 

Contract Research 
with no student 
involvement 

Income object can be Zero 
rated or Standard rate 
income depending on the 
source of income 

 

7. VAT treatment on KFS 

The VAT recovery rate on a KFS Account is determined when an account is opened, and the relevant 
income object is also linked 
When a transaction is created on KFS, the system, depending on the type of transaction, first 
assesses the: 

• VAT recovery rate of the Account 
• The object code and if VAT is applicable or not on the object 
• Vendor registered for VAT/not registered for VAT 
• Commodity code 
• If any of these factors have no VAT applicable, no VAT will be calculated on KFS 

These rules differ slightly on KFS GL e-docs -  
• GEC (YEGE) 
• DI (YEDI) 
• RJV 
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On GL e-docs, the system only assesses the Accounts VAT recovery rate and the object 
This means the Vendor VAT status is not considered, and the initiator and approver of the e-doc must 
consider this when determining if VAT is applicable to the transaction or not. 
The Vendor VAT status must be checked manually, this is where the Calculate VAT tick comes in.  
If a Vendor is not registered for VAT, the Calculate VAT tick must be marked NO. 
 
PLEASE NOTE – If either the Account or the object is exempt from VAT, KFS will not calculate VAT – 
In this instance, it is not necessary to change the VAT tick to NO it must remain on default YES 

The initiator and the Fiscal officer must add a note for the FIN Approver’s attention if VAT is not 
applicable. 

The FIN Approver is responsible for making sure the VAT is handled correctly 

Also note that on certain doc types like a Service Billing (SB) no VAT will be applicable, this is an 
internal transaction 

 
Account & Object: Where do I see if it is vatable or not?  

• When you click on the underlined Account or Object number, more information (including the 
VAT status) will be displayed. 
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On the KFS NWU GL Object Detail report, if VAT is applicable to a transaction, the transaction will have two separate accounting lines, 

• VAT inclusive amount (invoice amount) 
• VAT amount 

 
Example 

• This transaction must now be moved to the correct object from 2752 to 2701 – on the same account – objects both vatable 

 
• The inclusive amount (R125.58) must be moved because the VAT line (R2.05) will be handled by KFS 
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• If unsure if your accounting lines are correct, save the document and look at the pending entries 

 
 

• Invoice amount as per accounting line 

• VAT amount handled automatically by KFS 

The VAT amount is calculated as follows: 

Remember that the VAT rate is 15% 

The Account VAT recovery rate is 12.5% - this means only 12.5% of the 15% VAT may be claimed on this account on applicable expenses. 

Invoice amount x15/115x12.5% = VAT to be claimed 

R 125.58 x 15/115 x 12.5% = R 2.05 
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As previously mentioned, GL e-docs only look at the Account and object to determine VAT 

Therefore, if a transaction is moved from a non-VAT object to a VAT object, you must manually look 
at the Vendor to determine if VAT might be applicable on the TO accounting line on your GL e-doc 

Example: 

• FROM (CT) - 2553 – VAT exempt 0% 

• TO (DT) – 2554 – VAT standard rate 100% 

Account has a VAT recovery rate of 12.5% but object 2553 is exempt from VAT therefore no VAT 
is applicable on the accounting line. 

 
The transaction is being reallocated to object 2554, which is a vatable object 

Because the VAT on the two objects differs it is important to go and look if the Vendor is registered for 
VAT or not. 

Two ways you can do this: 

• Either lookup the document on KFS of the transaction which is now being moved in this case, 
doc 6364794 and have a look at the invoice that was attached to see if the vendor is 
registered for VAT or not. If the Vendor is registered for VAT the VAT number of the Vendor 
will be displayed on the invoice indicating that they are registered for VAT and the VAT 
amount will also be indicated on the invoice.  

• Or you can look up the Vendor on KFS to see if he is registered for VAT or not. 
• The first option is the preferred method, as you can make ensure a valid tax invoice was 

received for this payment. 
• Please make sure that if the invoice is above R 5 000 that the NWU VAT number is also 

displayed on the Invoice and all the other relevant information – see point 9 – Requirements 
for a Valid tax invoice 

In case you performed a doc search and looked at the invoice that was attached to document 
6364794 to determine if the Vendor is registered for VAT or not, you will see the VAT number of 
the Vendor as well as the VAT amount displayed on the invoice which indicates therefore that the 
Vendor is in fact registered for VAT.  
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Because the Vendor is registered for VAT and a Valid tax invoice was received, the Calculate VAT 
must be YES on the TO accounting line – In case the Vendor was not registered for VAT the 
Calculate VAT indicator would have been marked NO. 

