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its official policy or position.We find ourselves in the thick of the Filing 
Season and it certainly did not have an 
easy start. The South African Revenue 
Service (SARS) experienced some 
glitches with its electronic systems 

Word 
from 
CoTE

Faith Ngwenya, Technical & 
Standards Executive at SAIPA

TAX COMPLIANCE SHOULD 
ALWAYS BE A PRIORITY
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at the start of the filing season. One that really caused 
concern was the inability of tax practitioners to register 
themselves as tax representatives on the SARS website. 
This impacted their ability to assist clients to ensure their 
tax compliance.

This again impacted on businesses’ ability to access 
government relief programs, to continue trading with 
other businesses and to tender  for new business. 
South Africa is still fighting the Covid-19 pandemic and 
experienced debilitating political unrest in two important 
provinces. 

The country was shocked to its core by the violent 
and rampant destruction of businesses, infrastructure 
and the loss of lives in KwaZulu-Natal and parts of 
Gauteng. This happened just when the filing season 
kicked off. 

At the time, the last thing companies wanted to worry 
about was tax compliance. They saw their businesses 
burnt to the ground. Many are still trying to rise from the 
ashes. However, the reality is that tax compliance has 
to be on the worry-list of any company. It remains their 
“license to trade”. 

We know that the Department of Small Business 
Development required a tax compliance certificate from 
companies to qualify for their relief programs. SARS also 
requires a business to be in good standing in order to 
obtain payment holidays on certain tax types, or to make 
payment arrangements.

FIGHTING SPIRIT 
It certainly is not easy doing business in SA. Our own 
members and their client base have worked hard to grow 
their businesses, and it prepared them well for the severe 
storms that hit them - be it the pandemic or destructive 
and malicious public disorder.

South Africans have a fighting spirit and many are 
still continuing the good fight. Some have unfortunately 
reached a point where they are hanging up their gloves. 
We express our sympathy with businesses who have lost 
everything.  

SAIPA wants to ensure those who are still hanging on 
that we are determined to assist. Our tax unit will do their 
best to offer technical advice on issues that keep them 
awake. 

In this issue we give some practical advice on how 
to survive the ravages of the pandemic, the shrinking 
economy and the destruction of property in parts of the 
country. 

In his article Prof Rashied Small explains the perils of 
onerous contracts and how tax practitioners and their 
clients can deal with them. 

In his article on tax planning Ettiene Retief also looks 
at the importance of cash flow management in order to 
weather the storms.

SURVIVE, REBUILD 
AND GROW 
We encourage small businesses not only to find newer 
ways of doing things, but also to find new things to do in 
their business. 

This really requires innovation. 
The Fourth Industrial Revolution and its 

accompanying challenges have been thrust upon us 
by the pandemic. Agility and adaptability remain key to 
surviving, rebuilding and growing your business.  

We understand that our members and their practices 
are also under strain. 

In some instances, they are not able to service their 
clients as best they want to, mainly because of system 
issues beyond their control. 

However, we urge them to clearly and honestly 
communicate with their clients and to continuously keep 
them in the loop. 

This may prevent them from ending up in a position 
where they have to endure penalties and interest 
because of a default that could have been prevented with 
the necessary foresight and planning.   

SAIPA wants to 
ensure those who are 
still hanging on that 
we are determined to 
assist. Our tax unit 
will do their best to 
offer technical advice 
on issues that keep 
them awake.”
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By Ettiene 
Retief, 
Chairman of 
the National 
Tax and SARS 
Committee.

Our understanding 
of cash flow 
management, 
liquidity and bad debt 
has been altered 

drastically. While cash flow of 30 or 
45 days has been sufficient pre-
Covid, it is no longer the case. As 
of late, bad debt is not only caused 
by “cowboys” or “badly managed 
companies” in the industry, 
companies with stellar credit records 
are also struggling to honour their 
debt.

Resist the 
Temptation
The temptation to manage cash flow 
by manipulating the company’s tax 
outcomes should be avoided at all 
costs. Businesses dare not mess 
with Value Added Tax (VAT) and Pay-
as-You-Earn (PAYE).

This is revenue collected on 
behalf of the South African Revenue 
Service (SARS), it is not your money. 
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TAX RELIEF
GETTING OVER THE 
HURDLES WITH

Recent events, 
notably the 
Covid-19 pandemic 
and the looting 
and destruction 
of businesses and 
infrastructure 
in parts of our 
country, have 
changed the 
way we consider 
important financial 
concepts.

PAYE is withheld from an employee’s 
salary and paid over to SARS as a 
credit towards that employee’s tax 
liability. Therefore, it should not be 
considered as part of your cash flow, 
and making false declarations will 
only compound your problems.  

The whirling dust caused by 
these turbulent times will settle, but 
the risk will remain for many years 
that SARS may audit businesses, only 
to find incorrect declarations.  Failing 
to pay the PAYE over to SARS will 
also impact the employee when they 
file the annual return. The penalty 
and interest on under-declarations 
will be much less of a concern than 
the potential of criminal charges 
brought against the parties involved. 

Remain 
Compliant
Our advice is making the correct 
declarations and understanding the 
business’ true tax liability. It is crucial 
for businesses to approach SARS 
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immediately when they realise they 
will not be able to service their tax 
debt in order to make a payment 
arrangement.

When SARS comes knocking on 
your door, they have already gone 
through a number of collection 
procedures and are considerably 
less likely to be lenient towards 
you if you have not made any 
effort to approach them before 
they embarked on enforcement 
procedures.

Tax Relief
Business conditions remain 
tough, restrictions on trade 
are ongoing and the impact on 
several businesses, particularly 
in the construction, hospitality, 
entertainment and liquor sectors 
have been severe.

During the initial hard lockdown 
many companies were able to 
manage their cash flows to 60 days 
and even 90 days, however many 
now find themselves in a position 
where all reserves have been 
depleted.

Tax legislation allows for 
certain relief measures to assist 
companies in distress, such as debt 
write-offs, debt compromise and 
the deferment of tax payments of 
several tax types.

It is important to understand that 
SARS is under no obligation to offer 
relief when it is not in the interest 
of the fiscus, therefore, there are 
specific criteria that must be met 
in order for a company to get such 
relief.

SARS must manage its own 
debt and remains accountable to 
Parliament for the tax it is unable 
to collect.  When allowing some 
leniency to taxpayers it will first and 
foremost consider the risk to the 
fiscus and whether it is more likely 
or less likely to collect the debt if it 
enters an arrangement.

