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Welcome to our monthly newsletter. We hope you enjoy reading it and find it interesting and 
informative. Please contact a member of our team if you would like to discuss any of the issues raised.  

Timing of tax 
deductions for 
customer loyalty 
scheme costs 
 
Section 24C of the Income 
Tax Act provides an 
allowance for certain 
obligations to incur 
expenditure in future. The 
Supreme Court of Appeal 
(SCA) delivered its 
judgment in the matter 
between C:SARS v Clicks 
Retailers (Pty) Ltd (‘the 
Clicks case’), which related 
to the application of s 24C 
in the context of a 
customer loyalty scheme, 
on 3 December 2019. This 
article briefly reviews that 
case. 

Facts 

Clicks operates a retail 
business. It awards points 
to customers who 
participate in its loyalty 
programme when they 
make purchases. 
Participating customers 
enter into a ClubCard 

contract with Clicks. This 
contract stipulates that 
purchases translate into 
loyalty points. Customers 
must accumulate 100 
loyalty points by a specific 
date (reward cycle) to 
qualify for a voucher. At the 
end of a reward cycle, 
Clicks issues vouchers that 
can be used as payment, or 
part payment, for future 
purchases. The vouchers 
can only be used in this 
manner and not redeemed 
for cash. 

Dispute 

Clicks claimed an allowance 
in terms of s 24C for the 
estimated cost of sales to 
honour the vouchers issued 
in terms of the loyalty 
programme. SARS 
disallowed the deduction 
on the basis that the 
obligation arose in terms of 
ClubCard contract, which 
was not the same contract 
as the one that generated 
the income (sale of goods 
to the customer). Clicks 
argued that the sale of 
goods to a customer 
imposed an obligation on it 

in terms of the loyalty 
programme, as the tax 
court found to be the case. 
The ClubCard contract 
merely recorded the terms 
upon which the obligation 
arose from such purchases. 
Judgment 

The court identified three 
contracts, namely the first 
sale of goods (in respect of 
which points are earned), 
the ClubCard contract 
(which converts points into 
vouchers) and the second 
sale (where the voucher is 
applied). Clicks derived 
income from the first sale. 

The court held the view 
that the obligations in 
respect of the vouchers 
arose from the ClubCard 
contract rather than from 
the first sale. The first sale 
did not result in any 
obligation without a 
ClubCard contract. The first 
sale was merely an event 
that resulted in an award of 
points to the customer. The 
points could ultimately 
become a voucher in 
respect of which Clicks had 
an obligation in terms of 
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the ClubCard contract if 
sufficient points were 
accumulated during a 
specified period. The SCA 
concluded that Clicks’ 
argument that the ClubCard 
contract is inextricably 
linked to the first sale could 
not succeed in light of the 
judgment in C:SARS v Big G 
Restaurants (Pty) Ltd, 
where the court rejected 
that notion. 

Dlodlo JA stated that even if 
s 24C could be applied to 
such inextricably linked 
contracts, the income 
generated by Clicks from 
the first sale would be used 
to finance the acquisition of 
stock for purposes of future 
sales. Wallis JA shared this 
view that the expenditure 
funded by Clicks was 
nothing more than 
conventional stock 
purchases in the ordinary 
course of business rather 
than stock to fulfil 
obligations that arose in 
terms of the loyalty 
scheme. Instead, he was of 
the view that the vouchers 
represented an obligation 
to allow a discount on the 
second sale. 

Lessons for other taxpayers  

Wallis JA concluded his 
judgment by stating:  

“The interpretation of s 24C is 
straightforward. First, it 
requires the conclusion of a 
contract under which revenue 
is received by the taxpayer. 
Second, it requires the 
taxpayer to undertake 
obligations under that 
contract to be performed in 
the following tax year. Third, 
the performance of those 
obligations must oblige the 
taxpayer to incur expenditure 
in the future. Fourth, the 
revenue received from the 
contract must be used to 
finance the performance of 
the taxpayer’s obligations 
under the contract.” 

