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Abstract: 

The rapid growth and adoption of decentralized digital currencies have disrupted the global financial 

systems, posing significant challenges for regulatory frameworks, particularly in taxation. As 

cryptocurrencies, such as Bitcoin and Ethereum, continue to rise, tax authorities face difficulties in 

applying traditional tax laws, resulting in confusion and uncertainty, especially regarding Value-Added 

Tax (VAT). This study explores the VAT implications of cryptocurrency transactions in South Africa, 

complemented by a comparative analysis of other jurisdictions – Italy, the United Kingdom, Japan, 

Australia, and Singapore. Leveraging a qualitative methodology, the study reviews regulatory 

frameworks such as tax regulations and court rulings to explore the classification of cryptocurrencies for 

VAT purposes – money, goods, or services. The results show significant jurisdiction disparities – some 

jurisdictions classify cryptocurrencies as a financial service, exempt from VAT, while other countries 

classify cryptocurrencies as taxable supplies. The absence of a clear and concise definition of 

cryptocurrencies creates uncertainties, compounded by the risk of tax evasion due to the nature of 

cryptocurrency (i.e., anonymity). The study suggests that classifying cryptocurrencies as money could 

minimise VAT administration complexities and proposes technological tools like blockchain analytics to 

enhance compliance. The study provides actionable insights for policymakers to adapt South Africa's 

VAT system, aligning with the growing prevalence of cryptocurrencies.  
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Introduction 

The emergence of digital currencies has significantly reshaped the global financial system, introducing 

unparalleled pros and cons (Partanen, 2018). The nature and operationalization of digital currencies 

significantly differ from traditional fiat currencies, leveraging blockchain technology to facilitate peer-to-

peer transactions (Nakamoto, 2008). This type of transaction, peer-to-peer, is considered secure, 

transparent, and intermediary-free (Nakamoto, 2008). Digital currencies not only refined the exchange 

of value but also significantly challenged the regulatory frameworks, particularly in the realm of taxation 

(Klopper & Brink, 2023). In South Africa, the Value-Added Tax Act No. 89 of 1991, governing the VAT 

system, lacks a clear definition of cryptocurrencies, posing concerns as VAT is a cornerstone of revenue 

collection. The absence of a clear definition creates ambiguity for taxpayers – individuals, businesses, 

and tax authorities. This ambiguity leads to uncertainty about the classification of cryptocurrencies as to 

whether they should be classified as money, goods, or services. The lack of specific guidance, especially 

for VAT vendors navigating the VAT output and input in cryptocurrency transactions, complicates 

compliance.  

As a result of a rapid increase in the adoption of cryptocurrencies in both individual and corporate 

transactions, there is a need to address these gaps, providing a comprehensive analysis and framework 

for understanding the taxation of cryptocurrencies. A wide adoption of cryptocurrency as a means of 

payment in the consumption of the economy would impact the operation of the VAT system (Van der 

Zwan, 2018). Currently, cryptocurrency is not defined in the VAT Act no.89 of 1991 (hereinafter referred 

to as “VAT Act’’). The lag in including such a definition in the act by policymakers has created uncertainty 

for the general public because compliance with tax legislation is based on understanding the provisions 

in the tax legislation (Kabwe, 2020). For example, businesses that accept Bitcoin as payment are 

uncertain when determining output tax obligations (VAT liability), while individuals using cryptocurrencies 

for personal transactions may incur tax obligations unknowingly. The nature of cryptocurrencies – 

decentralized and pseudonymous (Brito et al., 2014) – creates concerns about a possible tax evasion 

(Erasmus & Bowden, 2020; Intergovernmental Fintech Working Group, 2021), as peer-to-peer 

transactions are difficult to trace in the absence of advanced technological tools like Blockchain 

analytics. The South African Revenue Services (SARS) has yet to provide an explicit guideline on the 

taxation of cryptocurrencies, leaving Individuals, corporations, and tax authorities to rely on existing 

legislation interpretations – the VAT definitions of supply, goods, and services.  

