VAT ON LONG TERM ACCOMMODATION IN HOTELS, BOARDING HOUSES, RETIREMENT HOMES AND SIMILAR ESTABLISHMENTS
The special provisions contained in the VAT Act relating to the calculation of VAT by hotels, residential hotels and similar establishments will change from 1 October 2001.

Where a person stays for longer than 28 days in any hotel, guesthouse, inn, boarding house, retirement home, or similar establishment, only 60% of an all inclusive charge for accommodation and domestic goods or services will be subject to VAT. Domestic goods and services includes meals, furniture, fittings, telephone, television, radio, cleaning, maintenance, electricity, gas, air conditioning and heating, where included as part of the accommodation supplied.

Any domestic goods and services, or other goods and services charged or supplied separately, i.e. where they are not included in the tariff, will attract VAT at 14%.

VAT will be calculated on the full tariff only if the person stays for 28 days or less – see example 1. However, where a person books in for a continuous unbroken period of longer than 28 days, VAT is charged on 60% of the bill from the first day – see example 2.

Example 1:

Mr Ramphal moves in to a retirement home on 1 October 2001 as his new permanent residence. The monthly charge is R4000 (before VAT is calculated) which includes all meals. The home charges R100 per month extra for birthday teas. Mr Ramphal’s monthly account is as follows:

	Accommodation for 1 – 31 October: 

R4000 x 60% = R2 400 

VAT @ 14% on R2 400 

Teas 

VAT @ 14% on additional charge of R100 

Total payable (including VAT) 
	R4000 

336 

100 

14 

R4 450 


Should Mr Ramphal pass away during the first month of his stay, the account may still be calculated at 60% from the first day.

Example 2:

Mr Makgoba makes a reservation at Karl’s Boarding House for 34 days. At the end of his stay, his account is as follows:

	Accommodation (including dinner and breakfast) 35 days @ R400 per day 

VAT: R14 000 x 60% = R8 400 x 14% 

Total payable (including VAT) 
	R14 000 

1 176 

R15 176 


Remember: VAT will be leviable at 14% on the whole amount of any extra charges, e.g. his bar account.

If you have a monthly tax period, or a tax period ending November 2001 (i.e. October and November 2001) you can simply follow the new formula (Blocks 5, 6, 8 and 9 of the VAT 201 return).

If your tax period is for September and October 2001, use the existing method for September 2001 and the new method for October 2001. Insert the meals portion for September in block 7 and the accommodation portion for September and the full charge for October 2001 in block 5 – see example 3.

Example 3:

The Champagne Hotel is registered for VAT according to category B. The following is available for the October 2001 tax period: (meals are included in the tariff)

	September 2001
	 
	 

	Accommodation longer than 45 days
	 
	R1 000.00

	Meals
	20% of R1 000 = R200 x 14%
	28.00

	Accommodation
	(R1 000 – R200) R800 x 60% = R480 x 14%
	67.20

	October 2001
	 
	R1 000.00

	Accommodation longer than 28 days
	R1 000 x 60% x 14%
	84.00


The vendor will show R28.00 at block 7 and R151.20 (that is R67.20 + R 84.00) at block 5 on the VAT 201 return.