Taxpayers who apply 
section 24C would be well-
advised to consider the 
relevant arrangements 
critically according to these 
guidelines to ensure that 
they qualify for the 
allowance. 

 

 

 

Google My Business 

Google My Business is a 
service provided by Google 
that literally puts your 
business on the map. 

You’ve probably seen 
Google My Business before 
when searching for 
“restaurants, shops, petrol 
stations, etc. near me,” on 
your mobile phone. The 
listing will display the name 
of the business, its rating 
on Google Reviews, 
opening hours, address and 
contact details. Depending 
on the kind of business you 
run, you can list a menu or 
a list of services too. 
Customers then have the 
option to make bookings 
directly through your 
listing. 

Despite being so helpful, a 
high percentage of small 
businesses don’t manage a 
search engine listing or map 
listing for their business. It’s 
easy to set up in a few 
clicks and track updates 
through the accompanying 
app. Or if you need more, 
Google can help you to 
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create a fully mobile-
optimised website in less 
than 30 minutes. 

Recently, Google added 
new functionality where 
you can add your branding 
as well as a cover photo 
and a selection of other 
photos that really show 
what your business is 
about. To target even more 
customers, you can add 
special offers to your listing. 

Analytics on the tool help 
you monitor engagement, 
including clicks, calls, 
bookings and follows. You 
can review these 
performance metrics in 
your Business Profile page 
on Google. 

Users can also control how 
their business appears on 
Google search and Google 
Maps.  

If you run a service-based 
business such as an 
electrician or an 
accountant, you can even 
let customers know where 
you’re based. 

It is important to keep your 
listing up to date. 

Customers can leave 
reviews and it always looks 
better if a business 
responds to any online 
reviews. It’s worth noting 
that you can’t remove 
customer reviews from 
your listing. However, if 
there is a particular review 
that is unhelpful, you can 
flag it to Google and 
request that it is removed. 

These days most customers 
search online when they 
want to find a business 
(usually using their mobile 
phone). By listing your firm 
on Google My Business, you 
maximise the chances of 
new customers finding your 
firm. 

Is Facebook 
advertising right for 
your business? 

Facebook is one of the 
biggest social media 
platforms in the world. In 
recent years Facebook 
advertising has become 
commonplace – but is it an 
effective means of 
advertising for your 
business? 

Facebook has a huge global 
audience – it is one of the 
world’s most popular social 
media platforms. It is also 
widely used throughout the 
day. People tend to access 
social media on mobile 
devices as well as on 
computers - this gives you a 
bigger window of 
opportunity as your target 
market is just as likely to 
see your advert on their 
mobile phone - during their 
morning commute - as they 
are when they are sitting at 
a desk, browsing social 
media updates. 

So, in theory, Facebook 
advertising offers the 
potential to access a huge 
audience throughout the 
day (and night). However, 
to create effective 
Facebook advertising, you 
need to set some objectives 
for your campaign. For 
example - are you trying to 
increase your brand 
awareness or are you trying 
to drive traffic to your 
company website? Do you 
want to encourage people 
to buy a product or 
subscribe to updates? Does 
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your firm have an online 
store that you want to drive 
traffic to?  

The Facebook Ads platform 
focuses on placing your 
products and services in 
front of an audience. 
However, it takes careful 
planning in order to create 
a successful campaign. 
Think about your target 
audience and what you 
want them to do as a result 
of seeing your advert. If you 
want them to subscribe or 
buy a product, you need to 
give them a reason for 
doing so. Your audience 
wants to know what’s in it 
for them – so tell them. 

If you are trying to generate 
leads from your Facebook 
campaign, remember – 
people come to social 
media to be entertained. If 
you craft the right message, 
you will be able to engage 
an audience but you will 
also need to have a 
compelling offering. For 
example, if you run a 
photography business, you 
could offer a free photo 
shoot for the first 2 
businesses to sign up via 

Facebook for some 
corporate head-shots. If 
you offer services via an 
app, you could offer a free 
1 year subscription to the 
first 10 people to download 
your app, and so on. 