This study captures these complexities by exploring the VAT implications of cryptocurrency adoption in 

South Africa, compounded by a comparative lens on international practices. By analysing the VAT Act, 

Court case studies, and regulatory framework approaches in international jurisdictions like Italy, the 

United Kingdom, Japan, Australia, and Singapore. The study’s research objective is to determine 
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whether cryptocurrencies should be classified as money, which aligns with traditional financial services. 

For instance, if cryptocurrencies are classified as goods/services, zero-rated or standard-rated 

implications may apply; however, if classified as a financial service, potential VAT-exempt implications 

may be applicable. The rationale for selecting the selected jurisdictions for the comparative analysis is 

due to their established VAT frameworks and unique approaches to the taxation of cryptocurrencies, 

providing actionable and valuable insights for South Africa. Moreover, the study explores the practical 

implications of enforcing VAT on cryptocurrency transactions. The investigation captures cross-border 

transactions involving non-residents and the potential of enhancing compliance through leveraging 

blockchain-based tools. Ultimately, this study seeks to provide a robust, comprehensive framework for 

understanding how South Africa's VAT system can adapt to address the challenges presented by the 

digital economy, providing valuable insights and recommendations for policymakers, ensuring clarity, 

fairness, and efficiency. This approach eliminates uncertainties when accounting for cryptocurrencies, 

while fostering innovation in the financial sector.   

Methods and Data 

This study employs a qualitative research methodology to explore the Value-Added Tax (VAT) 

implications of cryptocurrency transactions in South Africa, complemented by a comparative analysis of 

an international jurisdiction lens. The qualitative approach underscores its relevance to exploring the 

complex legal and regulatory frameworks accounting for cryptocurrencies, as it allows for a 

comprehensive examination of legal texts, court cases, and policy frameworks without incorporating 

quantitative data. The study adopts a doctrinal legal analysis, complemented by a comparative case 

study method to capture the central question of whether cryptocurrencies should be classified as money, 

goods, or financial services.  

Data Sources 

Data sources include the following: 

Legal frameworks and statuses: The South African VAT Act No. 89 of 1991 governs the VAT systems 

of South Africa, serving as a cornerstone for local VAT treatment analysis. The study examined the 

following key sections to comprehend their application to cryptocurrency transactions: Section 1, which 

outlines the definition of "supply", "services", and "vendor"; Section 2, which outlines the definition of 

"financial services", and Section 11 (zero-rated supplies). International jurisdictions lens includes the 

UK's VAT Act, Australia's GST Act, and Singapore's GST regulations. These international tax legislations 

were reviewed for comparative analysis and understanding jurisdictional approaches.  

Court rulings and interpretation notes: The study analysed South African case laws to clarify VAT 

treatment for services and mixed supplies. Court ruling includes the following case laws: Master 
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Currency (Pty) Ltd, the Commissioner of South African Revenue Service, and ABC (Pty) Ltd v The 

Commissioner for SARS. The European Court of Justice ruling in the David Hedqvist case was used for 

contextual purposes relating to the potential exemption of cryptocurrency transactions. 

Academic literature and policy documents: Peer-reviewed journals, including policy documents, 

provided theoretical insights and actionable implications into VAT challenges. This approach enriched 

the study by identifying gaps in South Africa's VAT framework and international lens practices.  

Regulatory guidelines: The study reviews guidance from tax authorities such as the South African 

Revenue Service (SARS), Australian Tax Office (ATO), and Singapore’s Inland Revenue Authority 

(IRAS) to comprehend the official stance on cryptocurrency VAT treatment.  

Rationale for Jurisdiction Selection 

For comparative analysis, the countries selected are Italy, the United Kingdom, Japan, Australia, and 

Singapore. The rationale behind the selection is delineated below: 

Established taxation systems: The jurisdictions selected for comparative analysis have established 

VAT/GST systems, like South Africa’s VAT Act, enabling a sound and meaningful comparison. 

Spectrum of VAT approaches: The jurisdictions represent diverse approaches to cryptocurrency 

taxation, from fragmented (Italy, Japan, UK – exemptions, and Singapore – taxable supplies) to a hybrid 

approach (Australia), providing an in-depth view of policy alternatives. 

