MOCK EXAM 2

IMPORTANT INSTRUCTIONS:

1. SARS = South African Revenue Service
2. Tax Administration Act = Tax Administration Act No 28 of 2011.

QUESTION TOPIC MARKS TIME
MINUTES
1 Various administrative issues 20 24
2 Various administrative issues 30 36
3 Voluntary disclosure programme, jeopardy
- . . 30 36
assessments and administrative penalties
4 Various administrative issues 20 24
TOTAL 100 120

QUESTION 1 (20 marks, 24 minutes)

PART A (12 marks, 14 minutes)

Prof Mario Maxedo is currently busy with research on the Tax Administration Act. As a very
successful tax practitioner, you also assist a number of tertiary institutions with further
research on current tax administration legislation. Prof Maxedo approaches you to help him
conduct research on various administrative issues.

REQUIRED: MARKS

a. Advise Prof Maxedo what the term “taxpayer” means as set out in the
Tax Administration Act. 5

b. Advise Prof Maxedo in terms of which tax Acts is the term
“representative taxpayer” recognised. 3

C. Discuss the liability of a “representative taxpayer”. 4

PART B (8 marks, 11 minutes)

Ms Ingrid Bafedi, a taxpayer from Gauteng, requires more information on preservation
orders. She read in a newspaper article that SARS was granted a preservation order over
the South African assets of a person living overseas. She owns a large number of assets
overseas.



REQUIRED: MARKS

a. Inform Ingrid what reasonable steps SARS must take to preserve and
safeguard assets until a competent court issues a preservation order. 4

b. Advise Ingrid what kind of ancillary orders, in granting a preservation
order, may a competent court make. 4

QUESTION 2 (30 marks, 36 minutes)
PART A (15 marks, 18 minutes)

Ms Jane Austen received an additional assessment from SARS. She feels aggrieved by the
assessment and wants to object to it. She is unsure whether she first has to pay the
outstanding tax liability or whether the payment thereof may be suspended.

a. Inform Ms Austen whether it is possible to suspend the payment of an
outstanding tax pending the objection thereof. State yes or no. 1

b. Discuss all the aspects related to the payment of tax pending an
objection or appeal. 14

PART B (15 marks, 18 minutes)

Ms Austen was not successful in her objection to the assessment raised by SARS. She
cannot afford the payment of the outstanding tax liability and enquires from you whether she
may enter into an instalment payment agreement with SARS.

a. Discuss all the aspects related to an instalment payment agreement
(deferral of payment). 10
b. Discuss all the criteria a senior SARS official may take into
considerations before entering into an instalment payment agreement
with a taxpayer. 5

QUESTION 3 (30 marks, 36 minutes)
PART A (12 marks, 15 minutes)

Ms Mary Muldoon wants to bring an urgent High Court application against a jeopardy
assessment raised by SARS. She approaches you with the view of obtaining assistance in
this regard.



REQUIRED: MARKS
a. Inform Ms Mary Muldoon of the grounds she must rely on in bringing a
review application to a High Court in respect of the jeopardy assessment
raised by SARS. 2
b. Discuss under what circumstances SARS may make in whole or in part
a jeopardy assessment. 3
C. Advise Ms Muldoon what information a notice of assessment, which was
issued by SARS, must contain. 7

PART B (15 marks, 18 minutes)

Ms Moosa wishes to purchase a substantial business interest in EPE (Pty) Ltd, a distributor
of leisure apparels and shoes. It is clear from the financial statements that EPE (Pty) Ltd
owes SARS an outstanding amount of tax. You inform Ms Moosa that an understatement
penalty could subsequently be incurred (see the table below). You further the financial
manager of EPE to enter into a voluntary disclosure programme (“VDP”), thereby effectively
applying for relief from penalties. Uncertain whether EPE (Pty) Ltd can qualify for a VDP, Ms
Moosa asks you to assist with the application. There was no audit pending against EPE (Pty)

Ltd.

Understatement penalty percentage table (section 223 of the Tax Administration Act)

1 2 3 4 5 6
Item Behaviour Standard If obstructive, Voluntary Voluntary
case orifitis arepeat| disclosure disclosure
case after before
notification of | notification of
audit audit
(1) Substantial understatement 10% 20% 5% 0%
(ii) Reasonable care not taken 25% 50% 15% 0%
in completing return

(iii) No reasonable grounds for 50% 75% 25% 0%

tax position taken

(iv) Gross negligence 100% 125% 50% 5%

(V) Intentional tax evasion 150% 200% 75% 10%
REQUIRED: MARKS
a. Inform Ms Moosa in what capacity and when a person may apply for a

VDP. 5
b. Advise Ms Moosa of the requirements for making a valid voluntary

disclosure. 6
C. Discuss if an understatement penalty will be imposed and if so, what the

settlement percentage will be. 4




PART C (3 marks, 3 minutes)

Mr John Hlope enquires from you whether it is possible for SARS to write off an outstanding
amount of tax debt.

REQUIRED: MARKS
a. Inform Mr Hlope who may authorise the permanent write off of a tax debt
and when will a tax debt be considered irrecoverable at law. 3

QUESTION 4 (20 marks, 24 minutes)
PART A (10 marks, 12 minutes)

Alfonso Rosteri owes SARS a considerable amount of tax debt. His business is on the verge
of bankruptcy. If he can negotiate with SARS a compromise of a part of the outstanding tax
debt, his business may survive and he would still be able to employ all of current employees.
He hopes you will be able to assist him with information on a possible compromise of his tax
debt. He has been informed that you are very up to date with the tax administration
legislation.

REQUIRED: MARKS

a. Advise Alfonso what information should a request by a debtor for the
compromise of a tax debt contain. 10

PART B (6 marks, 7 minutes)

Mr Gordon Pyotts owns a small bakery. Due to on-going business pressure, he failed to
register as a taxpayer on time. A penalty assessment was subsequently raised for his failure
to register as and when required under the Tax Administration Act. Gordon believes he was
incapable of complying with the relevant obligation and approaches you with a view of
submitting a “remittance request” on his behalf.

REQUIRED: MARKS

a. Discuss the limited circumstances SARS will consider appropriate for
the remittance of a penalty in exceptional circumstances. 6




PART C (4 marks, 5 minutes)

SARS issued Mr Samuel Pieterse, a foreign businessman with a request for “relevant
information”. Mr Pieterse has been residing in South Africa for a very long time and is a well-
known and respected business man.

REQUIRED: MARKS
a. Inform Mr Pieterse of some of the important aspects related to a request
for relevant material by a senior SARS official. 4

TOTAL [100]



