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Dear Reader, 
 
Spring has sprung. We are pleased to welcome you to our September newsletter.  
We hope the articles keep you updated on relevant tax news and provides vital business 
tips and information. 
 
Please do not hesitate to contact us if you require further 
information on any of the topics covered. 
 
Remember to view the deadlines for tax returns and keep in 
mind that we are here to assist you should you need us. 
 
Regards, 
 
Rhoderic and Chrisna Roberts 
Partners  
 
 

Dropbox Business  
Dropbox is among the simplest and most user-friendly cloud storage and file-syncing 
services. It gives users access to files from nearly anywhere. You can install Dropbox on 
virtually any computer or mobile device and dozens of other apps support integration with 
Dropbox, as well. Dropbox Business is aimed at the business and professional market. For 
larger companies there is also the option to upgrade to Dropbox Enterprise. 
 
Dropbox Business supports real-time collaboration for Office Online users, so you and 
your colleagues can access and edit the same Dropbox file at the same time while seeing 
one another's changes appear on the screen as they happen.  
 

It includes useful extras such as remote wipe, unlimited file 
recovery as well as email and telephone support services. 
You begin with 1 TB (1,000 GB) of storage, but can request 
more once you reach that limit. 
 
In terms of collaboration, you can share files and folders 
with Dropbox users regardless of whether they're part of 
your Dropbox Business account, but external users are 
limited by their plan's storage limits. 
 
In addition to a desktop app, Dropbox also provides mobile 
apps for iOS and Android, all of which sync with your online 
account. The mobile apps let you create files and folders 
and share them. 

 

September 2016 



Page | 2 

The system is good but it isn’t perfect. You can't edit documents inside Dropbox itself. 
When you click the open button on a file, you're redirected to Microsoft Office 365 online, 
where you have to either set up an account or log into an existing one. This isn't ideal but 
given that most businesses use Microsoft Office, shouldn’t prove to be too much of an 
issue. 
 
Dropbox Business offers various options in terms of security permissions and encryption, 
to mention a few, and users can prevent other members from adding, editing, or deleting 
files in a particular folder. Dropbox business costs from R175 per user per month (based 
on a minimum of 5 users). You can also choose a free 30 day trial of the service. 
 
 

Managing change 
Perhaps a cliché, but there has never been a 
truer word spoken that the only constant in life is 
change. 
 
The result of Britain’s withdrawal from the 
European Union, termed Brexit, means that you 
and your business must be prepared to change 
and adapt to a new business environment, even 
in South Africa.  
 
Here are a few change management tips for your business: 
 
Create a plan and set realistic goals 
People tend to resist change so create a plan that outlines each step of the change 
process, the key stakeholders, the timeline and the deliverables. Ask different staff 
members from across the business to feed into this plan. Someone might have a great 
idea to contribute to the plan – sometimes all you need to do is ask. 
 
Communicate  
Communicate your vision clearly to your team. Identify what it is that you are trying to 
achieve through the change process. What is in it for your team? The best managers can 
explain this in a way that inspires the team to get involved and move forward with the plan. 
 
Maintaining momentum 
Your employees may agree with your vision initially, but they're likely to become frustrated 
or disillusioned along the way, especially if they don't see immediate progress. Find ways 
to keep the conversation going through short meetings, staff surveys and casual 
conversation. Ask the team for their honest feedback regularly and be willing to listen. Be 
honest about what you don't know, and commit to updating employees when those details 
are finalised. 
 
Get the team on board 
Getting the senior management team on board is relatively easy. They should be able to 
see “what’s in it for them.” However to succeed in managing change in your business you 
need to get your middle management and your junior staff members on board too. Ask 
representatives from different groups across your business to get involved, share their 
views and take ownership of different aspects of the change process. 
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What is your USP? 
Most good marketing campaigns will focus on communicating a company’s Unique Selling 
Point (USP). In today’s crowded market, customers have more choice than ever before. 
This increase in competition makes finding, defining and communicating your USP more 
important than ever before.  
 
So what is your company’s USP? Do you offer the faster, better or cheaper product or 
service? Maybe your people are regarded as the best or most efficient? What is it that is 
truly unique about your business? 
 
When it comes to your product or service, you will know how it 
works and so you should understand exactly what it is that 
you do cheaper/better/faster than your competitors. The 
problem is that your customers are trying to decide between 
choosing your product/service or one from your competitors. 
They don't know as much about your product line as you do. 
Getting them to choose your company can therefore be a real 
challenge. 
 
