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FOURTH SCHEDULE
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Preamble
In this Note unless the context indicates otherwise

e “Companies Act” means the Companie 0. f 2008;
din ion 1(1);

e “Company” means a company as defi

e “Schedule” means a schedulede th
e ‘“section” means a section o0 ;

e “the Act” means the Inc ax Aet No. 58 of 1962;

e “the Commissio s any employee of SARS who has the
delegated power to exercisg and perform certain duties; and

e any other v @ exp

Purpose

ion bears the meaning ascribed to it in the Act.

This Note pr es guidance on the application of section 66(13C) and the
discretionary power vested in the Commissioner to accept financial accounts of a
company for a period ending on a day which differs from the last day of the
company'’s financial year.

Section 3(1) provides that the powers conferred and duties imposed upon the
Commissioner by or under the provisions of the Act, may be exercised or performed
by the Commissioner or by any officer under the control, direction or supervision of
the Commissioner.

The equivalent of a year of assessment for a foreign company is a “foreign tax year”
as defined in section 1(1). The closing date of financial accounts of a foreign
company does not fall within the scope of this Note.

Interpretation Note No. 19 (Issue 4) dated 15 February 2016 “Year of Assessment of
Natural Persons and Trusts: Accounts Accepted to a Date other than the Last Day of
February”, provides guidance on the Commissioner’s discretionary power to grant
permission to a natural person or trust to submit financial accounts for a period which
differs from the year of assessment ending on the last day of February.



Background

Companies are occasionally required to close their financial accounts earlier or later
than the last day of their financial year owing to various reasons. Section 66(13C)
was introduced into the Act with effect from 3 July 2008 to allow companies to align
reporting for tax purposes with the period ending on the day on which their financial
accounts are closed.

The law

The relevant provisions of the Act are quoted in the Annexure.

Application of the law
Definitions of “year of assessment” and “financial year”

The term “year of assessment” is defined in section 1(1). A company's year of
assessment is its financial year. Under section 5(1)(d), a company shall pay income
tax annually on the taxable income received by, accru in favour of it during
every financial year.

The term “financial year” is also defined in secti (Lain t ase of —

e a newly incorporated company, the fi
on the date of incorporation
immediately succeeding that
Commissioner having regar

o eaf’Is the period commencing
ing the last day of February
any other date approved by the

e any period subsequent
or not, commencingggi iately” after the last day of the immediately
preceding financi hat company and ending upon the first
anniversary of su or upon such other date as the Commissioner
having regar, i tances of the case may approve.

If, for example, a ¢ any'’s financial year ends on 30 June, the Commissioner may
approve tha earqef assessment coincides with the financial year. In case a
company ch financial year, the Commissioner may also approve a
corresponding c¢hange in the year of assessment.

In approving a company’s financial year, the Commissioner may take into account
the requirements of the Companies Act. Amongst other things, section 27 of the
Companies Act provides that —

e a company’s financial year may not exceed 15 months (this applies to its first
financial year and any subsequent financial year which is longer than
12 months as a result of a change in financial year);

e a company may not file a notice to change its financial year more than once
during a financial year; and

e in the case of a change in financial year the newly established financial year-
end must be later than the date on which the notice is filed.

The Companies Act does not lay down a minimum period for a financial year. A
company incorporated on 1 February 2016 which adopts a financial year-end of the
last day of February would thus have a first financial year of one month.
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Generally, the approval of a company’s first financial year does not present any
difficulty and the Commissioner may approve the financial year adopted by the
company for purposes of section 27 of the Companies Act but is not obligated to do
so. In the unlikely event of a company not specifying a financial year, its financial
year will be the last day of February.

The discretionary power of the Commissioner under the definition of “financial year”
is not subject to the Companies Act. The Commissioner is, therefore, not bound to
accept a notice of change in financial year filed under the Companies Act. If the
Commissioner does not agree to the change in financial year end for a specific year
of assessment, a company may draw up separate sets of financial statements for
that period, one for Income Tax purposes and one for Companies Act purposes.
Non-approval can happen, for example, if an application carries negative
consequences for the fiscus, such as a decrease in tax rates or enhanced capital
allowances. The Commissioner will approve such an application only in exceptional
circumstances or may approve it subject to the change taking effect in the following
fiscal year.