OECD Membership and Influence: Four (Italy, UK, Japan, Australia) of the five jurisdictions selected 

are OECD members (OCED, 2022), providing insight into an international tax lens that could guide 

South Africa's policy landscape. Although Singapore is not an OECD member, it was selected for its 

progressive approach to taxation of digital currencies and for aligning its approach with the digital 

economy.  

Availability of guidance: Each jurisdiction has issued guidance, such as Italy's Resolution Number 72, 

the UK's HMRC guidance, and Japan's 2017 exemption, providing specific guidance and ensuring 

sufficient data for analysis. 

Data Analysis 

The doctrinal legal analysis encompasses a systematic review of legal statuses and court cases to 

interpret the application of VAT definitions on cryptocurrencies. Key themes, including classification of 

cryptocurrencies, potential exemptions, and cross-border implications, were identified through legal text 

and literature. The comparative analysis of case studies incorporated the analysis of each jurisdiction's 

approach to VAT treatment, identifying patterns, differences, and lessons for South Africa.  
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Limitations 

The study delineates the following methodological limitations: reliance on secondary sources, a rapidly 

evolving field, the scope of jurisdiction, and a lack of empirical data. The study relies primarily on 

secondary data such as court rulings and academic literature. This approach lacks primary data, limiting 

practical insights to capture challenges. Cryptocurrencies evolve rapidly, and regulations are dynamic; 

the study may not have fully captured emerging cryptocurrency nuances. The perspectives from the 

selected jurisdictions for an international comparison lens may not represent fragmented global 

approaches. The study overlooks the quantitative approach, which could have enriched the policy 

recommendations. Despite the delineated limitations, the adopted methodology approach provides a 

sound foundation for comprehending the VAT challenges in cryptocurrency exchange, providing 

practical insight for policymakers.  

Literature Review 

Key Terms Critical to Understanding Tax Implications and Triggers 

In South Africa, the VAT system is governed by VAT Act No.89 of 1991, which provides the definition of 

key terms crucial to understanding the VAT implications. According to Stiglingh (2023), for a transaction 

to trigger VAT implications, the transaction should constitute a supply of goods or services by the vendor 

in the course or furtherance of their enterprise. “Supply” is defined broadly in section 1 of the VAT Act 

and includes - supply is the sale, instalment credit agreement, and other forms of supply, whether 

voluntary or compulsory. “Goods” is also a defined term in section 1 of the VAT Act as tangible movable 

things, fixed property, electricity, and any other real right in fixed property, specifically excluding money, 

any right under a mortgage bond, or any pledge. “Enterprise” is also a defined term in section 1 of the 

VAT Act and refers to a continuous activity carried out by any person within or partly in the Republic for 

a consideration to any other person. Wicht (2016) highlights that the supply itself must have been made 

by the vendor. “Vendor” is a defined term as well in section 1 of the VAT Act and refers to a person who 

is registered or required to register under this act in terms of section 23. Section 23 outlines the 

requirements that must be met for a person to be able to register as a VAT vendor under this act. Section 

23(1) states that the person becomes liable to be registered as a VAT vendor if that person has taxable 

supplies that exceed R1 million in the period of 12 months. Consequently, any taxpayer who trades in 

cryptocurrencies and the aggregate supplies in 12 months exceed R1 million, that taxpayer is liable to 

register as a VAT vendor, subjecting their cryptocurrency transactions to VAT unless an exemption 

applies (Wicht, 2016). 
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Classification of Cryptocurrencies: Money, Goods, or Financial Service? 

Classification as Money or Goods 

The central question is whether, for VAT purposes, cryptocurrencies should be treated as money or 

goods. Should it be treated in a similar way to money, the VAT treatment would result in a similar outcome 

as described above (Van der Zwan, 2018). However, the interpretation changes should it be treated as 

goods or services. In this context, the transaction will be treated as an exchange of goods for services. 

This will occur if the goods (i.e, powder, sugar, etc.) are treated as the consideration for cryptocurrency 

supplied to the VAT vendor. Thus, the VAT implications would be different. In such cases, both parties 

involved in the barter transaction would be required to account for output tax even though the transaction 

is non-monetary (Van der Zwan, 2018).  