The problem with most marketing campaigns that focus on a USP is that they try to 
communicate the ‘what’ rather than the ‘why’. Most businesses will talk about what it is that 
they do. They probably won’t talk about why it is that they do it. However to really stand 
out, you need to differentiate your company. Maybe you should think about using the ‘why’ 
as your USP. 
 
This is a point that is well made by Simon Sinek in his famous Ted Talk. Sinek, a 
bestselling author, set out to discover why companies like Apple have been able to 
achieve such huge success, while others with the same resources have failed. 
 
He outlined how Apple focuses on ‘Why’ rather than ‘What’. What is it that Apple makes? 
They make electronics. They make tablets, laptops, desktops, portable music players and 
watches that have a nice design. They make nice software. That isn’t any different to any 
other electronics manufacturer. However, Apple builds its core marketing message on 
‘Why’.  
 
The core marketing message from Apple would likely be something along the lines of 
“With everything we do, we aim to challenge the status quo. We aim to think differently. 
Our products are user friendly, beautifully designed, and easy to use. We just happen to 
make great computers.”  
 
Taking this as an example you can create a USP and associated marketing message for 
your business which communicates ‘Why’ it is that you do what you do and how this is of 
benefit to your existing and potential customers. 
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Managing information overload 
Today's hyper-connected business people are bombarded with more information than ever 
before. We are all faced with information overload.  
 
Many businesses have tried to encourage their offices to go paperless. However, people 
still have stacks of paper, magazines, articles and reference materials all around their 
desks. Inboxes are overflowing with ever increasing volumes of emails. Businesses are 
spending more and more on digital storage (and physical storage). So how do you 
manage information overload? 
 
Identify sources and create filters 
Consider where your information comes from. You probably receive email, newsletters and 
industry publications, to mention a few. Consider what information you really need then set 
up email filters which cut out the rubbish and only allow the relevant information through to 
your inbox. In terms of physical information – create a rule. If you don’t read an industry 
publication within a week you should unsubscribe from future newsletters or delete the 
email altogether. 
 
Allocate time to review it 
Put some time in your diary to go through all the data that you are collating. Go through 
those email folders. Review documents that you have stored away. Book a meeting with 
yourself to do this so that you’ve got some structured time in your diary each week to deal 
with information. If you use a mind map to organise your data sources into categories you 
could set up time to deal with each category one by one and therefore avoid jumping 
around from one topic to the next.  
 
Act on it or delete/recycle it 
During your review time your plan should be to act on information or delete it. Your options 
should be something along the lines of the following: 

 Deal with it now. 

 Deal with it later - only if it’s going to take more than 5 minutes to do. 

 Add it to your To Do list or mind map of tasks. 

 Pass it on to someone else to action. 

 File it away as information that is useful to know. 

 Delete it. 
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TAX NEWS 
Input tax on vehicles and entertainment 
VAT vendors are generally allowed to deduct the VAT borne by them on goods or services 
supplied to them, if they acquire these goods and services to use in their business, where 
supplies subject to VAT are made. An exception to this principle is that a vendor is 
prohibited from claiming the input tax on certain goods and services, based on the nature 
of the goods or services. The nature of items such as vehicles, accommodation, meals 
and club memberships, to name only a few, make it difficult for the tax authorities to verify 
whether such goods or services were acquired for private or business consumption. This 
could put the fiscus at risk of having to make refunds for VAT on private expenditure 
outside the chain of value being added to commercial supplies. To complicate matters, the 
rules prohibiting the deduction of input tax do make provision for certain exceptions where 
the cost can be clearly linked to business activities. 

 
During July 2016, a case regarding the deduction of 
input tax on a vehicle was heard in the tax court. This 
article provides an overview of the matter dealt with in 
this case and provides some guidance to be borne in 
mind when claiming input tax on potentially prohibited 
items, based on other case law. 
 

 
RTCC case 
The particular case heard during July is RTCC v C:SARS (VAT Case 1345). The 
background facts to the case are the following: The taxpayer carries on a courier business, 
and acquired a 2007 Mercedes Benz 115 CDI Crew Cab vehicle with the purpose of using 
it to deliver packages. The business claimed that no passengers were transported and as 
such it was entitled to the deduction in respect of the input tax. SARS however argued that 
the purpose for which the vehicle was acquired is not relevant to the question whether the 
taxpayer was entitled to a deduction for input tax. SARS argued that the determination of 
whether the taxpayer could claim input tax depended on whether the vehicle was a motor 
car as defined or not. If it is a motor car, then the input tax would be denied. If it is not a 
motor car, the normal principle would apply - i.e. input tax can be claimed if the vehicle 
was acquired for purposes of being used to make taxable supplies. 
 
