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PAYING TAXES

“WORKING TOGETHER TOWARDS TOP 50”

é N

Addressing negative bias and improving perceptions

Vesting better understanding of survey methodology

Broadening base of respondents

[ Bring SARS and Taxpayer “facts” case study closer
| to each other

Assumptions are far removed from reality on both SARS

and taxpayers side
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PAYING TAXES

DISCUSSION POINTS

Perceptions — SAICA )
2016 VAT Refund survey |

Analyzing VAT Refund |
process )
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SAICA SURVEY 2016

“The mountain of perception
that becomes reality”

@ SAICA
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VAT REFUNDS

SAICA 2016 SURVEY

# SAICA has received numerous complaints, from members dlrEEtl'.rﬂr via its mmmlttees that SARE is dEIa\r.ng
refunds with a specific issie regarding VAT refunds.

‘o The-purpose of this survey is to gather aata 1o be presented-1o 54 FtE: i sup pur‘t af these cam plalms ------

Methodology

.+ A0 online survey was sant out to members subscribed to receive the Standards & Legislation newsletter. . . .

* Data gathering took place from 22 September to & October 2016

Hesponse rate

¢ 1 B73 responzes were received
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VAT REFUNDS

SAICA 2016 SURVEY — WHAT IS A DELAY?

~ In your view, what time period would constitute a ‘delay’ by SARS

with respect to the payment of VAT refunds?
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VAT REFUNDS

) o |

SAICA 2016 SURVEY - DELAY PERVASIVENESS

Part A: Tax Practitioners only

Hnw many tax r:Ilent_r. do you currentlw,r provide 5 ;enrmes tn?

1wl 11%2°15 1660 28 J0to 48 "50to® 7 100twl143°  130wl5E 20 tolde 250 fod93 500+

. What pp rce nta:re (%) of your tax clients experience delayed VAT refunds (i.e. more than 60 days from
due date to actual payment date)?

. Mone= thet | am sware of, La=ss than 10%

- Within the last three (3) years, what percentage (%) of your tax clients have experienced delays in the
payrent of VAT refunds longer than one year?
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VAT REFUNDS

SAICA 2016 SURVEY — DELAY REASONS

. . _ _ Part B: All respondents _ _ _
- Based on your experience, does it take longer for SARS to pay higher value refunds?

Mémber in businiess ’ Tam practitioner

Bank detzils not verified Ko5ARS feedbadk received - Ongoing audic - Outstanding tan returns : Other - @
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VAT REFUNDS

SAICA 2016 SURVEY — DELAYED INTEREST
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SAICA 2018 SURVEY - SYSTEMIC MATTERS OTO

Taxpayers MOST & LEAST experience on
Systemic Issues

80%

Experience Ranking (%)
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SAICA 2016 SURVEY — SARS’ REASONS FOR DELAYS

Insufficient documentation provided by vendor;

e Cases identified for audit due to fraud;

e Qutstanding returns for other periods (R1 billion in refunds
delayed due to this);

e Insufficient vendor history (i.e. new vendors);
e More than 6 returns submitted in a 6 six month cycle.

: @ SAICA
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SAICA 2016 SURVEY — SHORT TERM INTERVENTIONS AGRE

e Incorrect calculation of interest;

e SARS “misplaced documents” i.e.
multiple requests for same documents;

e Audit letters or notifications not being
sent to taxpayers.

) @ SAICA
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VAT REFUNDS

TAX OPERATIONS MATTERS - NEGATIVE BIAS

A TOP-MATTERS-REQUIRING-URGENT RESOLUTION ... =% .

4.2 sLack-of correcting-consequences-of system-problems-2.g -diesel-rebates, requestfor-reasons, -
FI'E—chI.ﬂEﬂEEl objections-etc. . SO SRS S SRS £ |
4.4 slnvalid-objections policy-for-relevant-information ... - 137
4 8 sl iquidated-companies-and-winding-up-ofestates =13
5.— Unresolved msatters-arising-from-the-10-March-2016-mesating: ... - 137
5.1.+Rejection-of reasons-provided for- late-objections. (5.2} e, 13
5.2 slnvalid-objections-(5.5) ... TR e 1]
5.3.+5ARS-non-response-to-ADRs-lodged-{5.6) .. S SR . |