 
The second line on the pending GL entries indicates the VAT on the transaction. 

 
The VAT amount is calculated as follows: 

Remember the VAT rate is 15% 

The Account VAT recovery rate is 12.5% - this means that only 12.5% of the 15% VAT may be 
claimed on this account, and applicable expenses. 

Invoice amount x15/115x12.5% = VAT to be claimed 

R 2 340.00 x 15/115 x 12.5% = R 38.15 

 

8. VAT on Invoices (Income) 
• The NWU accounts for VAT on the invoice basis; this means, the NWU must account for VAT 

at the earlier of: 
o The time an invoice is issued for the goods or services; or 
o The time any payment of consideration is received by the supplier. 

• When a transaction is created on KFS, the system, depending on the type of transaction, first 
looks at the following: 

o VAT recovery rate of the Account and; 

o  The object code and if VAT is applicable or not on the object. 

• If either the Account or the object is exempt from VAT, no VAT will be applicable on the 
relevant transaction. 

• The VAT recovery rate is determined when an Account is created on KFS and the relevant 
income object is linked. Therefore, it is also crucial not to use an Account for any other purpose 
than what it was opened for or reuse old accounts; there can be substantial VAT implications. 

• In the case of invoices, the Invoice type also plays a role when it comes to VAT on invoices. 

• KFS therefore looks at the invoice type, account and object to determine if there is VAT 
applicable when an invoice is issued. 

• When a Non-Tax invoice, Bursary or Donation invoice type is selected, no VAT will be 
calculated even if both the account and the object is vatable. 

• VAT will only be calculated if invoice type Tax invoice and Tax Invoice Rand (Foreign) is 
selected, and both the Account and object are vatable. 

• The invoice type is therefore critical, and both the initiator and the approver must ensure the 
correct invoice type is used when an invoice is issued. 

• Invoice type – Non-Tax invoices, Bursaries and Donations: 
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o A Non-Tax invoice may only be used when an Account is exempt from VAT – Goods 
and services rendered must be exempt, for example SCAS approved short course 
invoices. 

o No VAT is applicable on Bursaries and Donations. 

o Invoice type – Bursaries - may only be used in conjunction with object 6251 – 
Income Outside Sponsored Bursaries (the invoice type has an influence on the 
account receivable object – 7502 is applicable to bursary invoices). 

o Invoice type – Donations – may only be used in conjunction with object 5754 – 
Donations received (the invoice type has an influence on the account receivable 
object – 7503 is applicable to donation invoices). 

 

Example:  

The Account has a VAT recovery rate of 100%, and the object is vatable, but due to the fact that the 
Invoice Type – Non-Tax Invoice was selected no VAT will be calculated. 

 
 

 
That’s why it is very important to select the correct invoice type when an Invoice is issued. 

• Where services are rendered to foreign customer and the customer is not in the RSA at the 
time of rendering the service, the services will be deemed as to be exported and the zero rate 
for VAT will apply – Invoice type ~ Tax invoice. 

• Where services are rendered to foreign customer and the customer is in the RSA at the time of 
rendering the service VAT will be charged at the standard vatable rate – Invoice type ~ Tax 
invoice Rand Foreign must be used; the foreign customer can claim back the VAT when 
leaving the borders of RSA. 

Note: The correct income object as mentioned earlier will be linked when an account is opened and 
therefore VAT on the income/invoice will be handled correctly, if the correct invoice type is used. 
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8.1 The treatment of VAT when a receipt is allocated directly to income object instead of 
outstanding debtor 

 
• What is the implication when a receipt is directly allocated to income and not applied to the 

outstanding debtor/invoice? 
o VAT and income are declared twice 
o VAT and income will therefore be declared when the invoice was issued and again 

when the receipt was allocated directly against the income object.  
o Income and liabilities will be overstated 

• This must be rectified as soon as you become aware hereof, a Credit memo must immediately 
be raised for that invoice to rectify the income and VAT. 

