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IMPORTANT INSTRUCTIONS:

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

The answering_of this paper

1 This 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 written in pencil
6 Proposed timetable {try not to deviate from this timetable as far as possibie):
QUESTION TOPIC MARKS TIME IN
MINUTES
1 Varous admunistrative 1ssues 30 36
2 Vanous adminmistrative 1ssues 30 36
3 Various administrative 1ssues 20 24
4 Understatement penalties, tax offences and onus
20 24
of proof
TOTAL 100 120
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QUESTION 1 (30 marks, 36 minutes)
PART A (15 marks, 18 minutes)

Mr John Kohl, a South African resident, was selected for an audit by SARS He owns a small construc-
tion business Mr Kohl beleves that SARS simply wants to inspect his businesses premises for the pur-
pose of prying into his personal affars He maintains that there is no reason why SARS should target
his business as his neighbour 1s actuaily the one who should be Investigated for not paying his taxes and
E-toll account  Mr Kohl has instructed you to notify SARS that his tax affars are in order and that his
neighbour should be investigated As a seasoned tax practitioner, you advise him on the different as-
pects related to his request

REQUIRED- MARKS

a Explain to Mr Kohl what the difference i1s between an inspection, an investigation 3
and an audit as described under the Tax Administration Act

b Inform Mr Kohl of the important aspects that relate to a “field audit” and what 10
reasonable assistance must be provided by the taxpayer to SARS In this regard?

c Advise Mr Kohl upon whom he can call to vindicate any of his nghts as a taxpayer If 2
the audit takes an unnecessarily long time to complete Provide a reason for your
answer

PART B (13 marks, 16 minutes)

Ms Yolanda Clegg is the representative taxpayer for a large auditing firm  As part of her duties, she ad-
vises management on all aspects related 1o the Tax Administration Act During a discussion with Prof
Moseneng, a member of top management, she 1s requested to explain some of the concepts covered
under the Tax Administration Act

REQUIRED- MARKS

a Inform Prof Moseneng which persons the Commissioner for SARS may request, by 4
public notice, to submit a return by a specified date as a third party (section 26 of
the Tax Administration Act)

b Explam to Prof Moseneng what information a notice of assessment must contain 4

c Advise Prot Moseneng of the important aspects related to a request by SARS for 3
“relevant matenal”

d Explain to Prof Moseneng what “date of assessment” means in the case of an 2
assessment 1Issued by SARS and in the case of a self-assessment by the taxpayer
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QUESTION 1 (continued)
PART C {2 marks, 2 minutas)

Mr Rick van Bruggen, a Belgan resident, 1s planning a “proposed transaction” as defined under section
75 of the Tax Admirusiration Act. He 1s however uncertain about the application of any tax Act on the
“proposed transaction” He approaches you for assistance and refers to certain facts and circumstances
that SARS needs to take info consideration about the "proposed transaction™  Mr Van Bruggen 1s the
promotor of the “proposed transaction” He 1s currently residing in Gauteng

REQUIRED. MARKS

a Inform Mr Van Bruggen what procedure, as described under section 75 of the Tax 1
Admnistration Act, would be the most appropriate course of action to follow in re-
spect of the proposed transaction Do not discuss “reportable arrangements”

b Advise Mr Van Bruggen what would be the purpose of such a result or decision by 1
SARS

QUESTION 2 (30 marks, 40 minutes)
PART A {8 marks, 10 minutes)

The burden to prove that there 1s an amount to be taxed rests on SARS The taxpayer however bears
the burden to prove that an amount Is not taxable Section 102 of the Tax Adminstration Act clearly
identfies these different aspects Ms Norah Mayflower received for the 2015 year of assessment a re-
quest for verfication of certain amounts that she had clamed as expenses She approaches you for
assistance n this regard

REQUIRED: MARKS

a Advise Ms Mayfiower about the onus of proof resting on the taxpayer. as de- 4
scribed under section 102 of the Tax Administration Act

b Inform Ms Mayflower of the circumstances where SARS may issue a reduced 4
assessment

PART B (10 marks, 12 minutes)

Advocate Don Pillay was recently appointed as the representative taxpayer for the Gauteng Regional
Bar Due to the recent changes brought about by the Tax Administration Act, he contacts you personally
to obtain information concerming his personal liabilty as representative taxpayer for the Bar You have
carefully studied the Tax Adminustration Act and are able to provide Advocate Pillay with the necessary
information
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QUESTION 2 {continued)
REQUIRED:- MARKS
a Explain to Advocate Pilay what 1s meant by the term “taxpayer” (section 151 of the 4

Tax Administration Act)

b Explain to Advocate Piliay what is meant by “a person chargeable to tax” (section
152 of the Tax Admirustration Act) 2

c Describe to Advocate Pillay what 1s meant by “hability of a representative taxpayet”
(section 154 of the Tax Administration Act) 4

PART C (7 marks, 8 minutes)

Dr Nicole Withams 1s a partner in a medical practice Her practice has suffered due to a loss of Income
over the past number of years She has been serving as a medical practitioner in a rural village in
Mpumalanga since 2005 Section 167 of the Tax Administration Act grants SARS the power to provide
for an instalment payment agreement in respect of a taxpayer’s outstanding tax hability Dr Willams i1s
prepared to approach SARS with the view of arranging for the payment of instalments to help settle her
outstanding tax llability You assist the good doctor {with her consent) by arranging for an instalrment
payment agreement with SARS

