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Looting: Tax Considerations




Tax Considerations

Trading Stock Stolen or
Damaged

The loss incurred due to stock being stolen or damaged may be
deductible for income tax purposes if the loss is not recoverable
from an insurance claim. If you are registered for VAT there is no
requirement to declare output on the value of stolen goods.

You may be prohibited to deduct the loss if the loss

is recoverable under an insurance contract whether you
submitted a claim or not. Where the loss was deducted and
recovered from the insurance, you will be required to include
the proceeds received from insurance claim in your gross
income as a recoupment. You will be required to declare Output
VAT on the insurance claim received if you are a registered VAT
Vendor. There will be no implications if the insurance proceeds
relate to a part of the business that is exempt from VAT . Where
the insurer repairs or replaces the damaged or stolen goods
and there is no cash payment there will be no need to declare
output VAT.

You will not be required to pay tax on the government grant

as the disaster relief grants are generally exempt from tax.
However, if you use the grant to buy trading stock, you may be
required to reduce the cost incurred by the grant you received.

Damaged Fixed Property

Damage to fixed property or other assets like escalators
that have tax lives of 10 years or more may be written off as
a capital loss. For other depreciable assets you can claim
scrapping allowance as a deduction.

The amount recouped from an insurance claim where you
deducted the scrapping allowance will need to be included

in the gross income as a recoupment. Where you incurred a
capital loss, there are some tax relief available if the proceed
from insurance result into a recoupment. Subject to certain
requirements, you will be allowed to roll over the recoupment
to certain period if such assets are to be replaced. The VAT
implications will be the same as those discussed under trading
stock stolen or damaged.

As mentioned earlier the grant will generally be exempt from

tax. If you use the grant to buy or replace the fixed property,
you may be required to reduce the base cost incurred by the
grant you received.
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Practical Examples

Loss Recoverable

| Loss Not Recoverable

1. Trading stock stolen/damaged to nil value 1000 000 1000 000
Tax Computation

Section 11(a) / Section 22(1)(a) (1000 000) (1000 000)
Section 23(c) 1000 000

Net Impact - (1000 000)
Gross Income 1000 000 1000 000
Less: Exempt grant (1000 000) (1000 000)
Recoupment - -

Loss Recoverable | Loss Not Recoverable

Damaged proprety - Base Cost 1000 000 1000 000
Tax Computation

Capital loss: Eight Schedule (1000 000 x 80%) (800 000) (800 000)
Section 23(c) 800 000

Net Impact - (1000 000)

Loss Recoverable | Loss Not Recoverable

Trading stock stolen/damaged to nil value 1000 000 1000 000
Tax Computation

Section 11(a) / Section 22(1)(a) (1000 000) (1000 000)
Section 23(c) 1000 000

Net Impact - (1000 000)

Amount received from Insurance or Government rebate

Gross Income

Exemptions

VAT Output

Road to Recovery: Financial Reporting and Disclosures 3



Contact us

Should you have any queries, please do not hesitate
to contact our tax team.

Josias Montjane Sibongile Jembula
Senior Manager: Tax Advisory Senior Manager: Indirect Tax

T +27 11231 0600 T +27 112310600
E Josias.Montjane@sng.gt.com E Sibongile.Jembula@sng. gt.com

Head Office

20 Morris Street East
Woodmead, 2191
P.O. Box 2939
Saxonwold, 2132

For general enquiries please contact us at info@sng.gt.com
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