• How the transaction should be accounted for if the receipt is allocated directly against the 
outstanding debtor. 

 
 

• How the transaction will look if the receipt is incorrectly allocated directly against income and 
not against the outstanding debtor 
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8.2 Effect of VAT on the write-off of Invoices and Credit memos 

Circumstances under which a Credit memo may be issued: 

• Where a supply is cancelled. 
• Where the nature of the supply is fundamentally varied or altered 
• Where the previously agreed consideration for that supply has been altered by agreement with 

the recipient, whether due to the offer of a discount or for any other reason 
• Where goods or part of goods have been returned by the recipient 
• An error has occurred in stipulating the amount of consideration agreed upon for the supply. 

 

The following requirements must be met before a Credit memo may be issued: 

• A tax invoice must have been issued on which the wrong VAT amount was reflected, resulting 
from one of the criteria mentioned previously; or 

• A return was furnished on which the wrong amount of output VAT was declared as a result of 
one of the previously mentioned criteria. 

In short, Credit memo’s can be used in any circumstances that would require the invoice to be 
changed and re-issued 

A Credit Memo therefore may not be issued according to the VAT Act if the Debtor becomes 
irrecoverable  

• When a debtor becomes irrecoverable, the debtor must be written off.  
• NWU may claim input VAT on bad debt as per Section 22(1) of the VAT Act. If a taxable supply 

was made and VAT was paid over to SARS when the amount becomes irrecoverable, an input 
tax deduction of the VAT may be made on the amount that became irrecoverable. 

• If a Credit memo is issued when debt is irrecoverable income is incorrectly decreased as well 
as Output VAT. 

• That is why irrecoverable debt must be written off as an expense and input VAT is then 
recovered on the irrecoverable debt. 
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9. Requirements for a Valid Tax-Invoice 

SARS has a check list with certain criteria that must be met for an Invoice to be valid in order to claim 
VAT. Requirements as per Sec 20(4): 
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Example of a Full Tax-Invoice 

 

 

 

 

A - Contains the words “Tax Invoice”, “VAT Invoice” or “Invoice” 
B - Name, address and VAT registration number of the supplier 
C - Name, address and where the recipient is a vendor, the recipient’s VAT registration number 
D - Serial number and date of issue of invoice 
E - Accurate description of goods and /or services (indicating where applicable that the goods are 
second-hand goods) 
F - Quantity or volume of goods or services supplied 
G – Value of the supply, the amount of tax charged and the consideration of the supply (value and the 
tax) 
 
 
A Tax-Invoice must be in South African currency unless it is a zero-rated supply 
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10. Import VAT 

Apart from the customs duty there is also VAT payable on the importation of goods.  
Normally an import agent is used that is responsible for all the import documentation as well as the 
customs duty and import VAT. The import agent invoices the NWU for the customs duty and import 
VAT, as well as their levies for services rendered plus VAT on the levy. 
 
When payment is done on KFS the system cannot distinguish between the different VAT on the invoice, 
the levies and customs duty. KFS will therefore calculate the VAT as being inclusive in the total amount 
of the invoice. 
A RJV - Journal Voucher will have to be created after the payment has been finalised on KFS in order 
to claim the correct amount of VAT on the invoice, this journal must be done by the person responsible 
for this specific Account's finance on KFS, the Fiscal Officer or Financial Accountant. 
Documents required to be attached to the RJV: 

 Invoice on which import VAT is indicated,  
 NWU GL Object detail report (GLBI002) extract indicating where the payment was made 

(should be object 3125 – Expenses Imports) and, 
 The calculation of the import VAT that still can be claimed. 

The RJV must be initiated by the responsible person and the credit accounting line must be 
completed with the expense object 3125, the document must then be ad-hoc routed to the Tax Office 
to COMPLETE the Import VAT (object 7654 - Input VAT Imports) debit accounting line. 

Please remember: If importation cost, and therefore import VAT is applicable to assets aquired, the 
correction must first be done before capitalisation for this asset can take place (via GEC). 

Examples regarding the correction of Import VAT applicable on the different VAT recovery rates: 

Account VAT recovery rate – 100% 

In case the VAT recovery rate on an account is 100%, then 100% of the VAT can be claimed. 
However, as mentioned KFS will not be able to distinguish between the VAT on levies, customs duty, 
and imports. Instead, the VAT will be calculated on the total invoice amount. 