The following are examples of valid reasons for a
financial year:

esting a change in

e A company’s operations are based
company has a mid-year peak follo
inception of the company the set the financial year at 30 June
without taking into account the ature of the company’s business.
They now desire to change th nd to 31 October when stock levels and
sales are low. The revi will make stocktaking much easier as
well as simplifying a cut-off procedures.

has a December financial year. The pressure
resulted in an administrative burden for the
ated stock levels and the volume of transactions
ompany applied to change its financial year to the last

e A company in the
of the holidayms

around yea
day o rua

Example 1 — Rejection of change in financial year
Facts:

In his Budget Speech on 21 February 20x2 the Minister announced that the
corporate tax rate would decrease from 28% to 27% for companies with years of
assessment ending between 1 April 20x2 and 31 March 20x3.

On 22 February 20x2 Company C applied to the Commissioner to change its
financial year from 28 February 20x2 to 30 April 20x2 citing various commercial
reasons, none of which involved exceptional circumstances.

Result:

Since there were no exceptional circumstances justifying the application and in view
of the negative consequences for the fiscus, SARS notified the company that its
request could not be accepted. The company was given the option of changing its
financial year-end to 30 April 20x3 (that is, its first amended financial year would run
from 1 March 20x2 to 30 April 20x3, a period of 14 months).
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Financial accounts drawn up for a period that differs from the financial year

If a company does not close its financial accounts on the last day of its financial year,
the Commissioner may accept that the financial accounts in respect of its income be
drawn to a fixed day approved by the Commissioner. A request must be submitted to
the Commissioner within a reasonable period before the last day of the company’s
financial year. The fixed day should fall within 10 days before or after the last day of
the financial year. The Commissioner may approve the following as a fixed day:

e Afixed day, being a specific day of the week.
e Afixed date, being a specific date in a calendar month.
The day that a company may choose to close off its financial accounts other than on

the last day of the company’s financial year and within the 10 day requirement, is
illustrated below:

Financial year end 10 days before 10 days after
31 January 21 — 30 January February
28 or 29 February 18 — 27 February og 10 March
19 - 28 Februar
31 March 21-30M A 1 — 10 April
30 April 20— 29 x 1-10 May
31 May —30 May 1-10June
30 June 0 — 29 June 1-10 July
31 July 21— 30 July 1 - 10 August
31 August 21 — 30 August 1 — 10 September

30 September

20 — 29 September

1 — 10 October

31 October

21 — 30 October

1 — 10 November

30 November

20 — 29 November

1 — 10 December

31 December

21 — 30 December

1-10 January

The term “income” is defined in section 1(1) but the same definition cannot be used
for purposes of section 66(13C) since section 66(13B) provides that income includes
any aggregate capital gain or aggregate capital loss for purposes of section 66(13C).
For the purpose of section 66(13C), “income” is interpreted as “taxable income”. This
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interpretation is necessary to ensure that any deductions and allowances included in
the financial accounts of a company are allocated to the correct year of assessment.*

Section 66(13C)(b) provides that when financial accounts are drawn to a date after
the last day of the company’s financial year, no further regard shall be had in the
subsequent year of assessment to the income disclosed by those financial accounts.

Similarly, a company that closes its financial accounts on a day within 10 days before
the last day of its year of assessment must account for any income falling after that
fixed day in the financial accounts in the subsequent year of assessment. Such
treatment is implied through the Commissioner’s acceptance of the accounts for the
relevant period.

Example 2 — Accounts accepted to a date other than the last day of a financial
year

Facts:

It of many of its staff
ow days of January,
per 2015 to request

Company D has a financial year-end of 31 December.
being on leave during the last week of December
Company D applied to the Commissioner bef
approval for it to close its accounts on 5 Janu

Result:

counts for the extended period is

accounts for the period 1 January 2015
e total amount of income disclosed by the
income for the 2015 year of assessment.

If Company D’s application to draw up
approved by the Commissioner, the
to 5 January 2016 will be acce
financial accounts will be re

Example 3 — Acco to a date other than the last day of a financial
year

Facts:

Company E h cial year-end of 30 June. The accounting calendar used by

Company E is based on 52 full weeks with the weeks commencing on a Monday and
ending on a Sunday. The last day of Company E’s accounting calendar will always
fall on a Sunday and for the 2016 year it will specifically fall on Sunday, 3 July 2016.
Company E believes that the most meaningful and accurate comparison of sales
growth can be measured on a weekly basis, from Monday to Sunday. As a result,
Company E applied to the Commissioner before 30 June 2016 to request approval
for it to close its accounts on the last day of its accounting calendar, which is a
Sunday.