1.—+ Debi-management ... U S PSP T
3.—+ Mon-compliance-with-time-frames ..
4 — Taxrefunds...
1.—+ Requesis-and-feedback-from-auditors-conceming ... S ST
2.—+ Administrative-penalties for-late-submission-of-corporate tax retums, -effective-7-Decamber- 201289 3.4 shctiveting| P“W"““"“”"VFE on-eFiling —activation rejected-even where taxpayer was-

C.— PREVIOUS-UNRESOLVED-AGENDA-ITEMS-REQUIRING-FEEDBACK ......ccoooccombe B
5.5.+5ARS contacting taxpayers-dirsctly-even-when the-RAVD -is-updated-(12.2).
1.— Unresolved-matters-from-the-24-May-2018-meeting-(excluding thoe which-were-resohied-via-

other-platfiorms/engsgements, -including-regional-engagements). .. SUOPRRORST NSRS -, | N b AN M T (M Tt N B T

2 —» Unresolved-matters-from the-8-September-2017-meeting (based-on-the- SAICA-agende sentta- B.1.MAT letter of findings-blanket-assessments-{d) .
BT P S, 1, | 6.2 +Acknowledgement-of recsipt-(with-a-reference-number) for-SARS-LBC -email-address-(2)..

2.1.+Public-bensfit-organisations-(FBOs) ... B S L | 6.3\ AT-penalties-on-delayed-diesel rebates —status-on-splitting this-(h).......o.occocmb 14
2.2 +Disallowance-of-expenses for-professional-sole-practitionertaxzpayers .. S USRI (1 | 6.4 +5ARS-Audit-and-other-comespondence-(5.8-(a)—{d}).... U S — S |
2.3.+Dispute-form-containing-incomect-deteils.. ..o TO] 6.5.+"Suzpension-of payment -requests-and-SAR S wrongly-instituting recovery -proceadings-(5. 15} 147
2.4.sAdministrative-non-compliEnce-PEnaliEs . ... oo oo snms e seeene D] Section Break (Next Page)
2.5 +Tax-type-activation—new-timelines. .. - R S L |

2.8.+Taxpayers-being redirected-to-make section-83-applications-instead-of following the-dispute-

2.7.+Inability-to-print-I TR 12-form-after-having-submitted-the form.... S SO, -y |

3.~ Unresolved matters-from the-16-May-2017-meeting.......oooo R

3.2 +Challenges-with-the-dispute-resolution-process-(A2)
3.3.4Audit-vs Verification-(A4) ...
3.4 4Diesel rebates{A5) ...
3.8.+Bank-accountvenfication (B3l . ... TR e e e e
3.7.+Requests-for-supporting-documents-{BE). ... TR
3124 Disallowing -donations -as-a-deduction-due-to-incormect-FEO-numbers-{B13).
3.13.4 5ARS-Complaints-Management-System-(B14) ..o
3.14.4+ Administrative non-compliance-penslfies (B8] ... TR
4 — Unresolved -matters-ansing-from-the-18-October-2018-mesting: ... =
4.1.sLack-offeedback and-progress-reports-on-agends-items-and-submissions. .=k

4
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TAX OPERATIONS MATTERS - NOV 2018

e Revised VAT returns collated with

e Diesel rebate set off .
incorrect

e Days calculation in verification letters .
e Over auditing
e Duplicate verification letters with

. : : . e Journal adjustments reversing refunds
expectation of different information

: : : : Journal assessments
e SARS banking details data integrity and

multiple successive banking detail

o e No reasons for Additional Assessments
verifications

e NoO communication on moving vendor to

e Communication on delays _
different category

o Audit vs verification

develop.influence.lead



VAT Refunds
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TAX SIMPLIFICATIO

COMPONENTS OF DISTANCE TO FRONTIER INDEX

1. Total Tax & Contribution Rate (TTCR)

2. Time to comply and payment components Paying taxes

Preparation Completing Filing Payments (number per year)
of return return return

Time (hours per year)
Total tax and contribution rate (% of profit)
Postfiling index (0—100)

3. . Postfiling index Time to comply with VAT refund (hours)

: Time to obtain VAT refund (weeks)
Audits

Time to comply with corporate income tax audit (hours)

Time to complete a corporate income tax audit (weeks)

[l
develop.influence.lead.
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ASSUMPTIONS