An example of the NWU GL Object Detail report and invoice is shown below:  
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The VAT that KFS calculated on this invoice amounts to R50 823.11 (15% of the total invoice amount 
of R 389 643.87). However, on the invoice, the total VAT related to the invoice in its entirety amounts 
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to the Customs VAT and VAT levied on other items is R330 045.41 (R325 082.25 + R 4960.16): Thus, 
the total VAT on the invoice is R330 045.41. The VAT claimed when payment was made amounts to 
R50 823.11 – The difference of R279 222.30 (R 330 045.41 – R 50 823.11) need to be rectified with a 
RJV. 

An example of the calculation is shown below:  

 
 

 

Account VAT recovery rate – 50% 

If the VAT recovery rate on an account is 50%, then 50% of 15% VAT can be claimed. However, as 
mentioned KFS will not be able to distinguish between the VAT on levies, customs duty, and imports. 
Instead, the VAT will be calculated on the total invoice amount. 

An example of the NWU GL Object Detail report and invoice is shown below:  
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The VAT that KFS calculated on this invoice amounts to R 878.84 (R 13 475.58 x 15/115 x 50%). 
However, on the invoice, the total VAT related to the invoice in its entirety amounts to the Customs 
VAT and the VAT on other charges is  R 12 811.12 (R 12 711.45 + R 99.67): Thus, the total VAT on 
the invoice is R 12 811.12. The VAT claimed when payment was made amounts to R 878.84 – The 
difference of R5 526.72 ((R 12 811.12 x 50%) - R 878.84)) would need to be rectified with a RJV. 
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An example of the calculation is shown below:  

 
 

Account VAT recovery rate – 12.5% 

If the VAT recovery rate on an account is 12.5%, then 12.5% of 15% VAT can be claimed. However, 
as mentioned KFS will not be able to distinguish between the VAT on levies, customs duty, and 
imports. Instead, the VAT will be calculated on the total invoice amount. 

An example of the NWU GL Object Detail report and invoice is shown below: 
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The VAT that KFS calculated on this invoice amounts to R1 625.61 (R99 704.05 x 15/115 x 12.5%). 
However, on the invoice, the total VAT related to the invoice in its entirety amounts to the Customs 
VAT, and VAT levied on other items is R 95 742.14 (R95 147.85 + R 22.50 + R 571.79). Thus, the 
total VAT on the invoice is R 95 742.14. The VAT claimed when payment was made amounts to R 1 
625.61 – The difference of R 10 342.16 ((R95 742.14 x 12.5%) - R 1 625.61)) would need to be 
rectified with a RJV. 

An example of the calculation is shown below:  
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11. Foreign electronic services 

Universities are required, in terms of section 7(1)(c), to account for output tax at the standard rate of 
the supply of services acquired by universities from a supplier who is not a resident or carries on 
business outside of the Republic (foreign services) to the extent that the services applied for an 
exempt or non-taxable purpose 
From 1 April 2014, all foreign suppliers of electronic resources (as defined in section 1(1) and 
prescribed by the Minster by regulation) supplying electronic services to South African customers, are 
required to register as VAT vendors and levy VAT at the standard rate on all supplies made to South 
African customers. Universities will not be required to account for VAT on imported services in relation 
to these supplies from such foreign suppliers who have registered for and levied VAT in relation to 
these supplies 
 
The definition of “electronic services” according to section 1(1) of the VAT Act means those services 
prescribed by the Minister by Regulation as set out in the VAT Act. In simple terms, “electronic 
services” refers to electronic or digital content supplied by electronic means, for example, via the 
internet or other telecommunications service.  
 
The definition of an “enterprise” according to section 1(1) of the VAT Act includes the following: 

• The supply of electronic services by a person from an export country where two of the 
following criteria are met: 

o The recipient of the electronic services is a resident of SA; or 
o The payment to the foreign electronic service entity originates from a bank registered 

or authorised in terms of the Banks Act 94 of 1990; 
o The recipient of the electronic services has a business, residential or postal address 

in SA. 