1

For similar reasons, in CIR v Simpson 1949 (4) SA 678 (A), 16 SATC 268 at 282 Watermeyer CJ
adopted the ordinary meaning of the word “income” of “profits or gains” in relation to the
equivalent of section 7(2).




Result:

The last Sunday of Company E’s accounting calendar is a fixed day that will fall
within 10 days before the last day of the financial year. If Company E’s application to
draw up financial accounts up until the last Sunday of its accounting calendar is
approved by the Commissioner, the financial accounts for the period 1 July 2015 to
3 July 2016 will be accepted and the total amount of income disclosed by the
financial accounts will be regarded as income for the 2016 year of assessment.

Capital gains and losses

Section 66(13B) provides that the word “income” in section 66(13C) includes any
aggregate capital gain or aggregate capital loss. The aggregate capital gain or
aggregate capital loss is determined by adding together all the capital gains and
subtracting all the capital losses on all individual assets during a specific year of
assessment.?

ear of assessment.
asset is disposed of
loss will arise if the
WA capital gain or capital

A company’s capital gain or capital loss is determineg
A capital gain will arise during a year of assessment i
if the proceeds on its disposal exceed its base
base cost of the asset exceeds the proceeds o
loss can arise during the current year of assess n asset disposed of in a
previous year of assessment if further proceeds ar ceived or accrued or further
expenditure is incurred during the current ssessment on that asset.?

As discussed above, section 66(13C jdes that no further regard shall be had
in the subsequent year of asse e income disclosed by financial accounts
drawn to a date after the la e company'’s financial year. Section 66(13C)(b)

Company F $ inancial year ending 30 September 2015 and is granted
permission under section 66(13C) to render financial accounts for the period ending
24 September 5. During the period 1 October 2014 to 30 September 2015 the
company realised capital gains on the following assets:

e 21 August 2015 - land
e 26 September 2015 — shares

Result:
The capital gain on disposal of the land must be accounted for in the year ended
30 September 2015 (2015 year of assessment).

The capital gain on disposal of the shares must be accounted for in the year ended
30 September 2016 (2016 year of assessment).

Paragraphs 6 and 7 of the Eighth Schedule set out the general rules for determining an aggregate
capital gain or aggregate capital loss for a year of assessment.

Paragraphs 3 and 4 of the Eighth Schedule set out the general rules for determining a capital gain
or capital loss for a year of assessment.



4.3

4.4

The discretionary powers of the Commissioner under section 66(13C) are not subject
to objection and appeal.*

Conditions for Commissioner’s approval

The following matters will be considered before the Commissioner approves an
application:

e An application to render financial accounts to a date other than the last day of
a company’s financial year-end may have negative tax implications for the
fiscus. The earlier closure of financial accounts may lead to the manipulation
of income and expenditure of the company. For example, it may result in the
deferral of income derived as a result of the conclusion of a large contract or
transaction. Approval will be granted only if the Commissioner is satisfied that
the purpose of the application is not for obtaining a tax benefit.

e Each application will be considered on its own merits by taking the specific
circumstances of the company into account.

dicating the special
urnished. Supporting

e The application must be in writing and reaso
circumstances to be taken into account
information and documentation must acc

reasonable period before the la e company'’s financial year. Failure
to submit an application withi period may result in approval not
being granted before the en inancial year. Such a delay will result in
the company being assésse at year on the basis that no application
was submitted.

th

e A company tha joyed{past approval to change the day on which its
financial accq closed, may submit a further application to change the

( by Commissioner to another day on which it wishes to

accounts in the future. The Commissioner, however,
istent reporting of results and any such application will be

A company that wants to change the fixed day approved by the
Commissioner back to its original financial year-end must also submit an
application to SARS requesting the change.

Provisional tax

Any company that falls within the definition of “provisional taxpayer” in paragraph 1 of
the Fourth Schedule is required to be registered as such. Under paragraph 23 of the
Fourth Schedule, a company must make its first provisional tax payment within six
months as from the commencement of its year of assessment and the second
provisional tax payment not later than the last day of its year of assessment.
An optional additional payment (third payment) can be made within seven months of
the end of the company’s year of assessment for companies with a financial year
ending on the last day of February or in any other case, within six months of the end

4

See section 3(4)(b) which does not include section 66(13C).
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4.6

8

of the year of assessment. This third payment will reduce the liability for any interest
which may become payable for the relevant year of assessment.”