Postfiling index: what is included?
|

Measure the process of
obtaining a Value Added
Tax refund related to a
large capital purchase Time to
comply
with VAT
refund

Time to
complete a
CIT
correction

17

Time to

obtain VAT

refund

Time to
comply
with a CIT
correction Measure the process of

amending a CIT error
and going through an
additional review

@WDRLD BANKGROUP

VAT Refund — 2 components

Time to comply with a VAT refund
» Time required to gather information and calculate VAT refund amount;

»  Time required to prepare VAT refund claim and any additional documents needed to substantiate the
claim;

« Time spent making representation at the tax office or completing any other activities, if required;
« Time to conclude an audit is included if companies with a request for a VAT cash refund due to a capital
purchase are pooled into additional review in 50% or more of cases — based on the experience of

expert contributors:

» Time to conclude an audit includes: time spent gathering information and preparing any
documentation required by the tax auditor; and time spent submitting the documents requested;

> The type of audit interaction is taken into account (single item audit or comprehensive audit).
Time to obtain a VAT refund
« Time in time (in weeks) to receive a cash VAT refund from the moment the request has been submitted.

* Includes delays due to waiting for an audit to be finalized by the authorities.
WORLD BANKGROUP

@) SAICA
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LEGISLATION

» Section 44 VATA —= VAT refunds

« Section 45 VATA - Interest on delayed refunds
« Section 45A VATA - Calculation of interest for rate changes
« Section 190 TAA — Refunds of excess payments

« Section 191 TAA — Refunds subject to set-off

. @ SAICA
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VAT REFUNDS - SARS INFORMATION Is this enough
VAT REFUNDS FOR VENDORS N and

What is a VAT refund? . t
A VAT refund i an amounl of VAT Lhal is payable by SARS Lo a vendar, wherg ap p ro p rla e

» the total amount of inpul tex excesds bhe tatal amount of oulpul tax in & particular tax period, or form at’)
» & vendor has peid an amount of VAT, in excess of the amaunt that should have been paid Lo SARS. .

How do VAT refunds for vendors work?

A vendor is reguired bo calculate their VAT liability, in relation to its allocated tex peried, by off-setling inpul tax (i.e. VAT thet
15 chargel:l on Lhe Ell'.ql.liﬁiliﬂl"l al gr}ﬂlﬂi and services Bnd which ig allowed B2 a8 deduclion) againsl I3u1.|'.'lu|. lax (i.e. WAT that is
cherged an the supply of geads and servicas by the vendar). The difference is either paid to SARS (this occurs when oulpul
tex exceads input tex) or & refund is ceimed fram SARS [this eoturs when inpul tex excesds aubput tax).

IT & wendor is entitled Lo & refund, SARS is required Lo pay thal refund within 21 business days of receiving the correctly
complated VAT relurn in respect of that refund. IF the refund is nol peid within 21 business days, SARS will have Lo pay
interast, al the prescribed rate, on the amount thal is refundable. However, the period af 21 business days may be suspendsad,
in wihich cese na interest is pavable. Far exemple, & relurn may be meterially incamplete or defective, in which case the 21
business days will be suspendead wntil the vendor rectifies the raburmn.

SARE may alsp withhald a refund, whare, Tor example, the vendor has nol provided valid banking details, or hes not submilled
all their VAT relurns, or has noel paid olher Laxes [hat are adrministered by SARS.

May a vendor object or appeal when SARS does not authorise a VAT refund?
& vender can object o or appeal @ decision by SARS not b authorise & VAT refund.
The abjection musl be in writing and the alternative dispute resclution ferm (ADR 1 forrm) rmust be completed., The resson far

abjection must be clegrly stated and the supparting dotuments must be altached end sent back Lo SARS. The objection must
e ladged within 30 business days from Uhe dale of the pasessrmenl.

The appesl must b in writing and the alternative digpute regalution farm (ADR Z form) must be complabed and Sent back Lo
SARS within 30 buginess days from Lhe date of receiving nolice of AR5 deciion in respect of the objection.

On pppeal indicate whether you wish Lo meke wse of the Altermalive Dispule Resolution (ADR) proceduras or rather appeal o
Lthe Special Board ar Tax Court.

Howr is high risk VAT refund claims identified?

