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Digital economy impact 
checklist 
Update on indirect tax developments in South Africa

This indirect tax digital economy checklist provides you with an update on a recent country 
development; kindly review to see how your organization may be impacted. In case of any 
queries, please contact your local KPMG advisor.

Please click any heading title from the list below to navigate to this section:

 — Summary

 — Obligations imposed on remote sellers

 — Types of supplies affected

 — Determining the status of the customer

 — Possibilities to provide input to the government

Summary
Jurisdiction affected: South Africa.

Summary of the change:

South Africa (SA) has had VAT on electronic services provided by foreign suppliers 
since 2014, which required these service providers to register for VAT in South 
Africa, as soon as the aggregate value of its supplies meets or exceeds ZAR50,000 
for all supplies made in circumstances where at least two of the following apply:

 — the recipient is a South African ‘resident’

 — payment originates from a local bank account

 — the recipient has an address in SA. 

The types of services envisaged are listed in a regulation.

Following a recent budget speech by the SA Minister of Finance in which he 
announced the intention to extend the ambit of the regulation, the SA Revenue 
Service (SARS) issued an amended regulation in draft, together with an explanatory 
memorandum. The ambit of VAT on electronic services will expand significantly, 
such that only two types of electronic services would be excluded, being certain 
educational services and telecommunications services.

At this stage there is no indication that it will not apply to B2B supplies, and there 
may be further expansions to cater to services supplied by intermediaries and  
so-called ‘platforms’ as per the explanatory memorandum.

The intended effective date is 1 October 2018.

Current status of the change: Draft legislation.

When does the proposed change 
commence?

1 October 2018.
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Obligations imposed on remote sellers
Does a VAT registration potentially 
trigger consequences for corporate 
income tax purposes (e.g., does it 
deem a permanent establishment 
(PE))?

No.

Will remote sellers and/or platforms 
need to register?

Yes. 

Is there a (simplified) registration 
procedure, and is it open to  
non-established entities?

Yes. 

What is the registration threshold for 
foreign suppliers?

As soon as the aggregate value of its supplies meets or exceeds ZAR50,000 for 
all supplies made in circumstances where at least two of the following apply:

 — the recipient is a South African ‘resident’ 

 — payment originates from a local bank account

 — the recipient has an address in SA. 

Is it the same as local suppliers?

No.

Who pays the VAT/GST — supplier/
platform/split payment/withholding/
reverse charge/other approach?

It is not 100 percent clear yet. The draft regulation does not include 
intermediaries and platforms but, as indicated, the intention as indicated in the 
explanatory memorandum does envisage VAT liabilities for intermediaries and 
platforms.

Is the liability for accounting for the 
VAT/GST limited to just the supplier, 
or may other parties potentially be 
liable (e.g., joint liability)?

Other parties potentially liable.

Currently, the VAT Act and the regulation do not provide for ‘intermediaries’ 
and ‘platforms’. However, to broaden the scope, the explanatory memorandum 
indicates that further amendments will be proposed. It is expected that it will be 
proposed that where a supplier provides services using the electronic platform of 
another person, (e.g., an ‘intermediary’), the intermediary will be deemed to be 
the supplier where the intermediary facilitates both the supply of the services and 
invoicing; and the collection of the payment. (Pure payment platforms only, will 
likely be excluded but this will have to be confirmed.)

How often must VAT/GST returns  
be filed?

Monthly or bi-monthly, to be determined by SARS at registration.

Are tax invoices required to be 
issued?

Yes.

Types of supplies affected

Goods, services or both? Services.

Is there a low value threshold  
(for goods)?

N/A.

Are businesses required to advertise 
or state prices inclusive of VAT/GST?

Yes.

Are any of those supplies potentially 
subject to a reduced rate or zero rated 
or exempted?

Yes. 0 percent VAT applies in limited circumstances, otherwise the standard rate 
of 15 percent applies.

Must VAT be mentioned separately on 
the invoice?

Yes.



Determining the status of the customer
What types of customers are 
classified as B2B?

The regulation and draft regulation do not differentiate between B2B and B2C 
supplies.

What requirements are there for 
determining if the customer is 
located in that country? What proof is 
needed?

At least two of the following must apply for a transaction to be subject to VAT in SA:

 — the recipient must be a SA ‘resident’

 — payment must originate from a SA bank account

 — the recipient must have an address in SA.

Possibilities to provide input to the government
Is there a process in place to share 
comments/practical problems with 
the respective legislative body or 
government or other groups?

Yes. Legislation and regulations are drafted in a consultative process by the 
government department responsible for tax laws, the National Treasury. 
A 5 year commission on SA tax affairs recently concluded its work with 
recommendations relevant to VAT on electronic services, which have not been 
considered in the draft changes to the regulation. We therefore expect another 
round of proposed changes, likely before the current draft changes and public 
comment can be finalised.
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Who to contact

For more information on recent digital economy developments, please visit: www.kpmg.com/indirecttaxdigitaleconomy or a 
member of KPMG’s Digital Economy sector network:

For more information and detailed advice on the change and on digital sector tax/indirect tax advice, please contact:   

Andre Meyburgh  
Director — Indirect Tax VAT 
KPMG in South Africa 
T: +27 82 851 6587 
E: andre.meyburgh@kpmg.co.za 

Pierre Moolman 
Senior Manager — Indirect Tax VAT 
KPMG in South Africa  
T: +27 82 719 5775 
E: pierre.moolman@kpmg.co.za  
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