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Foreign Exchange Controls have been part of the lives of South Africans for many years.
Currently, the rules are as follows":

Every South African adult resident (above 18 years old) receives a single discretionary
allowance per calendar year.

This allowance stipulates that up to R1 million may be transferred offshore without
obtaining a Foreign Tax Clearance Certificate.

The single discretionary allowance may be used for any legal purpose abroad (including for
investment).

If South African individuals wish to transfer more than R1 million offshore in a calendar
year, they may use their foreign investment allowance (“FIA") to transfer up to R10 million
offshore.

On 24 April 2023, the South African Revenue Services (SARS) made a few changes to the
requirements for tax clearance applications to streamline the process, regardless of your tax
residency status’. They have also changed the name of the process to an Approval for
International Transfer or “AlT". A lot has been speculated in the media over the last week about
what this actually means for investors, and what the impact on an individual's foreign
investment allowance would be.

What has changed in terms of the requirements?

Applicants are now required to provide a few additional sets of information:

Tax Residency status

If the applicant has ceased to be a South African tax resident (i.e. completed financial Tax
Migration), they must provide the date upon which they completed Tax Migration (or the
previously named Financial Emigration) and confirm the country that they are now a tax
resident of. They are also asked to confirm whether they are applying as a family unit or an
individual.

Whether they are a beneficiary of a Trust? (local or foreign)

If the applicant is a beneficiary of a trust, they must provide the name of the trust, the trust
number, the income tax reference number and the ID or passport of the main representative
of the trust.

" Source: South African Reserve Bank: Exchange control Frequently asked questions

% Source: SARS media statement — How SARS has changed tax compliance status reporting for transferring funds abroad



https://www.resbank.co.za/en/home/what-we-do/financial-surveillance/FinSurvFAQ#:~:text=In%20addition%2C%20up%20to%20R1,tax%20compliance%20status%20verification%20result.
https://www.sars.gov.za/media-release/how-sars-has-changed-tax-compliance-status-reporting-for-transferring-funds-abroad/
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3. Whether the applicant has shareholding (directly/indirectly) in an entity (foreign or
local) of 20% or more?
If the applicant has a shareholding of 20% or more in an entity, they must provide the name
of the entity, the registration number of the entity, the income tax reference number of the
entity, the value of their shareholding as well as their shareholding percentage.

4. Whether the applicant has an existing loan to a Trust (foreign or local)?
If the applicant confirms that they have a loan to a trust, they must provide the trust details
(as per question 2) as well as the loan value and interest percentage on the loan.

Note: If the applicant is a South African tax resident and none of the other questions apply
to the applicant, then there are no additional fields to complete for these questions.

5. When completing the form where SARS request the applicant’s three years of assets &
liabilities, they now require the cost value of each line item.

With all the requirements listed abave, there is no indication yet from SARS that the individual
must provide additional supporting documentation for these. They are still required to submit
supporting documentation for the source of funds of the AIT (Approval for International Transfer)
as required previously.

Conclusion

From what it looks, the updates implemented are merely for internal administrative processes
and SARS is in fact trying to streamline this process and provide more clarity on what is needed
to externalise money.

It is perhaps worthwhile to remember that exchange control legislation sits mostly in the ambit
of the Reserve Bank and Minister of Finance. SARS has merely changed the administrative
process. Naturally, it's easy to see why some commentators might view this as an attempt to
make the process more difficult, but perhaps one needs to consider the facts rationally before
jumping to any conclusion.

Included below are a few resources that might prove useful:

- Guide to the tax compliance status functionality on eFiling - This guide is designed to
assist taxpayers on how to utilise the Tax Compliance Status functionality on eFiling to
obtain a security PIN. In addition, the guide explains the functionality available to the
third party to verify the Tax Compliance Status of a taxpayer from whom it received the
PIN.

- SARS media statement — How SARS has changed tax compliance status reporting for
transferring funds abroad

- SARS Supporting documents for approval on International Transfers (AIT)
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https://www.sars.gov.za/wp-content/uploads/Ops/Guides/GEN-ELEC-08-G01-Guide-to-the-Tax-Compliance-Status-functionality-on-eFiling-External-Guide.pdf
https://www.sars.gov.za/media-release/how-sars-has-changed-tax-compliance-status-reporting-for-transferring-funds-abroad/
https://www.sars.gov.za/media-release/how-sars-has-changed-tax-compliance-status-reporting-for-transferring-funds-abroad/
https://www.sars.gov.za/individuals/manage-your-tax-compliance-status/supporting-documents-for-obtaining-approval-international-transfers/
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Risk Warnings

This commentary does not constitute investment, legal, tax or other advice and is supplied for information purposes only. Past
performance is not a guide to future returns. The value of investments may go down as well as up and an investor may not get back
the amount invested. Reference to any specific security is not a recommendation to buy or sell that security. The information, data,
analyses, and opinions presented herein are provided as of the date written and are subject to change without notice. Every effort
has been made to ensure the accuracy of the information provided, but Morningstar Investment Management South Africa (Pty) Ltd
makes no warranty, express or implied regarding such information. The information presented herein will be deemed to be
superseded by any subsequent versions of this commentary. Except as otherwise required by law, Morningstar Investment
Management South Africa (Pty) Ltd shall not be responsible for any trading decisions, damages or losses resulting from, or related
to, the information, data, analyses or opinions or their use.
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This document may contain certain forward-looking statements. We use words such as “expects”, “anticipates”, “believes”,
“estimates”, “forecasts”, and similar expressions to identify forward-looking statements. Such forward-looking statements involve
known and unknown risks, uncertainties and other factors which may cause the actual results to differ materially and/or substantially
from any future results, performance or achievements expressed or implied by those projected in the forward-looking statements for

any reason.
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