Payment 
Agreements 
SARS will consider the collateral 
offered by the business to back the 
debt, should the taxpayer not be 
able to honour the agreement, as 
well as whether the taxpayer has a 
realistic plan and strategy to settle 
its debt. 

We thus recommend that 
businesses clearly set out the steps 
they have already taken to manage 
their financial situation when 
approaching SARS. 

They will require recent 
financial statements, a complete 
understanding of the risks facing 
the company and the steps taken 
to mitigate them. As the current 
environment remains volatile, 
and it will be prudent to include 
contingency plans, should the 
circumstances change. 

If circumstances do change, 
immediately alert SARS and inform 
them of your contingency plans to 
address the new risks. 

If legislation allows, SARS will 

change or extend the terms of the 
agreement when it is in the interest 
of the fiscus to do so.  

It too, understands that we  
are living in extremely turbulent 
times.  

Let’s not forget of the importance 
to be tax compliant (other than 
for the tax debt that you seek an 
arrangement for). Many businesses 
rely on a good compliance status to 
get new work or even to get paid for 
work done. SARS is also more likely 
to assist a taxpayer that wants to be 
compliant. 

When a company does enter a 
payment arrangement, it certainly 
does not want to default on it.  There 
are recent examples where SARS 
did not hesitate to issue judgements 
and even attach assets when taxes 
were not paid. 

We therefore caution against 
simply asking for a deferment 
of payments, while it may offer 
immediate cash flow relief, ultimately 
the debt mountain will be higher to 
climb, as you need to service the 
current tax debts while paying off 
the deferred tax debts. 

Tax legislation allows for 
certain relief measures to 
assist companies in distress, 
such as debt write-offs, 
debt compromise and the 
deferment of tax payments of 
several tax types.”
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BUSINESS 
OWNERS 
NEED TO 
DEAL WITH ONEROUS 

CONTRACTS
By Rashied Small, 
Executive: Centre of 
Future Excellence (CoFE).

South African businesses have 
been battered by the impact of 
severe trading restrictions because 
of the Covid-19 pandemic, and 
more recently many found their 
businesses looted or completely 
destroyed. That has raised the 
important issue of onerous contracts 
and the ability to deduct payments 
made in order to escape future 
obligations under the contract.  
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An onerous contract is any contract where 
the unavoidable costs of meeting the 
obligations under the contract exceed the 
economic benefits expected to be received 
from the contract. 

A contract can be onerous from its outset, or it can 
become onerous when circumstances change and 
expected costs increase or expected economic benefits 
decrease. 

This has become the norm in the current turbulent 
economic climate and many small and medium-
sized entities (SMEs) are locked into onerous contracts.

Most lease agreements have a cancellation cost, if the 
cost of cancellation exceeds the rental payments for the 
remaining part of the lease, then the penalty clause will 
represent an onerous contract for the lessee as it will be 
more cost effective to continue will the lease.

It is therefore vitally important to have regard to the 
cancellation clauses of any contract from the outset, and 
not only when circumstances force you to. 

CAPITAL VERSUS 
REVENUE 
The challenge for taxpayers making payments in respect 
of onerous contracts is whether the amount is treated 
as capital or revenue in nature. The general rule is that 
a payment made in order to discharge a liability to 
make recurring, tax-deductible revenue, the payment 
is considered to be revenue in nature and therefor 
deductible.

Where a business terminates a contract with a 
service provider to effect a saving in operating expenses, 
and makes a payment for the cancellation, then such a 
payment can be treated as revenue in nature. 

However, if for example, the business paid a lump 
sum for the cancellation of the lease of the premises of 
one of its branches that will be closed down, SARS will 
regard the amount as capital in nature. It will not receive 
a tax deduction for the amount. 

As a general guideline the professional must consider:
1. the reason and intention for making the payment; 
2. the impact it has on the businesses, and 
3. the type of obligations for which the payment is 

made.  

Generally, if the payment is made to reduce operating 
costs, such as relocating the business, the payment 
will be treated as being revenue in nature because the 

business is continuing its operations.  
However, when the payment is made to downsize 

operations, such as closing a store or branch, then it may 
be regarded as being capital in nature and will therefore 
not be treated as a deduction.

CONTRACTUAL 
OBLIGATIONS 
It is imperative for the tax professional and the business 
owner to understand the contractual obligations. If 
cancelling or violating the obligations results in the 
business having to pay more than what it would have the 
contract becomes onerous.  

We advise any business who finds itself in this 
position to engage with its service providers to 
renegotiate an alternative arrangement. 

This may include restructuring the payment plan; 
arranging a payment holiday; or modifying the lease 
agreement.  

In the case of a payment holiday arrangement the 
rental payment will be allowed as a deduction since the 
amount still accrues even though the payments are 
deferred.

When rental payments are restructured, it will be 
treated as an amendment to the lease agreement. The 
actual payments will be treated as a deduction based on 
the revised payment plans.  

If the agreement is modified, it will be treated as a 
new lease agreement and the deductions will be based 
on the payments made in terms of the modified lease 
agreement.

However, if the arrangements are made in terms of 
capital repayments, such as creditors or a loan, then the 
amounts are capital in nature and cannot be treated as 
deductions. 

Importantly, the interest charged on the amounts due 
will be treated as a deduction since it will be regarded to 
be revenue in nature.

OTHER EXPENSES
Operating expenses, such as levies or electricity incurred 
in terms of the lease agreement, will be treated as 
operating expenses. 

They can be deducted as and when they are due 
rather than when the payments are made.  This means 
that any arrangement made in respect of the lease will 
not affect operating expenses. 
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South Africa has been 
faced with two extremely 
damaging events in 
2021, firstly the Covid-19 
pandemic that has been 

relentless in the havoc it has caused 
across the country, with countless 
businesses having lost millions and 
small-and-medium-sized businesses 
being hit the hardest.

Secondly, the country was 
engulfed by civil unrest in July, with 
the epicentre of the chaos being 
in KwaZulu-Natal and Gauteng 
where many shops were burned, 
vandalised and looted. Livelihoods 
were lost and not all shop owners 
were insured.

The existing Income Tax Act 
does offer some relief, but the 
following must be noted:

 To access the tax relief, tax 
practitioners must exercise 

HELP 
SARS 

TO HELP YOUR BUSINESS
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By Mahomed Kamdar, Tax Specialist at SAIPA.
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professional scepticism. A tax 
practitioner must view the full 
circumstances of the taxpayer 
before making a concrete 
decision.

 The South African Revenue 
Service (SARS) does not know 
which taxpayers are affected by 
the continuous pandemic and 
the recent unrest;

 The Income Tax Act 58 of 1962 
has not been amended to 
accommodate taxpayers affected 
by these events; hence tax 
practitioners are to use existing 
provisions extremely selectively.

