
The ‘need to know’ on the increasing use of 
CRYPTO ASSETS 
Part Two 
 
How Crypto Assets are valued and why their prices are so volatile 

These assets derive their value from pure market forces. This 
means that prices are determined by supply relative to the 
demand, and vice versa. In other words, the market value is 
determined by the price a potential buyer is willing to pay, 
relative to the price the seller is willing to accept making them 
extremely difficult to value. 
 
Given the strong retail interest in Crypto Assets, investor 

sentiment plays a significant role in determining their price and contributes to their volatility. 
 
If Crypto Assets are not money or legal tender, can they still be used to pay for goods and services? 
Yes. If something is not money or legal tender, it does not mean merchants and individuals are 
prohibited from accepting it when offered as a means of payment. Merchants and individuals may 
therefore choose to accept ‘payment’ offered in Crypto Assets with the understanding and acceptance 
of the risk that they will not have regulatory recourse should something go wrong. 
 
If I deposit Crypto Assets with a South African Crypto Asset Trading Platform (CATP) or buy Crypto 
Assets from a domestic CATP, do my Crypto Asset holdings constitute a ‘deposit’ with the CATP in 
terms of the Banks Act 94 of 1990? 
No. A deposit is defined as being ‘money’, which refers to legal tender as defined in the SARB Act. This 
excludes Crypto Assets as explained in Part One of these articles. 
 
Are Crypto Assets viewed as foreign currency? 
No. In terms of the Exchange Control Regulations of 1961, foreign currency is defined as any currency 
that is not a legal tender in South Africa, with the implication that such foreign currency is legal tender 
in another county. Given that Crypto Assets are not regarded as legal tender globally, they are not 
viewed as foreign currency. 
 
May I buy Crypto Assets on a South African CATP with Rands and send the Crypto Assets to a foreign 
or offshore-based Crypto Asset exchange? 
No. Transactions are prohibited where capital or the right to capital is, directly or indirectly exported 
from South Africa, without permission from National Treasury. Contravening these regulations is a 
criminal offence. 
 
What obligation do we have towards SARS? 
Many cryptocurrency owners may be unaware that their cryptocurrency gains will most likely be 
taxable – and in the year of assessment in which income or gains are received by or accrued to the 
taxpayer – not only if or when the cryptocurrency is withdrawn and converted into legal tender. 
 
It is not surprising that these substantial gains and the fast-growing number of South African investors 
in cryptocurrencies have come under specific scrutiny from SARS. It presents an opportunity to collect 
substantial taxes from a previously untapped source at a time when all other options for tax increases 
and new taxes have been exhausted. 



In addition, earlier this year, R3 billion was allocated to SARS in the Budget to improve its ability to 
track undeclared assets and income, including a dedicated unit to uncover “undisclosed offshore 
assets, including Crypto Assets such as bitcoin” and other cryptocurrencies.  
 
While cryptocurrency platforms are not yet legally required to report on their clients and while SARS 
boosts its tracking abilities, our tax authority has simply begun asking for information on crypto 
transactions in audit letters issued to taxpayers – even to taxpayers that have never traded in 
cryptocurrencies.  
 
The information requested includes the purpose for which the taxpayers purchased cryptocurrency, 
as well as bank statements, and a letter from the trading platform(s) confirming the investments and 
the relevant trading schedules for the period.  
 
Due to the recent legislative changes that have made it a criminal offence for a taxpayer to willfully 
fail to submit a document or information as requested by SARS, or to make a false statement to SARS, 
non-compliant taxpayers could be liable to a fine or imprisonment up to two years - or up to five years 
for attempted tax evasion or obtaining an undue refund. 
 
Tax Court judgment on the taxation of unexplained deposits in a bank account 
It is safe to say that in most legal disputes, proof is everything. Where a taxpayer embarks on 
entrepreneurial activities and these activities involve payment of amounts into and out of a bank 
account held in his own name, the ability to prove what the amounts relate to is even more important.  
 
Do consumers have any recourse for losses suffered as a result of investing in Crypto Assets? 
No. As explained in Part One, Crypto Assets remain highly volatile, and investing in Crypto Assets 
remains inherently risky. As with any investment, the risk associated lies with the consumer. As always, 
returns are not guaranteed, and past performance is not an indicator of future performance. 
 


