The South African Revenue Service’s (SARS) action of incorrectly invalidating
objections is one of the issues raised and addressed in the Tax Ombud’s Systemic
Investigation Report (2020), which concluded that there was a 31% error rate where
objections were incorrectly invalidated for various reasons. The case below illustrates
another instance of SARS incorrectly invalidating an objection.

SUMMARY OF COMPLAINT
The complaint concerns SARS incorrectly invalidating an objection lodged against the
2023 additional income tax assessment.

BACKGROUND OF THE COMPLAINT

The taxpayer filed an objection on 29 August 2023 against an assessment issued by
SARS for the 2023 tax year. The objection concerned a dispute against SARS for not
allowing an exemption of income relating to services that the taxpayer rendered outside
of the Republic of South Africa in terms of section 10(1)(0)(ii) of the Income Tax Act,
58 of 1962 (The Act).

When filing the objection, the taxpayer also submitted substantiating documents
for the exemption claim. SARS requested additional supporting documents on
1 September 2023, which the taxpayer provided on 15 September 2023.
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SARS proceeded to invalidate the objection on 2 October 2023 without considering the
taxpayer’s supporting documents. This action by SARS is not provided for in the dispute
resolution rules, which state that SARS can invalidate an objection where, for instance,
the taxpayer did not complete the objection form in full. SARS is not allowed to invalidate
an objection because it disagrees with the taxpayer’s grounds of dispute. Where SARS
requests further substantiating documents, as in this case, it must make a decision to
allow, disallow or partially allow the objection based on the information submitted by the
taxpayer.

SARS gave the taxpayer the following reasons for rejecting the taxpayer’s objection:

* “In order to qualify for the exemption in terms of section 10(1)(0) of the Act,
the taxpayer must be outside the RSA for a period exceeding 183 full days in aggregate
during any 12-month period and for a continuous period exceeding 60 full days during
such period of 12 months.”

« SARS further indicated: “A new Notice of Objection may be submitted within
20 business days from the date of this letter.”

These reasons indicate that SARS had considered the grounds of the objection
and, thereby, the dispute’s merits. It is thus evident that the reasons SARS gave for
invalidation of the objection fall outside the dispute resolution rules.

In taking the incorrect step, SARS effectively stopped the taxpayer from lodging an
appeal against the decision. Informing the taxpayer that they could lodge an amended
notice of objection is also an incorrect step that would simply lead to a duplication
of work by both the taxpayer and SARS officials, and result in delays in resolving the
dispute.

In this instance, the treatment of the objection by SARS negatively impacted the
taxpayer’s rights and entitlements to receive timely service, dispute an assessment
and obtain finality.

RECOMMENDATION

The taxpayer lodged a complaint with the OTO on 9 October 2023. The OTO
accepted the complaint on 12 October 2023 and recommended that SARS withdraw
the invalidation of the objection issued to the taxpayer and take a decision on the
objection that was lodged.
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RESOLUTION

SARS implemented the OTO’s recommendation by considering the incorrectly invalidated
objection, allowing the dispute on 30 October 2023, and issuing a reduced assessment
on 3 November 2023, reducing the taxpayer’s tax liability by more than R500 000.00.

LESSON LEARNT

Taxpayers can only appeal once a decision is made by SARS to disallow or partially allow
an objection. When SARS incorrectly invalidates objections, the taxpayer could follow the
complaint process to avoid being led down unnecessary and incorrect procedural steps.
At the same time, the taxpayer could challenge the decision to invalidate the objection in
the tax court (bearing in mind the time constraints mentioned earlier).

TAXPAYER RIGHTS

The Compilation of Taxpayers’ Rights, Entitlements and

Obligations provides taxpayers with insights into what is legal

and not regarding how SARS collects taxes. The Compilation

addresses different types of rights to which taxpayers are

entitled, which include: oo
entitlement to receive quality and timely service from SARS Ecr?t?;ﬁégﬁg of Japayers’ Rigp
not having to pay any more than the correct amount of tax '9ations™"%
due to SARS
entitlement to finality

the right to dispute/challenge assessments/decisions.

Learn more

STAY INFORMED:

Subscribe to our bi-monthly newsletters to .

learn more about the OTO and how we can Subscribe now
help you.

Follow the OTO on the following social media channels and be part of an important dialogue in the country on tax matters:

Office of the

TaxOmbudSA @TaxOmbudSA X @TaxOmbud Tax Ombud

Notice: Thisnewsletterispublishedbi-monthly.Pleasesendyourfeedbackonthenewsletterandthetypesofcasesfeaturedto
Media@taxombud.gov.za or Communications@taxombud.gov.za.

Copyright Notice And Disclaimer: The information provided in this document is protected by applicable intellectual
property laws and may not be copied, distributed or modified for any purpose without the explicit consent of the Tax
Ombud. The information was correct at the time of publication but may have subsequently changed. This newsletter
is for information purposes only and cannot be considered to be a legal reference. The use of this information by any
person shall be entirely at that person’s discretion. The Office of the Tax Ombud does not expressly or by implication
represent, recommend or propose that services referred to in this document are appropriate to the needs of any
particular person. The Tax Ombud does not accept any liability due to any loss, damages, costs and expenses, which
may be sustained or incurred directly or indirectly as a result of any error or omission contained in this newsletter. The
information does not supersede any legislation and readers who are in doubt regarding any aspect of the information
displayed in the newsletter should refer to the relevant legislation, or seek a formal opinion from a suitably qualified
individual.
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