This type of transaction puts the VAT vendor in a neutral position, as the supplier would utilize the 

cryptocurrency for the purposes of making taxable supplies. Suppliers using cryptocurrencies for taxable 

supplies can claim input tax deductions (Phillip Haupt, 2022). This would then offset the output tax 

charged (Van der Zwan, 2018). Conversely, for the customer, the acquisition of goods using 

cryptocurrency would not be able to claim any input tax as the goods are applied for personal use 

purposes (Stiglingh, 2023). This type of transaction will bring a huge shift in the Tax administration 

system as SARS would have to collect output tax charges from a customer, and the supplier will be in 

the nil VAT position. Therefore, to avoid any changes in the Tax Administration, cryptocurrency should 

be treated as money (Van der Zwan, 2018). The South African Tax legislation defines goods in the VAT 

Act, and it includes tangible movable things, fixed property, or any right attached to that fixed property. 

Cryptocurrencies are incorporeal and cannot be considered as fixed property. The definition of goods 

as per the VAT Act is not met; thus, cryptocurrency may not be considered as goods but may be 

considered as a service. 

Classification as a Financial Service 

Service is defined in the South African Tax legislation in the VAT Act, and it includes the cession, granting, 

or surrender of any right or the making of available facility or advantage. Cryptocurrency may fall within 

this definition of a service as it confers a facility or advantage. The question is whether cryptocurrency 

may fall within the definition of a financial service as defined. Section 2 of the VAT Act lists the activities 

that may be considered financial services. The act does not have a universally accepted definition, but 

the tax authorities apply their framework to determine if the activity constitutes a financial service 

(Kabwe, 2020). Similarly, in Australia, financial services do not have a concise definition, but tax 

authorities categorize what constitutes a financial service and what is not considered a financial service 

(Kabwe, 2020). There is a lack of consensus when defining financial services. Generally, financial 
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service includes a range of activities such as banking, insurance, and investment. These activities take 

place in the banking sector. The banks play an intermediary role in these activities. Currently, 

cryptocurrencies are fully decentralized. There is no intermediary needed in a transaction. As a result, it 

may not be appropriate to classify cryptocurrencies as a financial service for VAT purposes, as Banks 

are not part of the cryptographic transaction. Cryptocurrencies lack the ability to be classified as money. 

Banks lend money, not cryptocurrencies, to borrowers. However, Kabwe (2020) highlights that the 

mining of cryptocurrencies may be considered a service. The definition of a service in the VAT Act may 

broadly include Bitcoin. 

The South African Tax legislation amended the definition of VAT section 2, which outlines the list of 

activities that can be considered a financial service. The definition of a financial service now includes 

the issue, buying, selling, collection, or transfer of ownership of any cryptocurrency. The intricacy of 

classifying cryptocurrency as a financial service is that, in terms of VAT section 12 (a), the supply of a 

financial service is treated as an exempt supply. Thus, the trading of cryptocurrency may not be subject 

to VAT. 

VAT Implications for Electronic Services and Bitcoin Wallets 

The question is whether the supply of Bitcoin wallets may be treated as a supply of electronic services. 

Electronic services are defined in section 1 of the Income Tax Act as electronic services as prescribed 

by regulation. The list of electronic services was published by the National Treasury in March 2014, and 

it includes games, internet services, e-books, music, etc., and excludes software applications, virtual 

services, or storage (Wicht, 2016). The supply of Bitcoin falls within this exclusion because the supply 

of a Bitcoin wallet is treated as online storage and thus falls within the exclusions of the definition. As a 

result, a non-resident may not be liable to register as a VAT vendor and pay VAT charges in the Republic 

(Wicht, 2016). The distinction shows the complexity of applying VAT provisions to cryptocurrency-related 

services.  