Against this backdrop, we want 
to offer tips to help businesses 
and individuals manage their tax 
liabilities during the rest of 2021 and 
into 2022. 

Tax relief may include the 
following:

 formal companies converting to 
a turnover system of taxation, or

 formal companies `converting’ 
to a Small Business Corporate 
rate, or 

 paying tax liability over a time 
and/or 

 seeking a compromise of tax 
debt.

There are varied tax options 
available to alleviate the effects of 
the pandemic and the civil unrest, 
using the existing provisions in 
the various tax acts. It is especially 
important to realise that one 
cannot claim tax relief benefits if the 
taxpayer has ceased trading, it could 
have suffered a severe drop in sales, 
but it still must be operational. 

The Tax 
Options 
Considering this, here are a few 
tax survival options:

 If a business makes less than 
R1 million of taxable turnover 

a year, it may be subject to 
turnover tax. This is tax on 
turnover and not profit and 
means that if a company’s sales 
have all but collapsed, it will 
end up paying a small amount 
of tax. The taxpayer must apply 
register in advance that is, 
before the tax-year commences.  
The commencement of a tax-
year for turnover tax is always 1 
March each year. 

 If a company earns taxable 
turnover less than R335 000 a 
year, they won’t pay any tax at 
all. However, if your business 
has been battered by the 
pandemic and unrest, it may 
be favourable to conduct a 
test to see if you qualify as a 
small business corporation 
(SBC) system of taxation. To be 
an SBC, the company’s gross 
income1  must be less than 
R20 million a year and it must 
trade goods and services. An 
investment company cannot 
qualify as an SBC. 

 The SBC system of taxation 
permits faster capital allowances 
and wear and tear write-off of 
assets, thereby creating lower 
taxable income. An SBC will not 
pay any tax if its taxable income 
is less than R87 300, but if it 

surpasses that, the entity it will 
pay 7% tax on the exceeding 
amount. The table for SBC 
graduates over different levels 
of taxable income above the 
threshold. For more information, 
please refer to the SBC tax table 
in the SAIPA 2021 Tax Guide -  
SAIPA 2021 final.indd.

The company can earn separate 
investment income, but this must 
not be more than 20% of the total 
revenue received. In that way, at 
least 80% of the income earned 
must be from the trade of goods 
and services.

Turnover 
Tax or SBCs 
Tax Rates 
In deciding whether to select the 
turnover system of tax or the SBC 
tax rates, the tax practitioner must 
exercise professional diligence. The 
taxpayer is expected to analyse the 
taxpayer’s situation in total and not 
pay attention to the simple facts 
only, such as volume of sales and 
gross income only.  The following 
table is useful:

Turnover tax SBCs
Must register No registration required 

Once exited – cannot re-register In year 1, out in year 2, 
and can be in again in 
Year 3

Taxed on turnover, the deduction in respect 
of capital allowances, inventory purchases 
and s11(a) is not recognised for this system 
of taxation. `Losses’ during pandemic & 
unrest 

Expenses & allowances 
utilized – can obtain 
assessed losses- carried 
over to the next year

May still pay tax – on turnover Tax on SBCs rates – no 
tax on assessed losses

Cannot use expenses to reduce
Taxable turnover - `losses’ not utilised 

Can use expenses – to 
reduce taxable income 

1. Reference is made to `gross income’ as per the tax legislation. The accounting 
term `gross profit’ (sales less cost of sales) is not applicable in this context.
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https://www.saipa.co.za/wp-content/uploads/2021/03/SAIPA-2021-Tax-Guide.pdf
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If an entity that suffered from 
the recent events was previously 
registered for the turnover tax 
system, then such an entity may not 
re-register.

If the taxpayer (a company) 
converts to turnover system of 
taxation, they may not be liable for 
any taxes if the turnover is less than 
R87 300.  However, the expenses 
and capital allowances are ignored 
when determining the tax liability 
under this system of taxation; only 
turnover (not profit) is considered. 
This implies that under SBC rules, 
the taxpayer could obtain an 
assessed loss that could be carried 
over to the next tax-year. 

Although not available under 
the turnover system of taxation, 
the utilisation of an assessed loss 
(if applicable) is a favourable option 
for the taxpayer. The professional 
scepticism of the taxpayer is vital is 
making an appropriate decision. 

Narrative 
on Opening 
and Closing 
Stock
During the unrest, many taxpayers’ 

`perishable’ trading stock/inventory 
was destroyed and stolen.

To increase the cost of sales 
by the inventory loss would not be 
correct for accounting purposes, 
because these inventories were 
not sold and therefore cannot 
be included in cost of sales. 
Such inclusion distorts the gross 
profit percentage and the trading 
performance of the business. The 
loss of inventory must therefore be 
recognised as operational expenses.

However, for income tax 
purposes, section 22 (that deals with 
amounts to be considered in respect 
of values of trading stock) becomes 
relevant. 

The opening stock, plus 
purchases are deducted and the 
closing stock is added to determine 
the taxable income. Given the fact 
that inventory / trading stock is 
`lost’ during these trying times, the 
outcome is a lower closing stock and 
therefore, a lower taxable income.

Insured 
Inventory 
If the inventory is insured, then the 
insurance pay-out must be treated 
separately when compared with the 
situation where the taxpayer did 

not have an insurance cover (in this 
situation the full amount of the loss 
was included in closing stock).

In this case, the taxpayer would 
have received a tax deduction for 
the premium contribution. The 
insurance pay-out must, therefore, 
be included in the gross income of 
the taxpayer. 

However, if 100% of the 
insurance pay-out was utilised to 
replace trading stock/ inventory, the 
entirety of the insurance pay-out will 
be eligible for a deduction against 
taxable income.

It is important to note that one 
has to be mindful that the `new’ 
purchases, if unsold, will be included 
in closing stock at the tax-year end.       

Deferral of 
Payment 
A taxpayer may enter into an 
agreement with SARS to pay off tax-
debt in instalments, given that the 
tax liability is not in dispute.

In this case, SARS will grant an 
instalment and consider the 
following criteria:

 Whether the taxpayer has a 
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The company can earn separate 
investment income, but this 
must not be more than 20% of 
the total revenue received. In 
that way, at least 80% of the 
income earned must be from the 
trade of goods and services.”
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deficiency of assets or liquidity 
that is expected to be remedied 
in the future.

 Whether the taxpayer 
anticipates income or other 
receipts that can be applied to 
satisfy the tax debt.

 Whether the prospects of 
immediate collection are poor, 
but likely to improve in the near 
future.