The dates by which provisional tax payments must be made remain unchanged even
if a company is granted approval to submit financial accounts for a period which
differs from its financial year-end.

A company that has been granted approval under section 66(13C) by the
Commissioner to submit financial accounts to a date other than the last day of its
financial year must submit its provisional tax return and make payment not later than
the last day of the year of assessment. The estimate should take into account the
fact that accounts may be closed on a day other than the last day of the financial
year.

Trading stock

Trading stock held and not disposed of at the beginning and end of a year of
assessment must be accounted for as specified under ion 22. Section 22(6)(b)
provides that any reference in section 22 to the beg or end of a year of
assessment includes a reference to the period cov ancial accounts and
accepted by the Commissioner under section 66

e Commissioner to a date
ent,¥section 22(6)(b) requires that
ing and end of the period covered

It follows that when financial accounts are ac
other than the last day of the year of
trading stock must be accounted for a
by those financial accounts.

Effective dates of legislation

Companies applying section 66(13C) need to be aware of changes in legislation that
occur outside a year of assessment but during the period that the financial accounts
are drawn up. The wording of the relevant effective date provision will determine how
legislative changes will affect a particular transaction. As a result it is not possible to
lay down definite rules for dealing with such changes.

Effective dates applicable to a transaction date are unaffected by the fact that the
results for the period that the financial accounts are drawn up are taken back to an
earlier year of assessment or carried forward to a future year of assessment.

5

Paragraph 23A of the Fourth Schedule.



Example 5 — Change in legislation applicable to a transaction date

Facts:

Company G has a financial year ending on 30 June. It is granted permission under
section 66(13C) to render financial accounts up until 5 July 2015.

On 3 July 2015 Company G incurred an expense in relation to its trade. The section
governing the deductibility of the expense was withdrawn with effect from 30 June
2015 and applied to any expenditure incurred on or after that date.

Result:

The expenditure will not be deductible because the transaction took place after the
effective date of the amendment (30 June 2015) which applies to all transactions on
or after that date.

An effective date that applies to a year of assessment , however, apply to a
transaction conducted before or after the year of ass if it falls within the
period that the financial accounts are drawn up a o s for that period are

Facts:

31 December. It is granted permission

Company H has a financial year e
i nts up until 8 January 2016.

under section 66(13C) to rende

On 5 January 2016 Comp ived income in relation to its trade. The section
governing the exemption @f that income from normal tax was inserted with effect from
1 January 2016 and [ ears of assessment commencing on or after that
date.

Result:

Under section the income received must be accounted for in the year of

assessment ending 31 December 2015.

The income will not be exempt from normal tax because the amendment applies to
years of assessment commencing on or after 1 January 2016.

Tax period for value-added tax (VAT)

A company registered as a vendor for VAT purposes is allocated a specific tax period
for which the output tax and input tax is declared and the difference between them is
calculated and either paid to or refunded by SARS for that specific tax period. The
closure by a company of its financial accounts on a day other than the last day of its
financial year will not have any impact on its VAT liability for any tax period.
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For more information on the different tax periods, see Interpretation Note No. 52
(Issue 3) dated 10 March 2014 “Approval to end a tax period on a day other than the
last day of a month”.

0. Conclusion

A company intending to close its financial accounts either within 10 days before or
after the end of a year of assessment must submit an application to a SARS branch
office for permission to draw up financial accounts to another closing date.

Section 66(13C) relates only to a situation in which a company obtains approval from
the Commissioner to close its accounts on a date other than the last day of its
financial year. This approval does not result in a change in the company’s financial
year end.

Legal Counsel
SOUTH AFRICAN REVENUE SERVICE

oS
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Annexure — The law
Section 1(1)

1. Interpretation.—(1) In this Act, unless the context otherwise indicates—
“company” includes—

(@ any association, corporation or company (other than a close corporation) incorporated
or deemed to be incorporated by or under any law in force or previously in force in the
Republic or in any part thereof, or any body corporate formed or established or
deemed to be formed or established by or under any such law; or

(b) any association, corporation or company incorporated under the law of any country
other than the Republic or any body corporate formed or established under such law;
or