South African VAT Framework and Case Law 

VAT Administration in South Africa 

In South Africa, VAT vendors who supply goods or services in the course or furtherance of their 

enterprise must charge VAT output at 15%, post April, collecting revenue on behalf of SARS, and claim 

VAT input deductions. At the end of the VAT period, vendors must submit the output collected net of 

deductions claimable. The legislation outlines instances where VAT input can be prohibited. The nature 

of cryptocurrency transactions – pseudonymous - complicates this framework due to unclear guidelines, 

with the potential for tax evasion and ambiguous classification.  
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Key Case: Master Currency (Pty) Ltd v SARS 

The dispute between Master Currency (Pty) Ltd and the Commissioner of South African Revenue 

Service was whether VAT charged at the standard rate of 14% in terms of section 7(1)(a) or VAT should 

be charged at 0% as per section 11(2)(l). The SCA decided against Master currency and ruled that the 

currency exchange services rendered in the OR Tambo International Airport duty-free zone area are 

subject to VAT output at the standard rate. The SCE contended that the application of section 7(1)(a) is 

not geographically limited. The SCE further confirmed that section 7(1)(a) is inclusive of duty-free zone 

areas. Thus, as long as the supply is made in the course of the enterprise conducted within South Africa, 

section 7(1)(a) will apply, and the VAT must be charged at the standard rate. The SCA further contended 

that the exclusions contained in section 11(2)(l) must be considered separately. Master currency 

contended that section 11(2)(l)(ii) (aa) was sufficient to secure a zero rating for the services rendered. 

The principle developed was that section 11(2)(l) outlines the services that are zero-rated, and 

subparagraphs (i) and (ii) are excluded and can independently deny the zero-rating of such services. 

This ruling suggests that cryptocurrency transactions conducted in South Africa – resident or non-

resident – may be standard-rated unless an exemption applies.  

Key Case: ABC (Pty) Ltd v The Commissioner for SARS 

In this case, the Tax Court addressed whether the taxpayer, a bureau de change, could fully deduct VAT 

on expenses related to its exchange services. The taxpayer argued that its branches provided only 

taxable services, allowing full VAT deduction on related expenses. The court ruled in favour of the 

taxpayer, recognizing the commission as a taxable "consideration," which removed the exchange activity 

from being purely VAT-exempt. This meant that commissions required VAT to be charged as output tax, 

making the VAT on relevant expenses fully deductible. For businesses offering "mixed supplies," the 

court emphasized the need to use a fair VAT apportionment method for deductions. This ruling reinforces 

the importance of proper VAT categorization for mixed services and correct apportionment to claim input 

VAT deductions fairly. Crypto Asset Trading Platforms (CATPs) in South Africa likely meet the VAT 

registration threshold due to high transaction volumes (over R1 million in taxable supplies like 

transaction fees) within a 12-month period. In cases where goods or services are exchanged for 

cryptocurrency (classified as a barter exchange), VAT treatment applies differently. Cryptocurrency itself 

is exempt from VAT, and using it as payment doesn't obligate the vendor to register as a financial 

services provider unless they offer additional financial services. However, accepting cryptocurrency 

payments can change the vendor's status to "mixed supplies," meaning they may need to apply a VAT 

apportionment for input tax credits. Under the "de minimis rule," full VAT input credits are allowed if the 

apportionment ratio is at least 95%. 
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VAT Treatment of Cryptocurrencies: International Jurisdictions Comparative 

Analysis 

There is no consensus reached when it comes to the treatment of cryptocurrencies. Because of this 

development in virtual currencies, different jurisdictions have different VAT implications when accounting 

for cryptocurrencies. This treatment depends on the objectives of local authorities (Greeff, 2019). The 

comparison study will include five countries: Italy, the United Kingdom, Japan, Australia, and Singapore. 

These countries were selected because they have developed and issued guidance on VAT relating to 

Bitcoin. Furthermore, these countries have the same taxation system as South Africa, and four of these 

countries are part of the OECD (Greeff, 2019; OCED, 2022). 

Australia 

The Australian Tax Office (ATO) issued a Goods and Services Tax General Ruling (GSTR) regarding 

Bitcoin cryptocurrency transactions in 2014. However, the GSRT and the Public ruling resulted in double 

taxation.  As a result, the Australian government and the ATO made amendments to the GST treatment 

of cryptocurrencies. In December 2017, the GSRT was withdrawn (Greeff, 2019; Kabwe, 2020).  

From July 2017, ATO began to treat cryptocurrency transactions as money. The legal definition of digital 

currency was then introduced in the Amendment Act. The definition of digital currency in the Australian 

GST Act is broad and includes the characteristics of a cryptocurrency (Guglyuvatyy, 2020; Kabwe, 

2020). This definition clearly outlines that digital currency can be treated as a consideration for a supply. 

