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This examination question paper remains the property of the University of South Africa and may not be
removed from the examination venue.

THIS PAPER CONSISTS OF SIX (6) PAGES

IMPORTANT INSTRUCTIONS:

1. The South African Revenue Service = “SARS”
2. Tax Administration Act 28 of 2011, as amended = “the Tax Administration Act”

Answernng this paper

1 Thus paper consists of four (4) questions
2 Answer all the questions
3 Start each question on a new (separate) page
4 Please complete the cover page of the answer book in full and in pen
5 You are reminded that answers may NOT be wniten in pencil.
6 Proposed timetable (try not to deviate from this timetable as far as possible):
TIME IN
QUESTION TOPIC MARKS MINUTES
1 Varnous administrative issues 26 32
2 Various adminisirative issues 19 22
3 Various administrative issues 30 36
4 Voluntary disclosure programme, compromise
25 30
and penalties
TOTAL 100 120
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QUESTION 1 (26 marks, 32 minutes)
PART A (8 marks, 10 minutes)

Ms Margaret Matcher, a South African resident, received a request from a senior SARS official for “rele-
vant matenal” deemed necessary by the revenue authonty to ascertain her taxable income However,
she believes that it i1s a fishing expedition by the revenue authority for information she beleves 1s confi-
dential and which she Is afraid might be exposed or revealed to “third parties” She i1s uncertain what
she must do in respect of the request for “relevant materal® and approaches you for assistance

REQUIRED: MARKS
a. Discuss what is meant by “relevant matenal” as defined in section 1 of the Tax
Administration Act 3
b Explain to Ms Matcher whether SARS may obtain “relevant matenal” from “third
parties” in respect of a taxpayer 3
c Prownide two examples of “third parties” 2

PART B (8 marks, 10 minutes)

Mr John Kumalo disputes a jeopardy assessment raised by SARS. He believes that the revenue otficial
who raised the assessment infringed upon his rights. You inform him that SARS bears the burden of
proving that the making of a jeopardy assessment is reasonable under the circumstances.

RAEQUIRED: MARKS
a Advise Mr Kumalo under what circumstances SARS may make a jeopardy assess-

ment based 1n whole or in part on an estimate 2
b inform Mr Kumalo what information SARS is obliged to state / provide to the tax-

payer in terms of the notice of assessment. 6

PART C (5 marks, 6 minutes)

Ms Norah Tulane was appointed as the “representative taxpayer” for a foremost shoe manufacturer cal-
led Savannah Trotters The company manufactures leisure shoes for various overseas markets. Ms
Tulane enquires from you what her responsibilties entail in respect of her recent appointment as “repre-
sentative taxpayer” for Savannah Trotters

REQUIRED: MARKS

Inform Ms Tulane about any aspecis that may concem her capacity as a “representative
taxpayer’. 5
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QUESTION t (continued)
PART D (5 marks, 6 minutes)
Ms Holly Preg¢jir heard through the grapevine that a taxpayer may not refuse to comply with his or her

obligation in terms of legislation to complete and file a tax return. However, she is confused about what
would happen f a taxpayer admits the commussion of a tax offence n a return

REQUIRED: MARKS

a Advise Ms Pregjir what aspects in respect of self-incrimination are important to
note as espoused under the Tax Administration Act. 3

b Inform Ms Pregjir under which Act she may make an application for information of
her particulars or record with SARS 1

QUESTION 2 (19 marks, 22 minutes)

PART A (5 marks, 6 minutes)

A bogus financier was convicted of a tax offence in respect of a tax evasion scheme he had devised in
his capacity as a financial advisor. SARS s of the opinion that it needs to advise the public of the ambt
of the offence and to warn taxpayers of the consequences of participating In tax evasion schemes A
senior SARS cfficial approaches you to enquire whether SARS may publish any particulars of the
offence and under what circumstances it may do so.

REQUIRED: MARKS

a Inform the sentor SARS official under what circumstances SARS may pubhsh infor-
mation concerning a tax offence

b Advise SARS what information may be specified/pubhished in respect of the offence.

PART B (7 marks, 8 minutes)

Sally Wilhams registered as a taxpayer for the first time in 2014 She objects to the assessment raised
by SARS in 2015 Sally wants to know whether the Commissioner for SARS may suspend the payment
of a disputed tax

REQUIRED: MARKS

a Describe to Ms Williams what facts a sentor SARS official will take into consideration
for making a decision to suspend the payment of a tax pending the outcome of an

objection or appeal 6
b Inform Ms Wilhams whether SARS may make a reduced assessment without giving 1
her a chance to correct any error in her tax return.
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QUESTION 2 (continued)

PART C (7 marks, 8 minutes)

Ms Lindiwe Ringane, a South Afnican resident, recently moved from Johannesburg to Tshwane. You
inform her that any changes in a taxpayer's particulars must be communicated to SARS as required

under the Tax Administration Act. She also enquires what will happen if she fals to register any
changes in her particulars with SARS

REQUIRED: MARKS

a Advise Ms Ringane what changes in her personal particulars she must commu- 5
nicate to SARS

b Inform Ms Ringane what time period 1s applicable in which any changes in her 1

personal particulars must be communicated to SARS

c. Inform Ms Ringane whether SARS may institute criminal proceedings for her failure 1
to communicate the changes in her personal particulars to SARS.