SARS uses a risk enging Lo objectively identify any risks thet may be assaciabed with the refund, which werrants further
investigetion end auditing. Vendors that are registered for e-Filing cen make use of the Refund Dashboard bo view the stabus
af their refunds.

Wendors that are selected foe further verification af heir refund daims will be reguested bo submil supporling documents. @ SAl CA

Top Tip: Due Lo concerns involving VAT fraud, the wie of third perly banking delails will anly  be parmitted in bwo instanceas,

Tirstly, where the vendor is 2 foreign company and secondly, whare the vendaor Talls within the ambits of 2 "graup af

companies” (i, the vendor is either 8 subsidiary compeny or a holding cormpemyi. [n both cagses, the vendor must supply the

mesessary aubharily from the accaunt halder (for example, company resolutien) and indemnily SARS againsl pessible lossas of develop.influence.lead
amounts that are paid inko the nomineted bank account. The vendar is required bo carmplele a VATL19 form Tor Lhis purpose.
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PROCESS - ENTITLEMENT

S190(1) TAA

Person is automatically
entitled to refund reflected

on assessment (i.e. SARS
must), including interest
thereon

No
prescribed
days

20

S190(4) TAA
Erroneous
overpayment must
be claimed to
become entitled

S44(11) VATA
Deemed not to be
made if banking
details not verified in
writing 90 days from
claim
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PROCESS — ENTITLEMENT DEFERRALS

S190(1) TAA

Person is automatically entitled to refund reflected on
assessment (i.e. SARS must), including interest thereon

@ SAICA
21



TAX SIMPLIFICATIO

PROCESS - AUDIT AND VERIFICATION

VERIFICATION OF VALUE-ADDED TAX DECLARATION (VAT201)

The South African Revenue Service (SARS) thanks you for submtting your VAT201 declaration for the 201901 tax period,

Flease note that, in terms of the Tax Administration Act, vour VAT201 dedaration has been identified for verfication as a result of variances detected in
this submisson.

Flease review your VAT200 dedaration against your relevant Value-Added Tax (VAT) calculations and relevant material. If vou find any errors, correct
them by submitting a request for comrection

If yiols cannot find amy errors pertaining to the VAT201 declaration, you are required to submit the following relevant material:

The output tx schedule, input tay schedile, all documents relating to capital expenditure daimed (if applicable), and other transactional documents that
wiolld for example, substantiate amy increase/decrease in sales, inventory, change in use adjustment of bad debts,

Flease ensure that you enclose this original letter when submitting vour relevant material, as it containg a unigue bar-coded reference which links it o
your VAT aceount with SARS. A photocopy of this letter will not be accepted by SARS. Your may however make a copy of this letter for your records,

Mote that SARS only accepts relevant materal in Ad format
Relevant material can be submitted through the following channels:
At yoUr nearest SARS branch
By post to the address above
Electronical ly via eFiling
Mote that you have 21 days from the date of this letter to comply in order 1o enable SARS to finalise the verfication,
It is a criminal offence o wilfully and without just cause fail to provide the relevant materal.

should you have any queries please call the SARS Contact Centre on 0800 00 SARS(7277). Remember to have your registration number at hand when
you call to enable us to assist you promptly.

Sneerely
ISSUED OM BEHALF OF THE COMMISSIONER FOR THE SOUTH AFRICAN REVENUE SERVICE

. @ sAcA
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PROCESS - INTEREST AS PART OF REFUND

S45 VATA
Interest runs automatically from 21 business days from return
(.e. effective date) submission to date of payment

S187 & 188(3) TAA
Refund not paid, interest accrues from effective date and is
payable

) @ SAICA

develop.influence.lead



\_
TAX SIMPLIFICATIOIV ‘

PROCESS - INTEREST DEFERRALS
S45 VATA

Interest runs automatically from 21 business days from return
submission to date of payment

@ SAICA
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Recommendations
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RECOMMENDATIONS

Separate diesel and VAT on return

* Filing with standard support documents attached

* Insert verification procedures, times lines and communications in law
« Consolidate VAT refund and interest provisions into TAA

« Enable open box information requests by SARS auditors with additional

document filing boxes on eFiling
« Better management oversight of manual interest calculations and journals

« Enhanced and more direct communication between taxpayer and relevant

SARS officials busy auctioning matter

. @ SAICA
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