According to the GST Act, a consideration is any payment connected to a supply. For GST purposes, 

money includes the currency of Australia and other countries. Prior to July 2017, Bitcoin was not treated 

as money, and because of a decline in interest in Bitcoin in the country, the Australian Treasury changed 

its taxation regulations and policies (Greeff, 2019). 

The definition of supply in the GST Act excludes the supply of digital currency unless it is used as a 

consideration for supply (Kabwe, 2020). The resident does not have a GST liability if they supply digital 

currency. However, the provisions contained in the GST Act apply when digital currency is used as a 

means of payment in connection with the supply of money or other cryptocurrencies (Guglyuvatyy, 

2020). 

The effect of the provisions contained in the GST Act on the Australian resident who carries on an 

enterprise is that the supply of goods and services to another resident will not be taxable if the 

consideration is not in the form of digital currency. However, if digital currency is used as a means of 

payment, GST liability will arise, and the enterprise will be required to account for GST implications 

(Guglyuvatyy, 2020; Kabwe, 2020). The GST liability will be settled in Australian dollars. 
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Interestingly, Australian businesses do not incur GST liability when using digital currency as a means of 

payment for goods and services (Kabwe, 2020). The supply of digital currency by an Australian resident 

to a non-resident will be free from GST. 

United Kingdom 

In 2014, HMRC outlined under item 1, group 5, schedule 9 of the VAT Act 1994 that the exchange of 

Bitcoin for legal tender and vice versa is exempt from VAT (HMRC, 2021). The recent Swedish case in 

the Court of Justice of the EU vs. David Hedqvist confirms this provision.  David Hedqvist planned to 

create a business where he would exchange cryptocurrency for traditional currency and vice versa. The 

question was whether the exchange of these currencies would constitute a supply for the purposes of 

VAT. The ruling was that in terms of Article 135(1) (c) of the VAT directive, the exchange of traditional 

currency against cryptocurrencies that are not considered legal tender is exempt from VAT (HMRC, 

2021). 

Japan 

In April 2017, Japan officially announced and declared Bitcoin as an exempt supply for the purposes of 

VAT (Greeff, 2019). This approach aligns with traditional currency transactions. 

Italy 

In September 2016, the Italian Tax Authorities (ITA) officially issued a resolution that addresses the VAT 

treatment of cryptocurrencies. Resolution number 72 classifies Bitcoin as a financial service, thus 

exempting it from VAT. This provision was also confirmed by the same court case used in Australia, 

which was between the Court of Justice and David Hedqvist (Greeff, 2019). 

Singapore 

In 2014, the Inland Revenue Authority of Singapore (IRAS) issued guidance on the GST treatment 

regarding Bitcoin exchange. The treatment is different from the above countries. The exchange of Bitcoin 

for consideration is considered a taxable supply and is subject to 7% GST (Greeff, 2019). Therefore, 

should the seller be a registered GST person, that person is required to account for a VAT charge on 

the sale of Bitcoin, provided the supply is in the course and furtherance of the enterprise. According to 

IRAS, Bitcoin does not have a definition of money or currency; therefore, the supply of Bitcoin is not the 

supply of money (Greeff, 2019; Guglyuvatyy, 2020) 

Implications for South Africa 

The international lens highlights the lack of consensus on VAT implications for cryptocurrencies. South 

Africa's approach – treating cryptocurrency as a financial service, section 2 - aligns with Italy, the UK, 
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and Japan, exempting cryptocurrency trading from VAT. However, Singapore's approach and Australia's 

hybrid model provide alternative perspectives (i.e., taxable approach or exempt unless used as a 

payment). South Africa's policy may be enriched through clear and concise guidelines, particularly for 

mixed supplies by CATPs and cross-border transactions.  

VAT Implications: Cross-Border Transactions 

Since cryptocurrencies are widely exchanged, non-residents may import or export cryptocurrencies. 