QUESTION 3 (30 marks, 36 minutes)
PART A (5 marks, 6 minutes)

Tshepo has received a reduced assessment from SARS He wants to know on whom the burden of
proof rests

REQUIRED: MARKS

a. Advise Tshepo on whom the burden of proof rests In respect of the reduced
assessment 1

b Discuss the burden of proof that rests on the taxpayer as espoused under section
102 of the Tax Administration Act 4

PART B (5 marks, 6 minutes)

Joe Dory overheard that his friend, Moe, had received a jeopardy assessment from SARS Joe wants to
help his fnend, as he i1s wornied that this may have a negative impact on ther friendship. Joe approaches
you for advice

REQUIRED: MARKS

a Inform Joe what a Jeopardy assessment Is 2

b Advise Joe what establishment Moe must approach with the view of bnnging an 1
applhication to vindicate his nghts.

b Inform Joe of the grounds Moe must raise in order to lodge a successful application 2

to the establishment mentioned above

[TURN OVER]



5 TAX3704
May/Jun 2015

QUESTION 3 (continued)

PART C (10 marks, 12 minutes)

Tshepo recently received a tax assessment for the 2014 year He owes SARS taxes (an outstanding tax
debt) of R10 000 Tshepo 1s worried that SARS may approach the courts with the view of obtaining a

“preservation order” against his personal assets He also enquires whether it would be possible to
arrange for instalment payments

REQUIRED: MARKS

a Discuss aspects related to “preservation orders™ and imform Tshepo under what cir-
cumstances SARS would approach a competent court with the view of obtaining a
“preservation order” against a taxpayer 6

b Advise Tshepo what critenia SARS would consider relevant In respect of arranging
for an instalment payment agreement for an outstanding tax debt 4

PART D (10 marks, 12 minutes)

According to the Tax Administration Act, SARS may compromise an outstanding tax debt SARS will,
depending on the applicable circumstances of a particular matter, consider certain circumstance not
appropnate for the compromise of tax debt Marvellous Models (Pty} Ltd, which owes SARS an out-
standing tax debt, approaches you for advice in this regard

REQUIRED: MARKS
a Discuss the circumstances which are deemed not appropriate for the compromise

of a tax debt 6
b Inform Marvellous Models {Pty) Ltd under what circumstances SARS may termi-

nate an instalment payment agreement and when it will take effect. 4

QUESTION 4 (25 marks, 30 minutes)
PART A (8 marks, 10 minutes)
Samantha has submitted a “remittance request’ to SARS in order to remit a penalty She had raised

exceptional circumstances as a defence for not complying with the relevant obhgation under the Tax
Administration Act

REQUIRED: MARKS

Discuss what “exceptional circumstances” SARS will deem as acceptable circumstances
in order to remit a penalty In your answer, do not refer to nominal or first incidences of 8
non-compliance
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QUESTION 4 (continued)

PART B (12 marks, 14 minutes)

John Pomu approaches you with the view of assisting him with the remittance of an understatement
penalty imposed by SARS for the 2014 year of assessment In addrtion, John Pomu wants to know what
he must do In respect of a default submission to SARS {which you will discuss under part C below).

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

1 2 3 4 5 6
Voluntary Voluntary
If obstructive |disclosure after| disclosure
ftem Behaviour Standard |or f it 1s a repeat] notification of befora
case case audrt notification of
audit

(1) | Substantial understatement 10% 20% 5% 0%

(v) | Reasonable care not taken in

completing return 25% 50% 15% 0%

(m} | No reasonable grounds for

tax position taken 50% 75% 25% 0%

{v) | Gross negligence 100% 125% 50% 5%

{v) | Intentional tax evasion 150% 200% 75% 10%
REQUIRED: MARKS
a Inform John Pomu what an “understatement” means. 3
b. Explain to John Pomu what would be considered an “understatement penalty

amount” by referring to the above understatement penalty percentage table 5
c Inform John Pomu under what circumstances SARS must remit a “penalty” for a
“substantial understatement” 4

PART C (5 marks, 6 minutes)

You further advise John Pomu to enter inio a certain programme (Part B of Chapter 16 of the Tax
Administration Act Understatement penaity) with SARS, thereby eftectively applying for relief from
penalties Uncertain whether John Pomu will qualify for the programme, he appeals to you {as a tax
practitioner) to assist hm

REQUIRED: MARKS
a.  Inform John Pomu what the programme Is called 1
b Discuss any four of the requirements for entering successfully into the programme.
4
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