 Whether collection would be 
harsh, and the deferral or 
instalment agreement is unlikely 
to prejudice tax collection; or

 Whether the taxpayer can 
provide security.

 
However, SARS may terminate the 
agreement if:

 The taxpayer fails to pay an 

Ta
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 The debtor’s assets and 
liabilities, reflecting its current 
fair market value;

 The amounts received by or 
accrued to, and expenditure 
incurred by, the debtor during 
the 12 months immediately 
preceding the request;

 The assets disposed of in the 
preceding three years, or longer 
period as deemed appropriate 
by SARS; 

 The debtor’s future interests 
in any assets, whether certain 
or contingent, or subject to 
the exercise of a discretionary 
power by another person;

 The assets over which the 
debtor, either alone or with 
other persons, has a direct or 
indirect power of appointment 
or disposal, whether as trustee 
or otherwise;

 details of any connected person 
in relation to that debtor;

 The debtor’s present sources, 
level of income, as well as 
anticipated sources and level of 
income for the next three years, 
with an outline of their financial 
plans and reasons for seeking a 
compromise.

The tax practitioner needs to inform 
SARS that the payment of tax liability 
would not enable the taxpayer 
to re-build their business. The 
taxpayer must also provide credible 
plans and strategies of how the tax 
saved would assist in re-building 
the business. The request must 
be accompanied by the evidence 
supporting the debtor’s claims for 
not being able to make payment of 
the full amount of the tax debt.

However, a taxpayer cannot 
apply for a complete write-off of tax 
debt, SARS will determine whether 
they are eligible for this level of relief.

Ultimately it is important to note 
that SARS wants to help businesses, 
but the tax practitioner acting on 
behalf of the taxpayer   must enable 
SARS to do so by providing SARS 
with the necessary information. 

instalment.
 The taxpayer submitted 

materially incorrect information. 
 The collection of debt is in 

jeopardy, or;
 The taxpayer’s financial position 

has changed.  

Compromise 
or Write-off 
of Tax Debt 
A senior SARS official may authorise 
the ‘compromise’ of a portion of tax 
debt upon request by a taxpayer 
(debtor), who must a sign request 
for such assistance, supported by a 
detailed statement setting out:

It is important to note that 
SARS wants to help businesses, 
but the tax practitioner acting 
on behalf of the taxpayer   
must SARS enable to do so 
by providing SARS with the 
necessary information.”
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T he Tax Administration Act 28 of 2011 
compels taxpayers to keep certain 
prescribed records, books of account and 
other documents that enable them to 
observe the requirements of any tax Act and 

prove to SARS that they do so.

ELECTRONIC 
RECORD KEEPING 
REQUIREMENTS

SARS 
TO 
UPDATE 
ITS 

By Rashied Small, 
Executive: Centre of 
Future Excellence (CoFE).

Section 30 allows the taxpayer to keep this 
information in electronic form as prescribed by the 
Commissioner of SARS by public notice.

With the pending release of a public notice that 
revises SARS’ requirements for electronic record keeping, 
it is an opportune time to highlight its provisions.

Full access
A central theme of the notice is that SARS does not want 
to be obstructed by being unable to access the electronic 
records it needs to carry out its duties. They must be 
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immediately available and open to inspection, whether 
they are sent to SARS or reviewed at the taxpayer’s 
premises.

In the case of an audit or investigation, the means to 
unlock and verify records must also be made available 
to SARS, including electronic signatures, login codes, 
encryption keys, passwords and digital certificates. This 
includes any procedures for using these instruments 
to gain access to the records. Forgetting a password 
or losing an encryption key, for example, is thus not an 
excuse.

Location
In today’s Cloud-based business environment, tax-related 
records can potentially be stored at and accessed from 
any location on the planet. SARS requires that electronic 
records be held inside South Africa.

A senior SARS official may authorise the retention 
of records outside the country provided specified 
requirements apart from the location are met. However, 
this will probably be applied on a case-by-case basis 
where no other option is available.

In the case of Cloud accounting software, tax 
professionals should determine if the host data centre is 
located in South Africa and advise their clients accordingly.

System documentation
If a taxpayer uses popular software for accounting and 
record-keeping purposes, they need not keep any special 
documentation or records about the system.

However, some business owners may opt for 
relatively unknown software to save on costs, for 
example, free or open-source accounting, database or 
MIS packages. 

In this case, they must provide detailed 
documentation and information that allows SARS to 
approve their record-keeping processes and operate 
their system. If such texts do not exist, the user is 
required to compile these themselves, including 
chronological records of system updates, source 
document digitization and data format changes.

The sheer volume of information to be created and 
maintained is so onerous that the related cost would 
easily offset any savings or advantages gained.

Therefore, tax professionals should urge their clients 
to settle for popular, commercially available systems with 
good documentation and support.

VAT requirements
The Value-Added Tax Act 89 of 1991, Section 55 uses 
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somewhat archaic terminology for its record-keeping 
requirements, including “microfilm” and “computer tape 
record”. However, the provisions of the draft notice 
suggest that VAT records are likewise authorised to be 
kept in modern electronic formats, as many taxpayers 
already do.

Retention periods
As a rule of thumb, records are typically not required 
to be kept for longer than five years. Of importance, 
however, is when that retention period commences.

Under normal conditions, it starts when a taxpayer 
submits their return. For one that failed to submit, the 
records must be held indefinitely or until a return is 
submitted, after which the five years commences.

Likewise, a person who enjoys an exemption or 
whose income falls under a threshold for a given tax year 
must still keep records of any income, capital gains or 
losses, or other taxable activity to prove these fell within 
allowed limits. These must be retained for five years after 
the end of the period in which they originated.

Obviously, a taxpayer who is audited for a nominated 
period may not delete related records even if the 
retention period has expired, for as long as the audit 
continues.

Data protection
Although no specific provisions appear in the notice, it 
is to be assumed that records and their media must not 
only be adequately stored, but also carefully secured and 
protected.

This includes the aforementioned access and 
encryption assets, such as logins, passwords and 
encryption keys, as well as the devices storing them.

Tax professionals are encouraged to review the full 
draft notice online to understand the changes. It is also 
advisable to revisit Section 30 of the Tax Administration 
Act and Section 55 of the VAT Act.

Lastly, they must become familiar with the 
terminology and technologies involved to ensure they 
provide a value-added service by making certain that 
clients understand their obligations. 
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DEVELOPING A 
CYBERSECURITY 
CHECKLIST 
FOR POPIA Implementation of the Protection 

of Personal Information Act 
(POPIA) commenced on 1 July 
2020 with full compliance being 
compulsory for all organisations 
by 30 June 2021.