REQUIRED: MARKS

a Inform Dr Willlams when will SARS modify or terminate an instalment payment 2
agreement

b Advise Dr Willams of the cntera SARS will consider for arrangwg an mnstalment 5
payment agreement

PART D (5 marks, 6 minutes)

Ms Joyce Riebe, a South African resident, acting i collaboration with a foreign shareholder, recently
acquired a company which manufactures automotive parts for the local market Ms Riebe intends to
approach a number of foreign mvestors with the view of expanding her business into various overseas
markets She is uncertain about a number of I1ssues in terms of the Tax Administration Act and accor-
dingly approaches you for assistance

REQUIRED- MARKS

a Advise Ms Riebe who 1s authorised under the Tax Administration Act to make a 1
writien request to a taxpayer to obtain secunty (from the taxpayer) in order to safe-
guard the collection of taxes,

b Explain to Ms Riebe who may be held Iable, other than the taxpayer, for providing 3
the required security (in respect of a taxpayer who 1s not a natural person)
C Explain to Ms Riebe what type of contract SARS may enter intc with a taxpayer 1
L who 15 not a natural person, if such a taxpayer is unable to provide the required se-
cunty
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QUESTION 3 (20 marks, 24 minutes)
PART A (8 marks, 10 minutes)

Ms Rebecca Molopo deciared a “dispute” with SARS in respect of the notice of assessment she received
for the 2015 year of assessment. She reahses that SARS has a duty to assess and collect taxes accor-
ding to the tax laws of South Africa and to not forego a tax which is properly chargeable and payable
However, Ms Molope's business has suffered excessive financial losses durnng 2015 and she believes
that the assessment raised by SARS has prejudiced her business SARS had disallowed a number of
items clamed as expenditure by Ms Molopo However, after further discussions with the Revenue
Authority, a Sentor SARS official decided that the particular matter (‘dispute”) was not in the best interest
of the fiscus (to pursue any further} and reached a settlement with Ms Molopo  She enquires from you
what would be the correct procedure for reaching a “settiement” and what impontant 1ssues must be con-
sidered by SARS and herself in this matter

REQUIRED: MARKS

a  Advise Ms Moiopo on the aspecis related to the procedure for reaching a “settie-
ment” (section 147 of the Tax Administration Act) and inform her of the details 8
which must be included in the agreement reached between herself and SARS

PART B (8 marks, 10 minutes)

The Tax Administration Act draws a distinction between a temporary and permanent wnte off A tem-
porary write off 1s debt relief provided for under section 195 of the Act The tax debt must be unecono-
mical to pursue and does not absolve the taxpayer from paying an outstanding tax liability A tax debt
will be uneconomical to pursue If a senior SARS official 1s satisfied that the total cost of recovery (lo be
ncurred) of the tax debt will exceed the anticipated amount to be recovered Ms Malone’s business suf-
fers from a deficiency of funds and she approaches SARS with the view of writing off a part of the out-
standing tax habity Your assistance Is required by one of the attorneys Ms Malone had consulted with,
prior to the request for a write off

REQUIRED: MARKS
a Describe the factors that must be taken into account by SARS when deciding to 8
temporanly write off an outstanding tax hability

PART C (4 marks, 4 minutes)

SARS has imposed Ms Malone with an administrative penalty for non-compliance with a tax Act She is
aggneved by the penalty assessment and wants to request SARS to remit the penalty

REQUIRED: MARKS

a Describe the two (2) types of administratlive non-compliance penalties imposed 2
under Chapter 15 of the Tax Admmistration Act

b inform Ms Malone what exceptional circumstances SARS would consider for the 2
remittance of an adrmnistrative penalty
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QUESTION 4 (20 marks, 24 minutes)

PART A (10 marks, 12 minutes)
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Mr Sam Parlowe, the owner of a game farm in Limpopo, approaches you with the view of assisting him
with the remittance of an understatement penalty imposed by SARS for the 2015 year of assessment
Mr Parlowe 1s unsure how the understatement penalty regime 1s applied in practice and enquires from
you on whom the onus rests to prove the grounds for the imposition of any penalty percentages

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

1 2 3 4 5 ]
Voluntary Voluntary
If obstructive, disclosure after disclosure
Item Behawviour Standard case |orifitis arepeat| noufication of before no-
case audit tification of audit
0] Substantial understatement 10% 20% 5% 0%
(1) Reasonable care not taken In 25% 50% 15% 0%
completing return
(a1} No reasonable grounds for tax 50% 75% 25% 0%
position taken
{v) Gross neghgence 100% 125% 50% 5%
{v) Intentional tax evasion 150% 200% 75% 10%
REQUIRED. MARKS
a Describe to Mr Parlowe what 1s meant by an “understatement” 4
b Explain to Mr Parlowe how the above percentage table works 5
c Advise Mr Parlowe on whom the onus rests to prove the grounds for the imposition 1
of the applicable percentages

PART B (10 marks, 12 minutes)

Ms Joanne Moselle 1s busy with a research project in order to complete her MCompt degree (imited
dissertation) in Taxation She has reviewed the different cnminal offences described under the Tax

Administration Act

REQUIRED: MARKS

a inform Ms Moselle of any five (5) of the tax evasion offences hsted under section 5
235 of the Tax Adminuistration Act

b Advise Ms Moselle what specific section of the Constitution of South Africa, 1996, 1
provides for the nghts of an accused or a person presumed guilty of an offence

c Describe to Ms Moselle what information SARS may publish in respect of a tax 4
offender
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