For purposes of the above, a motor car is defined as far as was relevant to this case:  
“motor car” includes a motor car, station wagon, minibus, 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…” (emphasis added) 
 
This definition also contains a specific listing of items that would not be considered to be 
motor cars. This includes busses, heavy trucks, hearses and certain game viewing 
vehicles. The vehicle considered in the RTCC case did however not fall into any category 
specifically excluded from being a motor vehicle. As such the question to be considered by 
the court was essentially whether the vehicle was constructed mainly for the purpose of 
carrying passengers or not (as emphasised). This interpretation centred around the 
word mainly.   
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From the facts in the reported judgment, the 
vehicle had a driver and passenger seat as 
well as a row of seats behind this. The 
remainder of the space in the vehicle was 
open for cargo to be loaded. The taxpayer 
argued that the second row of seats was not 
comfortable and merely served the purpose of 
enabling the vehicle to carry persons involved 
in attending to the cargo. It was argued that 
these seats were purely utilitarian. Despite this 
the judge was of the view that these seats 
were nevertheless constructed for passengers (the purpose or function of the passengers 
does not appear to be relevant). Based on the length and area of the vehicle, all 
measurements of the space in the vehicle indicated that between 58% and 65% of the 
vehicle was taken up by seat space. This resulted in more than 50%, which is the objective 
test for the term mainly, being constructed for the purposes of transporting passengers. It 
was therefore held that the taxpayer could not fulfil the burden of proving that this was not 
a motor car, as defined. The judge concurred with the SARS view that input tax should be 
denied on the acquisition of this vehicle. 
 
General considerations in relation to denial of input tax 
The application of the provision that deny input tax on certain items was also the subject of 
a case heard in 2014 (VAT case 1015, heard in the Gauteng Tax Court).  That case dealt 
with the cost of accommodation for employees, who were contracted to work at a 
particular site. The employer company provided contract workers with hostel type 
accommodation. From the facts in the reported case, the accommodation was not 
luxurious. It was merely sufficient to provide the minimum facilities for the workers to 
reside at the site. Due to the fact that the employees’ normal place of work was at this site, 
the exception that exists for the cost of meals and accommodation acquired by a person 
when away from his or her normal place of residence and work for business purposes did 
not apply. The court therefore had to determine whether the accommodation constituted 
entertainment and consequently whether the input tax deduction should be denied. 

 
The term entertainment is specifically as follows:  
““entertainment” means the provision of any 
food, beverages, accommodation, 
entertainment, amusement, recreation or 
hospitality of any kind by a vendor whether 
directly or indirectly to anyone in connection with 
an enterprise carried on by him” (own emphasis 
added). 
From this definition, it is clear that this term 
includes accommodation. 
 

The taxpayer advanced a similar argument to those in the RTCC case regarding the 
utilitarian purpose of the second row of seats by reasoning that it believed due to the lack 
of luxury or enjoyment of the accommodation, this did not constitute entertainment, as 
contemplated in the VAT legislation. It was also similarly argued that this accommodation, 
as in the case of the vehicle acquired for courier purposes, was essential for business 
purposes. The judge however indicated that the VAT Act did not categorise entertainment. 
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If the words in the definition are not ambiguous, as it was contended they were not, the 
definition should be read as it stands. It was held that the hostel accommodation was 
therefore indeed entertainment as defined. 
 
In these two cases the courts applied a consistent approach to interpreting the 
prohibitions, by considering the words of the relevant definitions, without having regard to 
the purpose for which the expenditure is incurred. Taxpayers and their advisors often 
convince themselves that based on potential marketing, promotional or other business 
purposes, it is acceptable to deduct input tax in respect of items that may potentially be on 
the prohibited input tax deduction list. Arguments based on the use or purpose of such 
goods or services acquired without consideration for the definitions and details of the 
exceptions to the prohibitions may be dangerous.  These two cases illustrate the risk that 
these persons may face.   
 
If your business is incurring costs in respect of items where the input tax may potentially 
be denied, it is recommended that the arguments on why this input tax should be allowed 
or falls outside the prohibitions be tested with a tax advisor. 
 
 

Deadlines looming 
 23 September 2016 – Deadline for 2016 income tax returns manual / postal 

submissions 

 25 November 2016 – Deadline for 2016 income tax returns for non-provisional tax 

payers at a SARS branch or via e-filing 

 31 January 2017 – Deadline for 2016 income tax returns submission for provisional tax 

payers via e-filing – Individuals & Trusts 

 28 February 2017 – Deadline for 2016 income tax 

returns for companies 

 28 February 2017 – Deadline for 201702 second 

provisional tax returns for Individuals, Companies 

and Trusts 
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