By Ettiene 
Retief, 
Chairman of 
the National 
Tax and SARS 
Committee.

Back to top
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The POPIA was developed to respect every 
South African’s Constitutional right to privacy 
in terms of how their personal information is 
obtained, processed and protected by third-
party data collectors.

Professional accountants in practice must ensure 
they have met all the requirements of the Act and may 
assist their clients in doing the same.

POPIA Requirements
The POPIA covers a lot of ground and accountants are 
advised to review its contents for themselves.

An important aspect of the Act is the need to ensure 
collected personal information is secured against cyber-
attacks. These requirements are covered in Chapter 3, 
Condition 7 – Security safeguards.

It has several core requirements mentioned in 
summary here.

First, those responsible for the information must 
perform thorough risk management to identify and 
prevent threats.

They must protect the personal information’s integrity 
and confidentiality with proper security measures that 
are regularly reviewed and updated.

Any third-party operators who are authorised to 
access and process the information must also ensure 
such protection.

Finally, if a breach is suspected, the Regulator defined 
in the Act and anyone whose data was unlawfully 

accessed, lost or damaged must be informed of this 
incident as soon as possible.

It follows that, in the case of a cyber-attack, all 
reasonable defences must be in place, failing which 
accountability for a breach falls on the party responsible 
for the personal information, and not any third-party 
operators.

Cybersecurity Checklist
To ensure they comply with the POPIA, every practice 
should develop a cybersecurity checklist. The larger the 
firm and the more complex its services, the more detailed 
the checklist needs to be.

It is not possible to suggest a generic, one-size-fits-
all approach, although certain basic security measures 
should always be in place. However, we can consider 
some general rules that apply in all cases.

Cyber Risk Management
The first is to have a written risk management policy and 
plan dedicated to cybersecurity concerns. The documents 
should consider any and all risks that could reasonably 
materialise, recognised best practices for dealing with 
them, and specific responses to take if they occur.

Because hackers develop new and more 
sophisticated attacks every day, the strategies and tactics 
of the risk management policy and plan should be under 
constant review and updated regularly.
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Employee Onboarding 
and Retraining
Almost 70 percent of modern attacks take the form 
of phishing, which fools unsuspecting victims into 
divulging sensitive security information or unknowingly 
downloading malicious spyware. This is typically how 
hackers gain access to secure information systems.

It appears then those employees are the weakest 
link. Firms should develop comprehensive onboarding 
programmes aimed specifically at instilling into new 
hires what is expected of them in terms of cybersecurity 
practices. 

They should also be regularly retrained to remind 
them of policies and make them aware of new threats.

Regular Cybersecurity 
Audits and 
Penetration Testing
Small practices must carry out regular audits on their 
information systems and cybersecurity procedures. 
Larger organisations should add penetration testing 
to their security mix. This means they pay third party 
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specialists to find weaknesses in their IT defences, both 
physical and procedural, and advise them on how to 
effectively plug the holes.

Strict end-to-end 
Encryption Policy
Wi-Fi hotspots in airports, coffee shops, restaurants 
and other public places are often not secured with 
the same end-to-end network encryption offered by 
Internet service providers. Because computers broadcast 
information to each other, any hacker within the range 
can intercept their messages as plain text.

Firms should therefore have a strict policy against 
employees connecting to public networks and demand 
they use secure ISP-provided LTE or 5G services. Extra 
security can be achieved by creating a virtual private 
network (VPN) whenever possible as well as employing 
chat, email and other apps that independently encrypt 
transmitted data before it leaves their device.

Automated 
System Security
Even if it proves disruptive to workers, updates to their 
operating systems and anti-virus software, as well as 
software patches and application updates, should be set 
to run automatically at daily intervals. The ability to turn 
this process off should also be disabled on their machine 
where possible.

Securing Against 
POPIA Violations
Apart from the points mentioned above, firms should use 
all available means to shield their systems from a breach 
that could expose the personal information they retain.

The rule of thumb is: if a trusted security feature is 
available, make it compulsory.

By becoming cybersecurity conscious, accountants 
can avoid finding themselves on the wrong side of the 
POPIA.

It is not possible to 
suggest a generic, 
one-size-fits-all 
approach, although 
certain basic security 
measures should 
always be in place. 
However, we can 
consider some 
general rules that 
apply in all cases.”
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By Rashied Small, 
Executive: Centre of 
Future Excellence (CoFE).

CAN SEZs

HELP SAVE SOUTH 
AFRICA’S ECONOMY?

The Special Economic Zones 
(SEZs) programme is at the core 
of the South African government’s 
industrial growth strategy. This 
makes it vital to understand what 
SEZs are, what role they play in 
economic development and sus-
tainability, and, most importantly, 
if they are the best solution at all.
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Over the last few 
decades, SEZs 
have increased in 
popularity around the 
world. Management 

consulting firm, Oliver Wyman 
reports that the number of SEZs 
grew from an estimated 500 in 1995 
to some 4,300 in 130 countries 
by 2015, employing more than 60 
million workers.

In South Africa, SEZs are formally 
delimited compounds that aim to 
offer world-class infrastructure, 
streamlined approval processes, 
business-friendly concessions, 
financial incentives and other 
support mechanisms meant to 
attract foreign and domestic 
investments and technologies.

They are intended to strengthen 
the country’s export market and, 
as such, may be duty-free zones as 
well as Customs controlled areas. 
However, their underlying purpose 
is to accelerate industrialisation and 
job creation.

Further, each SEZ typically 
hosts targeted economic activities. 
For example, Atlantis SEZ in the 
Western Cape focuses on greentech 
manufacturing, while Richards Bay 
SEZ encompasses agro processing, 
metals beneficiation, marine industry 
development, renewable energy, and 
ICT and techno-park initiatives.

Thus, a major benefit of this 
programme is that it concentrates 
elements like information, resources, 
infrastructure and intellect to 
encourage faster technological 
development and enhanced 
efficiencies.

Types and 
benefits
The establishment, management 
and affairs of SEZs are regulated 
by the Special Economic Zones Act, 
2014.

The Act describes four categories 
of SEZs. These include free ports 
for duty-free offloading, storage and 

processing of imported goods; free 
trade zones for duty-free storage 
and processing of exportable goods; 
industrial development zones 
for the manufacture and processing 
of exportable goods; and sector 
development zones that focus on 
the development of export-oriented 
sectors and industries.

A major benefit for businesses 
operating in an SEZ is a reduced 
rate of 15% company tax. They may 
also qualify for a building allowance, 
an employee tax incentive, and a 
tax incentive on Greenfield and 
Brownfield projects.