Therefore, VAT on any online subscriptions, electronic databases, periodicals, and e-books that 
comply with the definition of electronic services needs to be accounted for accordingly. 

This mainly applies to the Library in a University environment.  

In case where the Vendor is not registered for VAT in South Africa the University is obligated to 
declare Output VAT on the total amount paid to the foreign vendor. Input VAT may also be claimed in 
such instances (essentially the service was imported, albeit electronically). Should a foreign vendor 
be VAT registered in South Africa, the University will not be liable to account for imported Services 
VAT (Output VAT) seeing that the vendor has an obligation to declare this VAT to SARS, the 
University may claim Input VAT.  

In 11.1 and 11.2 it is explained how to account for VAT for the two different scenarios – when a 
Foreign Vendor is not registered for VAT in SA and when a Foreign Vendor is registered for VAT in 
SA – will be explained. 

 

11.1. The vendor is not registered for VAT in SA 

The transaction highlighted in pink relates to a foreign vendor who is not registered for VAT in SA, the 
invoice is shown below: 
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For the university to account for the Output and import VAT, the following calculation is done: 

 

Output VAT (Object 9552) 

Invoice amount x 15/100 = Output VAT to be paid over to SARS 

Import VAT (Object 7654) 

Invoice amount x 15/115 x 12.5% = Import VAT to be claimed from SARS 

 

11.2. The vendor is registered for VAT in SA 

The transaction highlighted in green relates to a foreign vendor who is registered for VAT in SA, the 
invoice is shown below. The VAT registration number of the Foreign Vendor will be clearly indicated 
on the invoice:  

Therefore the calculation will be done as follows: 

R 314 359.57 (Invoice amount) X 15/100 = R 47 153.94 (Output VAT to be paid) 

R314 359.57 (Invoice amount) X 15/115 X 12.5% = R 5 125.43 (Import VAT to be claimed) 

The corrective RJV entries would be as follows: 

CR 3452   R47 153.94 

 CR 9552    R47 153.94 

DR 7654   R 5 125.43 

CR  3452    R 5 125.43 
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Vendor SA VAT number 

NWU VAT number 
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Import VAT (Object 7654) 

Invoice amount x 15/115 x VAT recovery rate on the account = Import VAT to be claimed 

 

NOTE: If the University’s VAT registration number is not on the invoice – No VAT may be claimed 

 

12. Research Collaboration and Sub-contracting 

Universities often collaborate with each other on research projects. 

For the supply to be subject to VAT(either standard or zero rated) there needs to be a supply of good 
and/or services for consideration 

• Collaborative research agreements  
Where research funding is awarded to a consortium of multiple parties collaborating, each 

collaborating party receives the funding directly from the funder, via the agent who is normally 

the main applicant (Hub). 

The award is typically paid by the funder to the main applicant who is then required to 

disburse the funding to each of the participating parties. However, as each party’s contract is 

with the funder and not the main applicant, the funds disbursed to the parties is not regarded 

as consideration paid for a supply and no VAT applies. 

In case where the NWU is the Hub, we will issue the Invoice on the income object that was 

linked when the Account was open. As soon as the invoice is final and reflects on the GL, a 
Journal Voucher (RJV) must be written in the same month to object 9709 – Creditors 
other to reallocate the income of the other Universities/Collaborators to this object. The only 

income that should remain on the income object should be the income of the NWU according 

to the contract deliverables. 

The payments to the other Universities/Collaborators must then be made out of object 9709, 

which is used as a control account and that should have a 0 balance at the end of the 

contract.  

In case where the NWU is one of the collaborators, therefor not the Hub, there will also be no 

VAT applicable on the income and therefore also on the NWU Invoice that is issued to 

another University.  

 

• Subcontracting 
Sub-contracting arrangements, refer to a scenario where a single institution is awarded 

funding or has responded to a proposal process and the agreement is entered into between 

Therefore the calculation will be done as follows: 

R 211 877.43 (Invoice amount) X 15/115 X 12.5% = R 3 454.52 (Import VAT to be claimed) 

 

The corrective RJV entries would be as follows: 

DR 7654   R 3 454.52 

 CR 3452    R 3 454.52 
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the funder and the institution. The single institution is responsible for the end-to-end delivery 

of the project. 