Non-residents engaging in the exchange of cryptocurrencies may be subject to indirect VAT charges in 

a resident country (Stiglingh, 2023). As highlighted, VAT is usually charged on goods and services within 

the country. However, if non-residents are providing goods and services to residents that are taxable, 

non-residents may be subject to VAT implications depending on the circumstances and the nature of the 

transaction. Since cryptocurrencies are digital assets, there are VAT rules that specifically address the 

provision or the supply of electronic services as envisaged in the VAT Act. Electronic services may 

include certain types of cryptocurrencies. Therefore, if a non-resident supplies a digital service to 

residents, they may be required to register as VAT vendors and levy VAT on those digital services 

(Ukwueze, 2021; Wicht, 2016). 

Conclusion 

The study explored the Value-Added Tax (VAT) treatment of cryptocurrencies in South Africa, 

complemented by a comparative analysis of Italy, the United Kingdom, Japan, Australia, and Singapore.  

The rise of digital currencies like Bitcoin and Ethereum has presented significant challenges to traditional 

financial systems and VAT administration. Lack of a clear definition of cryptocurrencies in South Africa's 

tax legislation – VAT Act no. 89 of 1991, creates uncertainty for taxpayers, compromising compliance 

with the risk of tax evasion due to the nature of cryptocurrencies. Legal framework analysis and statuses, 

court cases and interpretations, and regulatory guidelines analysis to determine the appropriate 

classification of cryptocurrencies for VAT purposes and provide insights for policymakers to enhance 

South Africa’s tax framework.  

The study reveals that South Africa's approach to classifying cryptocurrencies as a financial service in 

accordance with section 2 of the VAT Act aligns with the international practices of Italy, the United 

Kingdom, and Japan, where cryptocurrency transactions are exempt from VAT. However, Singapore's 

approach and Australia's hybrid model provide alternative strategies that could address revenue 

concerns. South Africa's case laws: Master Currency (Pty) Ltd, and the Commissioner of South African 

Revenue Service, underscore the importance of the application of standard-rated VAT to services within 

South Africa, and cross-border implications, while ABC (Pty) Ltd v The Commissioner for SARS 

highlights the importance of clear VAT categorization for mixed supplies. These rulings posit that 
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cryptocurrencies used for Crypto Asset Trading Platforms (CATPs) call for the VAT apportionment, 

ensuring fair tax treatment.  

The study recommends that cryptocurrencies be classified as money for VAT purposes. The rationale 

behind this recommendation – classifying cryptocurrencies as money simplifies the VAT administration 

and aligns with SARS guidance (SARS, 2023) and international lens practices like the UK and Japan. 

The consequences of this classification–exemption as per section (a) of the VAT Act apply, reducing 

complexity and providing clear treatment of cryptocurrency transactions. However, given the nature of 

cryptocurrencies (i.e., anonymity), the risk of tax evasion remains; to capture this gap, SARS should 

invest in advanced technologies like blockchain analytical tools to be able to track peer-to-peer 

transactions and enforce compliance (Comolli & Korver, 2021), especially for CATPs with large 

transaction volumes. To reduce ambiguity and ensure consistency, clear guidelines on VAT implications 

for mixed supplies and cross-border transactions must be issued. The study recommends the following 

policy actionable insight – amend the VAT Act (National Treasury, 2021) to include a clear definition and 

classification of cryptocurrencies, Issue comprehensive guidance on VAT treatment for cryptocurrencies, 

particularly for mixed supplies, CAPTs, and electronic services, Adopt blockchain-based tools to track 

cryptocurrency transactions, and strengthen CATP regulation with mandatory registration as VAT 

vendors, provided the requirements are met and mandatory apportionment of mixed supplies, ensuring 

tax reporting accuracy and compliance.  

Recommendations for future research include exploring the VAT treatment of emerging crypto assets 

like non-fungible tokens (NFTs), which may fall outside the scope of existing financial services. Empirical 

research measuring the revenue impact of cryptocurrency taxation in South Africa could enrich the policy 

recommendations. Moreover, investigating VAT enforcement for non-OECD member economies could 

offer broader insight for South Africa. To capture international currency transaction implications, future 

research exploring the cross-border VAT harmonization, possibly with OECD frameworks, may address 

this gap. Implementing the proposed recommendations, South African tax authorities can balance fiscal 

responsibility with innovation, ensuring compliance and an efficient tax system for a decentralized 

currency landscape. 
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