In addition, rebates can be 
claimed on goods imported into the 
zone by its occupants, and by the 
SEZ operator for goods imported 
specifically for the construction and 
maintenance of infrastructure within 
the zone.

Are SEZs the 
right solution?
According to a 2015 article published 
in the Economist, governments are 
eagerly embracing SEZs as a means 
to turbocharge their industrialisation 
efforts. Economists are not so 
optimistic.

They point to the initial high 
cost of infrastructure investment 
and the sacrifice of tax revenues 
with no real assurance that an SEZ 
will thrive over the long term. In 
fact, SEZ performance is too closely 
intertwined with external economic 
forces that may play a greater role 
in their success than the SEZ model 
itself.

Another danger is that some 
SEZs succeed financially by taking 
advantage of tax breaks and 
business support features without 
delivering improvements to the 
greater economy or job creation 
figures.

Too much, 
too soon?
Although China has successfully 

utilised SEZs to make significant 
contributions to its economic 
progress, the reality is that few SEZs 
enjoy overwhelming to moderate 
success. Unfortunately, most fail.

Presently, South Africa has ten 
SEZs in seven provinces with more 
being proposed. 

The previous framework 
established in 2001 focused solely 
on IDZs. However, in 2014 the 
government adopted the latest 
model, requiring classic IDZs to 
convert to SEZs by 2016.

In effect, the current framework 
is relatively new. Hardly enough 
time has passed to establish the 
economic efficacy of SEZs, yet 
further funds are being invested 
without sufficient evidence they will 
realise any return.

Ann Bernstein of the Centre of 
Development and Enterprise (CDE) 
believes that South African SEZs 
are not that special, offering little 
more than subsidised business 
space to investors. She questions if 
they would not have invested in the 
country even in absence of SEZs.

The other 
side
Yet, despite criticism against 
its efforts, the government is 
reporting good growth from the 
new SEZ model, if only in the SEZs 
themselves.

According to Maoto Molefane, 
Chief Director: Special Economic 
Zones at the Department of Trade, 
Industry and Competition, the value 
of private investment in SEZs stands 
at R55.8 billion with the number of 
direct jobs that have been or will be 
created totalling 25,621.

So instead of combining IDZs 
and SEZs as a single failed attempt, it 
may be better to judge the latter on 
its own merits. 

And if SEZs are not fanning the 
embers of South Africa’s economy 
into a fire, perhaps more fanning is 
required. 
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GENEROUS TAX BENEFITS FOR 

SMALL 
BUSINESS 
CORPORATIONS

Many companies are adversely impacted by the coronavirus pandemic 
and have recently been physically wrecked by the unrest in some of 
the provinces. Tax legislation offers a legal leverage for companies to 
reduce their tax burden. 

By Mahomed Kamdar, Tax Specialist at SAIPA.
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A ffected companies who have experienced 
a reduction in sales volumes (a reduction 
of `gross income’ as defined in the 
Income Tax Act) to less than R20m in 
a tax-year, may commence the test 

to determine whether they qualify for the benefits 
applicable to a Small Business Corporation (SBC).

These benefits are quite generous. Qualifying 
businesses enjoy a much faster depreciation allowance 
and low tax rates. 

The SBC may deduct 100% of the cost of any plant 
or machinery used in manufacturing, or if not used in 
manufacturing, then there is a three-year deduction 
formula.

The tax rates range between 0% up to 
R87,300 of taxable income, 7% of taxable 
income above R87,300, R19,439 + 21% 
above R365,000 and R58,289 + 28% above 
R550,000. 

The South African Institute of Professional Accountants 
(SAIPA) recently held a webinar to give guidance on 
how small businesses can ensure that they reap the 
benefits offered under the SBC tax regime. It is very 
critical that all the requirements listed are met.

Mahomed Kamdar, Tax Specialist at the South 
African Institute of Professional Accountants (SAIPA), 
says the tax relief for an SBC is designed to encourage 
the proliferation of small businesses that creates 
employment.  

QUALIFYING 
CRITERIA FOR SBC
Only companies, and not individuals will qualify for the 
SBC relief. In order to qualify all the shareholders must 
be natural persons, the gross income of the company 
during the year of assessment may not exceed R20 
million, and all investment income or income from 
a personal service may not exceed 20% of all the 
revenue receipts, accruals and capital gains.

“It can be that the entity will qualify in year one, but 
not in year two and again in year three. Hence, this test 
must be conducted annually, and importantly, at the 
end of each tax year,” advises Kamdar. 

It is important to note that a company must not be 
a Personal Service Provider (PSP) and all investment 
income or income from a personal service may not 
exceed 20% of all the revenue receipts, accruals, and 
capital gains.

It is important to note 
that a company must 
not be a Personal 
Service Provider (PSP) 
and all investment 
income or income from 
a personal service 
may not exceed 20% 
of all the revenue 
receipts, accruals, and 
capital gains.”
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UNDERLYING 
PHILOSOPHY
It is critical to understand the underlying philosophy 
of SBC – it is designed is to provide tax relief which 
improves the liquidity and cash flow of business.

The South African Revenue Service (SARS) has “taken 
offence” to the creation of PSPs during the 80’s and 90’s. 
What essentially happened was that employees resigned 
from their employment, establish a company or a trust 
and offered their services back to the employer.

This was done mainly to obtain a tax saving. However, 
SARS amended the legislation so that if someone 
qualifies as a PSP the company receiving services from 
the person will have to deduct Pay-As-You-Earn at a rate 
of 28% and pay it to SARS. On top of that, the deduction 
of business expenses is limited.

EXPANDED 
DEFINITION
Kamdar says over the years the definition of a PSP has 
been expanded. If the person rendering the service to 
the client would have been regarded as an employee if 
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the service was rendered directly to the client and not 
though the company or the trust, he will be deemed a 
PSP.

SARS will also consider the person to be a PSP if the 
services are performed mainly at the client’s premises, 
and the person is working under the supervision of the 
client. If more than 80% of the income of the company 
during the year of assessment comes from one client, the 
person qualifies as a PSP.

ESCAPE 
THE NET
But, says Kamdar, there are ways to escape the PSP 
net and the `personal service’ definition for SBCs. The 
company can employ three or more people on a full-time 
basis, for the complete year of assessment, and they 
must be directly involved in the business activities. The 
employees may not be connected to the company or the 
owner.