(c) any co-operative; or

(d) any association (not being an association referred to in paragraph (a) or (f)) formed in
the Republic to serve a specified purpose, beneficial to the public or a section of the

public; or
() any—
@ ......
(ii) portfolio comprised in any investment arrigf’on outside the Republic that
is comparable to a portfolio of a collective tment scheme in participation
bonds or a portfolio of a collectivelinvestment scheme in securities in pursuance

of any arrangement in terms of Which
1 of the Collective Investm Sc es Control Act) are invited or permitted to
contribute to and hold rests in that portfolio through shares, units
or any other form of par interest; or

(iii) portfolio of a collgctive i nt scheme in property that qualifies as a REIT as
defined in paragraph 13.1|(x) of the JSE Limited Listings Requirements; or

€) the perio hether of 12 months or not, commencing upon the date of incorporation
or creationjof such company and ending upon the last day of February immediately
succeeding such date or upon such other date as the Commissioner having regard to
the circumstances of the case may approve; or

(b) any period subsequent to the period referred to in paragraph (a), whether of
12 months or not, commencing immediately after the last day of the immediately
preceding financial year of such company and ending upon the first anniversary of
such last day or upon such other date as the Commissioner having regard to the
circumstances of the case may approve;

“year of assessment” means any year or other period in respect of which any tax or duty
leviable under this Act is chargeable, and any reference in this Act to any year of assessment ending
the last or the twenty-eighth or the twenty-ninth day of February shall, unless the context otherwise
indicates, in the case of a company or a portfolio of a collective investment scheme in securities be
construed as a reference to any financial year of that company or portfolio ending during the calendar
year in question.
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Section 5(1)

5. Levy of normal tax and rates thereof.—(1) Subject to the provisions of the Fourth
Schedule there shall be paid annually for the benefit of the National Revenue Fund, an income tax
(in this Act referred to as the normal tax) in respect of the taxable income received by or accrued to or
in favour of—

@ ......

by ...
(©) [Not applicable];

(d) any company during every financial year of such company.

Section 22(6)(b)

22. Amounts to be taken into account in respect of values of trading stocks. —

(6) Any reference in this section to the beginning or end of a ye ssessment includes—

(@ [Not applicable];

(b) where accounts are accepted under section 66413A) o
the Commissioner, a reference to the begin oifend,
period covered by the accounts.

to a date agreed to by
the case may be, of the

Section 66(13B) and (13C)

(13B) For the purposes of subs
construed as including any aggregate capita

(13C) Where—

d (13C), the word “income” must be
regate capital loss.

(@ ose ts accounts on the last day of its financial year, the
cc counts in respect of the taxpayer’'s income drawn to a
ae Commissioner, which day shall fall within 10 days before or
of the financial year;
(b) drawn to a date later than the last day of the year of assessment,

of a subsequent year of assessment.

Definition of “effective date” in section 89quat(1)

“effective date”, in relation to any year of assessment of a provisional taxpayer, means—

(a) where the provisional taxpayer is a company which has a year of assessment which
ends on the last day of February or is a person (other than a company) who has not
been granted permission by the Commissioner under the provisions of
section 66 (13A) to render accounts for a period ending on a date other than the last
day of February, the date falling seven months after the last day of such year; or

(b) in any other case, the date falling six months after the last day of such year as
applicable for the purposes of the provisions of paragraph 21 or 23 of the Fourth
Schedule;
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Paragraph 23 of the Fourth Schedule

23. Provisional tax shall be paid by every company which is a provisional taxpayer in the
following manner, namely—

(@ within the period ending 6 months after the commencement of the year of assessment
in question, one half of an amount equal to the total estimated liability of such
company (as determined in accordance with paragraph 17) for normal tax in respect of
that year;

(b) within the period ending on the last day of that year, an amount equal to the total
estimated liability of such company (as so determined) for normal tax in respect of that
year less the amount paid in terms of item (a),

() ......
less, in either case, the total amount of—

(i) any employees’ tax deducted by the taxpayer’s employer from the taxpayer’s remuneration
during the relevant period; and

(i) any tax proved to be payable to the government of any oth y which will qualify as a

rebate under section 6quat.



	1. Purpose
	2. Background
	3. The law
	4. Application of the law
	4.1 Definitions of “year of assessment” and “financial year”
	4.2 Financial accounts drawn up for a period that differs from the financial year
	4.3 Conditions for Commissioner’s approval
	4.4 Provisional tax
	4.5 Trading stock
	4.6 Effective dates of legislation
	5. Tax period for value-added tax (VAT)
	6. Conclusion
	Annexure – The law