During the process (and provided that the agreement with the funder allows for this), the 

recipient institution decides to sub-contract the project in part or in full due to capacity 

constraints or a specific skill being required from a third party. The institution enters into a 

separate agreement with the third party agreeing the deliverable and consideration.  

In this instance, the single institution remains responsible for the delivery of the project 

regardless of the subcontracting input. Accordingly, the supply by the third party to the 

institution is considered to be consideration for the supply of goods and/or services and 

therefore subject to VAT (if both parties in South Africa, VAT at 15% will apply). These 

payments must be made from object 2056 - Professional fees. 

  

 
 

 

13. Insurance claims regarding NWU Vehicles and Rental Vehicles 

Depending on the type of vehicle that is applicable, NWU owned vehicles or rental vehicles, shall 
determine the handling of VAT on insurance claims that the NWU received. 

Definitions according to the VAT act will assist in the determining on if VAT will be applicable or not 
when an insurance claim is received for the write off or theft of a NWU owned vehicle. 

The definition of a “motor car” is defined in section 1(1) of the VAT Act as a motor car, station wagon, 
mini bus, double cab light delivery vehicle and any other motor vehicle of a kind normally used on 
public roads, which has three or more wheels and is constructed or converted wholly or mainly for the 
carriage of passengers. 

The aforementioned five categories are explained below: 

• The first category refers to a motor car which is defined as “a road vehicle, typically with four 
wheels, powered by an internal-combustion engine and able to carry a small number of 
people”.1 In addition, in Mincer Motors Ltd v Commissioner of Customs 1958 1 SA 652 (T) 
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the court confirmed that “an essential connotation of the idea of a “motor car” is that it is a 
vehicle which is designed for carrying passengers as distinct from goods”. In light of this, the 
term “motor car” includes ordinary coupe (hatch-back), sedan type passenger vehicles and 
sport utility vehicles (SUVs) which are designed for the carrying of passengers. 

• A station wagon is a car with a longer body than usual, incorporating a large carrying area 
behind the seats and having an extra door at the rear for easy loading. 

• A minibus is a small bus which accommodates 10 to 15 passengers. 
• A double cab light delivery vehicle is a four wheel pick-up truck with four doors and a reduced 

load capacity to accommodate up to five people. 
• Any other motor vehicle of a kind normally used on public roads, which has three or more 

wheels and is constructed or converted wholly or mainly for the carriage of passengers, will 
generally encompass a vehicle which falls outside of the first category because it is not 
designed for the carriage of passengers only. As a result, vehicles which cast doubt as to 
whether they are designed for the carriage of passengers must be subjected to a test to 
determine whether they are designed wholly or mainly for the carriage of passengers. 
Vehicles with these characteristics include panel vans, club cabs, single cab light and heavy 
delivery vehicles. This category was the subject of a court case. 

The definition of a ‘motor vehicle’ includes all vehicles designed primary for the purpose of carrying 
passengers. The definition covers ordinary sedans, hatchbacks, multi-purpose vehicles and double 
cab bakkies. Can transport a total passengers less than 16. 

A single cab bakkie or a bus designed to carry more than 16 persons will qualify for input VAT 
purposes will be considered not as a passenger vehicle but a commercial vehicle. 

The following are considered commercial vehicles – vehicles weighing at least 3500kg or more, able 
to haul at least 1000kg of cargo for business purposes, lorries, vans, tractors, pickup trucks and car-
derived vans, motorcycles. Primary purpose is not to transport passengers. 

In the case of an insurance claim is received for an NWU vehicle, it must first be estabilished whether 
the vehicle complied with the definition of a motor vehicle. If it is a motor vehicle as defined in the VAT 
act then it is seen as a Passenger vehicle and no VAT is applicable on the insurance claim received. 
The reason for this is no Input VAT could be claimed when the passenger vehicle was original bought 
by the NWU. 

When an insurance claim is received for an NWU vehicle and does not fall under the definition of a 
motor vehicle and therefor a commercial vehicle then the NWU is obligated by law to pay Output VAT 
on the insurance claim received, because the NWU would have claimed Input VAT when the vehicle 
was originally bought. 

In case where insurance claims are received for damage of a rental vehicle the NWU is only obligated 
by law to account for VAT at an apportionment rate of 12.5% on the insurance claim received.  
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