When the company ticks all the boxes, it will be able 
to qualify for the generous SBC benefits and  

further accelerate their recovery from the crisis facing 
the country because of improved cash position. 
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In taxation, small, medium and 
micro-enterprises (SMMEs) are 
often referred to as the “unseen 
sector” ― they are present but 
are not visible contributors.
As per the South African Revenue 

Service (SARS) 2018 Tax Statistics 
report (published December 
2018), as at 30 June 2018, 768 687 
companies (714 422 as at 30 June 
2017) were assessed for tax of which 
143 768 companies (129 867 as at 
30 June 2017) were SMMEs that paid 
tax at the preferential graduated 
income tax rate, instead of the fixed 
corporate tax rate of 28%. 

At the time, this was encouraging 

By Tumelo Letlojane, 
BAP(SA), TAX 
Practitioner, CEO 
at Tumelo L and 
Associates.

SMALL BUSINESSES 

INCREASE COMPLIANCE, 

NOT TAXES
Small businesses employ 55% to 60% of South Africa’s 
workforce and contribute about 34% of GDP. However, it has 
become evident that knowledge regarding tax compliance does 
not reach small business owners, therefore denying them the 
opportunity to contribute to building the country’s economy.

since it showed an increasing 
number of small businesses making 
use of the preferential tax regime 
available to them, rather than 
avoiding tax.

Furthermore, Chapter 3 of 
SARS’ 2020 Tax Statistics report 
(published 31 December 2020), 
regarding corporate income tax 
(CIT), revealed that of the 780 480 
companies assessed for the 2018 
tax year (as at 31 July 2020), 25.2% 
had positive taxable income, 46.6% 
had taxable income equal to zero, 
and the remaining 28.2% reported 
an assessed loss.

Despite tax compliance 
improvements, tax education of 
SMMEs seems to be a challenge. 
They often lack the resources 
or skills to make credible tax 
submissions to ensure compliance 
― this lack of resources can also 
make it difficult for the SMMEs to 
pay credible tax practitioners. 

The result thus being incorrect 
assessments and debt that could 
have been avoided had there  
been proper and adequate 
resources.

Added to, and because of, 
their lack of knowledge and 
resources, SMMEs are made to 
pay administrative non-compliance 
penalties, which further negatively 
impacts SMMEs. 

It is thus crucial that government 
continue to support and introduce 
tax incentives to bolster SMMEs  
and reduce their tax administration 
and payment burden and allow 
them to operate freely in a regulated 
sector (which, to this day, is regarded 
and referred to as the informal 
sector).

Although government has any 
number of programmes, funds, 
interventions and incentives to assist 
businesses and sectors (especially in 
these challenging economic times), 
we still lack a strategic approach 
and intervention to educate SMMEs 
on the importance of being tax 
compliant and the benefits of proper 
tax planning.

It is time for government to 
realise that there is really no need 
to tax businesses to death when it 
can use knowledge and education to 
ensure compliance. 

https://www.sars.gov.za/wp-content/uploads/Docs/TaxStats/2018/Tax-Statistics-2018.pdf
https://www.sars.gov.za/wp-content/uploads/Docs/TaxStats/2020/Tax-Statistics-2020.pdf
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CONNECTED 
PERSONS 
& TRUSTS
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By Mahomed Kamdar, 
Tax Specialist at SAIPA.

In tax – as in business and life 
– connection matters. In South 
Africa, transactions between 
“connected persons” imply a 

non-arm’s-length commercial 
relationship, which is the 

cornerstone for the application 
of anti-avoidance legislation.1

1. Inserted and adapted from: https://www.saica.co.za/integritax/2011/1974._Connected_persons.htm 

https://www.saica.co.za/integritax/2011/1974._Connected_persons.htm
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In this article, we interrogate the meaning of 
connected persons in relation to a trust. We also 
apply the concept of connected persons to practical 
situations to determine whether entities are eligible 
to obtain tax relief as a Small Business Corporation 

(SBC) in terms of section E of the Income Tax Act (ITA) 58 
of 1962. 

What is a connected person?
Section 1 of the ITA defines a connected person in 
relation to different types of “person”, namely:

 Natural persons [paragraph (a)]; 
 Trusts [paragraph (b)]; and
 Connected persons in relation to a trust [paragraph 

(bA)].

Natural persons
All human beings are natural persons whose legal 
personality begin at birth. A relative of a natural person is 
a connected person in relation to that person. Relatives 
include:

 A person’s spouse;
 Anybody related to that person within the third 

degree of consanguinity;
 Anybody related to that person’s spouse within the 

third degree of consanguinity; and 
 The spouse of anybody related within the third 

degree of consanguinity to that person or to that 
person’s spouse.

Consanguinity (n): The fact of being 
descended from the same ancestor, a 
relationship by blood. For tax purposes, 
relatives are children (including 
adopted children), grandchildren, great-
grandchildren, parents, grandparents, great-
grandparents, brothers and sisters (adopted, 
step- and half-), nephews and nieces, and 
uncles and aunts (but not cousins). 

A natural person and that person’s spouse cease to be 
relatives in relation to each other on termination of their 
marriage or upon a spouse’s death.

Trusts
A trust is a connected person in relation to a natural 
person if the natural person, or a relative of the natural 
person, is a beneficiary of the trust (other than the 
portfolio of a collective investment scheme). A beneficiary 
in relation to a trust means a person who has a vested or 
contingent interest in all or a portion of the receipts or 
accruals or the assets of that trust. 

Illustrative example 1
BACKGROUND INFORMATION
Lucinda is the spouse of Newton and she is a beneficiary 
of her Smith Family Trust.
QUESTION
Is the Smith Family Trust a connected person in relation 
to Newton under paragraph (a)(ii)? 
ANSWER
The Smith Family Trust is a connected person in relation 
to Newton under paragraph (a)(ii) because Lucinda 
is a relative (as defined by the ITA) of Newton and a 
beneficiary of the Smith Family Trust.
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Illustrative example 2
BACKGROUND INFORMATION
Lucinda and Newton are married.
Richard and Mavis are parents of Lucinda (beneficiary of 
the Smith Family Trust).
Paul and Grace are parents of Newton. 
QUESTION
Are the parents-in-law connected? That is, are Richard 

and Mavis (Lucinda’s parents) connected to Paul and 
Grace (Newton’s parents)?
ANSWER 
The parents-in-law are not connected persons (Richard 
and Mavis in relation to Paul and Grace) under paragraph 
(a)(i). Since they are not related within the third degree of 
consanguinity they are not relatives as defined by the ITA.

Married
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Family
Trust

beneficiary

Lucinda’s parents
Richard and Mavis

Newton’s parents 
Paul and Grace

????

