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ENSafrica tax in brief

Below, please find issue 72 of ENSafrica’s tax in brief, a snapshot of the latest tax
developments in South Africa.

= [

e Supreme Court of Appeal | Mukuru Africa (Pty) Ltd v Commissioner for the South
African Revenue Service (Case no 520/2020) [2021] ZASCA 116
o On 20 February 2017, the appellant applied to the South African Revenue
Service (“SARS”) for a ruling under section 41B of the VAT Act, No. 89 of 1991
(“VAT Act”) wherein it requested approval for the use of a transaction count
method to apportion its mixed-purpose expenditure for the tax periods
commencing 1 February 2014. SARS approved the transaction count method
for use by the vendor but only for the period commencing 1 March 2016.
o lIssue:
= The primary issue in the appeal was whether SARS (as it contended
and the Tax Court held) was precluded from granting approval for use
of the transaction count ratio by vendor in respect of the period 1
March 2014 to 29 February 2016.
= Section 17(1) of the VAT Act provides that the extent to which a
vendor may deduct tax payable on goods or services acquired partly
for the purpose of making taxable supplies and partly for some other
purpose is determined by means of a ratio determined by SARS in
terms of a ruling contemplated in Chapter 7 of the Tax Administration
Act, 2011 (that is, a binding general ruling) or section 41B (that is, a
VAT class ruling or a VAT ruling).
= The standard turnover-based method set out in Binding General
Ruling 16 (“BGR 16”) is the only ratio available to a vendor until SARS
has issued to them a VAT ruling.
= Proviso (iii) to section 17(1) of the VAT Act states that an
apportionment method approved by SARS must relate to a time in
the future or, if it is to be retrospective, for a period not exceeding
the income tax year during which the application is made for a
change in the apportionment method.
= The vendor argued that given the nature of its business, it was not
“fair and reasonable” for it to use the method as per BGR 16 and that
on this basis BGR 16 was not applicable to it.
o SARS argued that the only approved method that may be used to apportion
VAT incurred for mixed purposes without specific prior written approval from




the Commissioner is the turnover-based method. This method applies by
default in the absence of a specific ruling obtained by the vendor to use
another method. The ratio in BGR 16 thus applies to all vendors to whom
section 17 of the VAT Act finds application and had not applied for and been
granted an alternative ruling by the Commissioner. The vendor fell within
that category until such time as the Commissioner granted approval for use
of the transaction count method.

]
o The Supreme Court of Appeal held that:
= The items under the section headed “Conditions” in BGR 16 are
manifestly not conditions in the true sense. The “Conditions” do not
relate to the ratio referred to in section 17, but rather to the
requirement to apply to SARS for an alternative ruling in the event
that the standard turnover-based method operates unfairly and
unreasonably or is inappropriate.
= [tis not open to avendor to simply ignore SARS’ ruling or to
unilaterally apply its own method of apportionment. In terms of BGR
16, if the method prescribed is not fair and reasonable or
appropriate, the vendor must apply to SARS for a fair, reasonable and
appropriate ruling. In casu, the vendor was not permitted to
unilaterally assume its own apportionment method; one not
sanctioned by SARS.
= The Tax Court was correct in its conclusion and the appeal was
dismissed with costs.
o find a copy of the judgment here.

SARS publications

e Enhancements to e-Filing payment arrangement process | Function to request
Deferral Payment Arrangements

o enhancements have been made to e-Filing to enable taxpayers to request
Deferral Payment Arrangements. This functionality will allow taxpayers to
make a payment arrangement requests without the need to visit a SARS
branch office or contact the SARS Contact Centre.

o The e-Filing payment arrangement request functionality will be limited to:
personal income tax, corporate income tax, dividends withholding tax, VAT,
PAYE/UIF/SDL and admin penalties.

o find the Guide on Deferral of Payment Arrangements here

e PAYE | Launch of Employer Interim Reconciliation 2021

o The Employer Interim Reconciliation Declaration (EMP501) submission
period opened Monday, 13 September 2021, and closes on 31 October
2021.

o The latest version SARS’ e@syFile™ Employer has been available from
Monday, 13 September 2021. Employers with fewer than 50 employees can


http://www.saflii.org/za/cases/ZASCA/2021/116.html
https://www.sars.gov.za/wp-content/uploads/GEN-DC-20-G03-Deferral-of-Payment-Arrangements-on-eFiling-External-Guide.pdf

use either SARS eFiling or e@syFile™ Employer to submit their reconciliation
documents.

