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SARS poised to penalise employers


(Original article written by Sanchia Temkin entitled “SARS set to penalize thousands of employers” was published on 26 June 2009 in “Business Day”  Sanchia can be contacted at � HYPERLINK "mailto:temkins@bdfm.co.za" ��temkins@bdfm.co.za� )





The South African Revenue Service (SARS) will penalize about 7000 companies for outstanding employee’s taxes (or PAYE) amounting to R800m and for failure to submit their payroll information by this year’s deadline of 31 May. With the economy in recession, SARS is finding it difficult to collect all the revenue iot had forecast for this year, and is therefore taking a tougher line with taxpayers who owe outstanding sums. “SARS will take steps to prevent abuse and leakage of the tax system” SARS spokesman Adrian Lackay said yesterday. Employers who had failed this year’s deadline would face penalties of up to 10% of their yearly payroll tax deductions. Efforts were also underway to serve summonses on about 4000 employers who had failed to pay over to SARS some of the PAYE taxes which they had deducted from employee’ salaries. Lackay said that the number of non-compliant employers at this stage could be as high as 65000 and included public and private institutions, state-owned enterprises, academic institutions and political parties. Finance Minister Pravin Gordhan told MPs in briefing Parliament’s finance committee this week, it was “highly unlikely” the budget revenue target of R659bn would be met. Tax revenue collected so far this year was already R10bn below the estimated sum. Lackay said this was the first time SARS was taking a “forceful and strict” approach against employers.  All employers were required to submit their annual reconciled accounts and payments made to SARS for taxes deducted from the salaries of their employees. By 31 May a broad spectrum of more than 193000 companies had submitted their payroll information. This represented an increase of 105 from last year and contained the income information of about 12million workers. Ernest Mazansky, head of Werksmans Tax, said SARS was “perfectly within their legal rights to impose the penalties” In an attempt to meet and beat the March target of each year, SARS had employed legitimate methods for accelerating collections that in the normal course would have come in the next fiscal year, Mazansky said. Some collections of tax that would have come in April or last month were deliberately collected in March, and while that made the March figures look better, its effect was to reduce what would normally have been collected in the 2010 fiscal year. Charles de Wet, a tax director at PricewaterhouseCoopers, said while SARS had the ability to impose penalties, it should be careful they were not too punitive particularly where there was no fraud involved. Business might very well have a valid reason for an administrative delay and SARS ought to be reasonable in its approach, particularly having regard to the market turmoil, De Wet said.
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Graeme Fraser BA LLB LLM HDip Tax 


Graeme has worked as a practicing attorney for Deneys Reitz and Hofmeyrvan der Merwe as well as for his 


own account and also as in-house legal adviser at Santambank, Finansbank and Nedbank. He worked as 


executive director of Corporate Lawyers Association of South Africa and was further involved in corporate 


ventures, from sports and events promotions - conceiving, co-ordinating and completing the Nashua Millennium 


Big 5 Challenge to diamond mining in Angola. Conference and workshops run by Graeme include: Managing


an in-house Legal Practice, Drafting of Contracts for non-legal Managers, Advanced Contact Drafting, Corporate 


Governance issues, Capital Gains Tax, Foreign Exchange Amnesty, Black Economic Empowerment, promotion of Access 


to Information Act, the art of negotiation, the Immigration Act, Service Level Agreements, Property Management, 


Developing a successful Sales Team, Legal Writing, and The Companies Act in Review. Graeme has presented legal 


drafting courses to students in the Practical Legal Training School run under the auspices of the Law Society of 


South Africa and addressed audiences throughout South Africa and into Mbabane, Maputo, Nairobi, Windhoek, 


Lilongwe and Gaberone. For two years Graeme has been writing for the newspaper “Agri”, which focuses on legal 


issues faced by the farming community of South Africa. Graeme is a member of Companies Act Online trading as Camel Rock Trading 16 CC and has launched two newsletters “Legalwriting” and “Companies Act Online”. 








Veldra Morris


Vel is studying Law at UNISA, is a member of Companies Act Online trading as “Camel Rock Trading 16 CC” and creates all  


the Intellectual Property for Companies Act Online. After reading the DTI’s Memorandum in 2004 and the subsequent Draft Bill of 2007 through to it’s present status (2008) in the public domain, Vel feels huge questions should be raised as to how South African companies from the Apartheid era (especially close corporations) will adjust to a new Africanised Companies Act including other interesting Sections such as Articles of Association, Memorandum of Incorporation, Shareholder’s Agreements and Business Rescue Plans. 
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