Connected persons in 
relation to a trust 
A person who is a connected person in relation to the 
beneficiary of a trust is also a connected person in 
relation to the trust. 

In other words, all connected persons in relation to a 
trust are connected persons in relation to one another.

The beneficiary of a trust and a company in which the 
trust holds at least 20% of the equity shares or voting rights 
are connected persons in relation to each other, since they 
are both connected persons in relation to the trust

Illustrative example 3
BACKGROUND INFORMATION
Schoeman’s Trust holds all the equity shares and voting 
rights in Company A (Pty) Ltd. 
Company B (a CC) is a discretionary beneficiary of 
Schoeman’s Trust. 
QUESTION
Are Company A and Company B connected persons in 
relation to each other under paragraph (bA)? 
ANSWER 
Company A is a connected person in relation to 

Schoeman’s Trust under paragraph (d)(iv) and paragraph 
(e) because Schoeman’s Trust holds 100% of the equity 
shares and voting rights in Company A. 

Company B (the CC) is a connected person in relation 
to Schoeman’s Trust under paragraph (b)(i) because it is 
a beneficiary of Schoeman’s Trust. Hence Company A is 
connected to Company B.

Trust
Company

B

???

Company 
A

beneficiary

*Blue arrows indicate shares owned
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Illustrative example 4
BACKGROUND INFORMATION
Company A is owned by a trust (a trading trust) and 
Person A is the beneficiary of the trust.

Company B is a separate company altogether, but 
Person A (beneficiary of the trust) is also a shareholder of 
Company B. 

The two companies are not “financially connected” 
except that a beneficiary of the trust is also a shareholder 
of Company B.
QUESTIONS
Are the two companies (A & B) and the trust connected 
parties?

Will Company B be eligible for the tax relief awarded 
to SBCs as defined in section 12E of the ITA?
ANSWER
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When SARS views connected parties and the consequent 
tax implications, they take cognisance of blood 
relationships (consanguinity) in relationship to persons.

Whilst it is given that Company B and Company A are 
not financially connected, it is noted that the shareholder 
of Company B is a beneficiary of the trust that owns more 
than 20% of the shares in Company A.

With reference to companies, SARS views authority and 
influence over entities and not financial connectedness.
1. All participants in this arrangement are thus 

connected to the trust and Company A is connected 
to Company B. 

2. As a result, Company B cannot access the SBC tax 
relief. 

*Blue arrows indicate shares owned

Trust
Individual

??? Company 
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Company 
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LT
H OF SMALL BUSINESSES REMAINS 

CRITICAL FOR SURVIVAL

The health of any business can be measured by its 
tax pulse. Even the slightest hint of irregularities 
raises concerns about the heart of the business.

By Rashied Small, 
Executive: Centre of 
Future Excellence (CoFE).
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It remains critical to ensure that there is sufficient 
planning, monitoring and execution to achieve tax 
compliance. The management of risk, for most 
businesses, means the balance between tax morality 
and business sustainability.  
This dilemma has been exacerbated by the level of 

mismanagement of government funds, or in the public’s 
view of “taxpayer’s money”.  Furthermore, delays in the 
payment of refunds by the South African Revenue Service 
(SARS) continues to frustrate taxpayers. 

The Office of the Tax Ombud has identified delays in 
refunds to taxpayers as a systemic problem and recently 
assisted with the payment of a R3 million refund. It 
found that SARS had deliberately delayed the process by 
requesting the same documents that has already been 
submitted for the verification process. 

The Dual Role of 
Businesses 
Nonetheless, it is incumbent on the business (taxpayer) 
to comply will all its tax responsibilities in terms of the 
Income Tax Act. Businesses play a dual role, firstly to 
comply with the payment of business taxes such as 
provisional and corporate taxes, and secondly by acting 
as the collecting agents for SARS in respect of VAT, Pay-
As-You-Earn (PAYE) and other withholding taxes. 

Trade restrictions since the start of the pandemic 
have had a major impact on the management of cash 
flows in all businesses, with the blow having been more 
severe in the case of smaller businesses who do not have 
substantial cash reserves.

This poses a major risk to compliance with regards 
to SARS’ collection of VAT and PAYE from these small 
businesses, many of whom feel they are between a “rock 
and a hard place”. 

They are forced to weigh up compliance in terms of 
their VAT and PAYE obligations, against using the cash to 
finance their operating costs in order to keep their doors 
open.

Further, the continuance and success of the business 
also fund the livelihoods and lifestyles of the business 
owners and their employees.  The use of “available 
cash” often becomes a business decision rather than a 
compliance decision. This behaviour is driven by the lack 
of access to financing, which remains a constant and 
major challenge for SMEs.

A survey by Transunion, a credit bureau which 
collects consumer and business data, in which 10,000 
SMEs participated, showed that half considers the 
lack of access to funding as their single biggest barrier 
to growth. At the height of the pandemic last year 
Transunion data showed that one in three (32%) small 
businesses had cash reserves for less than three months.  

The Role of Tax 
Professionals 
Although tax professionals are not agents or employees 
of SARS, they must act responsibly and ethically when 
rendering tax services. 

The true test for professionals is to ask what the 
“reasonable practitioner” will do in circumstances where 
their clients appear to be non-compliant. It is critical that 
the tax professional applies professional skepticism and 
judgement when gathering information from taxpayers.

Ultimately, tax professional may be held liable for 
providing inaccurate information and our advice for them is 
thus to follow due process and to diligently maintain their 
working papers.

The Root Causes 
Generally, risk management is all about addressing the root 
causes, rather than remedying the consequences, which 
only provides temporary relief. The starting point is to insure 
all the facts have been interrogated and all the necessary 
disclosures have been made.

Tax risk management can only be achieved if it is 
coupled with appropriate cash flow management strategies. 
When cash flow dries up, many small businesses trip up 
and struggle to find the balance in terms of operational 
decisions, versus tax compliance.

It is therefore imperative that tax professionals assist 
businesses in keeping their finger on the tax pulse, by 
remaining competent in tax legislation; assisting the client 
to gain maximum benefits from tax legislations and assisting 
their clients in identifying and managing their tax risks. 

The true test for 
professionals 
is to ask what 
the “reasonable 
practitioner” will do in 
circumstances where 
their clients appear to 
be non-compliant.” 
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Professional Accountant (SA) is not 
just a professional designation. 

IT’S A SEAL OF TRUST.

SAIPA members aim to 
provide the highest level 
of expertise and service 

to clients and are bound by 
the Institute’s Professional 

Conduct Standards and Ethical 
Pledge. They also act as trusted 
business advisors, assisting and 

driving businesses to not only 
survive but thrive.
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