If you are trying to generate 
brand awareness, you may 
want to share some 
thought leadership or video 
content for free. For 
example, you may decide to 
produce an interesting 
video that encourages users 
to like and share it with 
their friends and contacts 
on Facebook. If the content 
is really good, they are 
more likely to share it.  

If you are a local business 
offering local services to 
local clients, you will need 
to be very targeted in your 
approach. You can use 
Facebook’s geo-targeting 
options to market to a set 
of specific users based on 
their geographic location. If 
you want to target an 
audience based on age 
profile, this might 
determine whether 
Facebook is the right 
platform at all. Perhaps 

younger customers are 
using other social media 
sites whereas older 
generations may not use 
social media at all. 

Whether Facebook 
advertising is right for your 
business really depends on 
what you are trying to 
achieve.  

 

 

The most important thing is 
to set out some clear 
objectives then you can 
identify your target market 
and select the most 
appropriate media. Does 
Facebook advertising work? 
Yes, if it is used correctly 
but it is only a tool. The key 
is to make sure that you 
choose the right tool for 
the job. 

 

The humble manager 
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Various studies have 
shown that humble 
managers listen more 
effectively and inspire 
good teamwork. 

At a managerial level, traits 
associated with humility 
such as asking for feedback 
and focusing on employee 
needs tend to result in 
higher levels of 
engagement from direct 
reports. Most of us will be 
familiar with the phrase 
“never assume you are the 
smartest person in the 
room.” Humble leaders 
understand that they are 
probably not the smartest 
person in every room – but 
they also understand that 
they don’t need to be. 

Humble leaders encourage 
others to speak up, they 
respect differences of 
opinion and they champion 
the best ideas regardless of 
whether they originate 
from a top-level manager 
or a more junior employee. 
When a manager works to 
harness input from 
everyone in this way, it 
carries through to others in 
the firm. As other team 
members emulate the 
approach, the business will 

tend to shift towards a 
culture of getting the best 
out of every individual. 
Humble managers shine 
when things go wrong. A 
humble manager will admit 
to mistakes and they will 
take responsibility for the 
actions of their team. When 
things go right, they will 
turn the spotlight onto 
others. This helps to 
develop trust between the 
manager and their direct 
reports – they are seen by 
their people as being fair 
and authentic. This 
generates buy-in, 
commitment and positivity 
across teams. 

Humble mangers tend to 
welcome constructive 
feedback. They see 
constructive criticism as an 
opportunity to learn and 
improve. When others see 
that their manager can 
accept feedback and want 
to change their approach in 
order to get it right next 
time, they will adopt a 
similar attitude. 
Constructive feedback then 
becomes a learning 
opportunity for the team 
rather than a source of 
negativity. 
 

 
Business Advisory 
Services: A Road to 
Somewhere 

Business Advisory, a 
service which is offered by 
your accountant can add 
huge value to your 
business. 

As a business owner we 
understand that you are 
consumed with the day to 
day management of your 
business, and this may lead 
to a blurring of your 
important goals. 

Your business advisor will 
engage with you to 
ascertain what is most 
important to you in both a 
personal and business 
capacity. Once those goals 
have been established, a 
process is set in place to 
determine interim 
milestones, and the 
activities required to 
achieve them. These 
milestones are then 
mapped out into a road 
map, which we have 
referred to previously. 
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An actionable plan of 
activities can then be 
prepared to ensure that 
those milestones are 
reached, and your 
important goals are 
achieved. 

Success in business, is 
measured by whether you 
achieve your goals. To 
achieve your goals action 
plans need to be executed. 
Action plans are crafted 
from your milestones that 
form part of your business 
roadmap (that is setup by 
your business advisor while 
engaging with you to 
determine what is most 
important to you). 
A lot more stimulating than 
simply working out how 
much tax you owe. So much 
more relevant, and 
satisfying. This is what good 
business is all about. 

Should you be interested in 
finding out more about 
business advisory services 

simply reach out and 
contact us. 
 
 
 
 
 
 