o e@syFile™ Employer’s enhancements include allowing up to five Tax
Directives with additional fields required from 2022 Tax Year, import and
pre-submission validation upgrades, enhancements to EMP501 process,
updated HTMLS5 forms: EMP201, EMP501 and IRP5/IT3a.

o for more information see the SARS PAYE webpage here

e PAYE | Updated e@syFile™ Employer version 7.1.6

o anew version of e@syFile was released. The changes include:

* introducing source code and validation changes for the 2022 Tax Year
as detailed in the SARS PAYE BRS V 20

» adjustment to Directives table on IRP5 manual capture screen to
include new required fields as detailed in the SARS PAYE BRS

* introducing new functionality for the merging of duplicate employee
records and reassigning certificates between employee records

* introducing a new option on the EMP501 Declaration page where
users can request re-instatement of ETI in cases where an incorrect,
future dated submission without ETI was submitted

* introducing new functionality when users select a future-dated Period
of Reconciliation. A request for deregistration of the PAYE number
will be included in the submission, including a reason and date of
deregistration

= enhancements and updated response messages to the current
processes for EMP201 and EMP501 submissions in cases where
Estimated Assessments were raised for specific periods

= correction to the Full Resubmission process to include all certificates
for the selected reconciliation period.

o find more information on the above here.

o find a copy of the e@syFile Release Notes here.

e Trusts | Update on Trusts 2021 Filing Season

o SARS has implemented form and system changes to the Income Tax Return
for Trusts (ITR12T), the Notice of Assessment for Trusts (ITA34T), letters and
guides.

o certain source code descriptions will also be updated
find the Step by step guide to complete your ITR12T via eFiling here and the
Comprehensive Guide to the Income Tax return for Trusts here

e Personal Income Tax | Updated Admin Penalties

o SARS has indicated that a once-off penalty will be imposed for late
submission of Personal Income Tax returns for taxpayers who responded to
the auto assessment after SARS has issued an original assessment based on
estimate.

o find the Guide on How to dispute administrative penalties on eFiling here

e Corporate Income Tax Return | Enhancements

o the enhancements include updates to the forms and notices for companies,
an update on the understatement penalty, changes to sunset dates for
corporate tax incentives and updates to the ITA34C


https://www.sars.gov.za/types-of-tax/pay-as-you-earn/interim-reconciliation-changes-2021/
https://www.sars.gov.za/wp-content/uploads/Docs/PAYE/Release-Notes-V7.1.6.pdf
https://www.sars.gov.za/wp-content/uploads/Docs/PAYE/Release-Notes-V7.1.4.pdf
https://www.sars.gov.za/wp-content/uploads/Ops/Guides/IT-AE-37-G02-Step-by-Step-Guide-to-complete-your-Trust-return-via-eFiling-External-Guide.pdf
https://www.sars.gov.za/wp-content/uploads/Ops/Guides/IT-AE-36-G02-Comprehensive-Guide-to-the-Income-Tax-return-for-Trusts-External-Guide.pdf
https://www.sars.gov.za/wp-content/uploads/Ops/Guides/GEN-PEN-05-G01-How-to-Dispute-Administrative-Penalties-via-eFiling-External-Guide.pdf

(¢]

find the Guide on How to complete the company income tax return ITR14
eFiling here and the Guide on How to complete the income tax return (ITR14)

for companies here.

e SARS published the latest VAT Connect Newsletter

(¢]

find a copy of the newsletter here.

e SARS has updated the following guides:

(¢]

(¢]

(¢]

o O O

(o]

find the Guide on How to eFile your Personal Income Tax Return here
find the Comprehensive Guide to the ITR12 Return for Individuals here
find the Guide to the Individual ITR12 Return for Deceased and Insolvent
Estates here

find the Guide on Venture Capital Companies here

find the Guide for Provisional Tax here

find the Book an Appointment with a SARS Branch Guide here

find the Declaration of Dividends Tax via eFiling Guide here

e SARS has released the Guide to SARS Mobile Tax Services

(o]

find a copy here

international

o tax administrations continue to accelerate their digital transformation

(o]

O

tax administrations are investing significant resources in the development of
e-services and digital solutions and are embracing opportunities for fast
tracking digital transformation to improve their services, reduce burdens,
and improve tax compliance, according to a new OECD report

the report sets out key performance indicators for 59 tax administrations
from the OECD and other advanced and emerging economies which together
collect EUR12.3-trillion of revenue annually

find the latest version of the “Tax Administration 2021” here.
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