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Summary

In 2014, the South African Revenue Service (SARS) was regarded as world-class, a status confirmed
by the International Monetary Fund through its assessment using the Tax Administration Diagnostic
Assessment Tool (TADAT).! However, this changed rapidly because of state capture?® across various
institutions in South Africa, including SARS. SARS was deliberately and systematically weakened,
primarily through the dismantling of its institutional capacity. For example, highly effective units that
focused, among other things, on combating the illicit economy were disbanded. This decline was
further exacerbated by strategic appointments, such as that of then-Commissioner Mr Tom Moyane,
whose reckless leadership caused significant damage to the organisation. Additional contributing
factors included the dismissal of key personnel and a pervasive culture of fear and intimidation.?

The extent of the state capture at SARS was revealed by both the 2018 Commission of Inquiry into
Tax Administration and Governance (the Nugent Commission) and the 2022 Judicial Commission of
Inquiry into State Capture (the Zondo Commission). Both commissions provided detailed findings
and issued recommendations. The Nugent Commission recommended, among other things, the re-
establishment of the disbanded enforcement units, the strengthening of SARS’ information technology
capabilities, the recruitment of and reparation for former employees, the introduction of a transparent
process for appointing the SARS Commissioner, and the establishment of an independent Inspector-
General to oversee governance at SARS.* Additionally, the Zondo Commission recommended that the
National Prosecuting Authority conduct investigations based on the evidence contained in the State
Capture Report.’

How should SARS address the dire state of affairs and work towards restoring trust with taxpayers?
Given the significant public funds spent on the commissions of inquiry, namely R8.8 million for the
Nugent Commission and R830 million for the Zondo Commission,® it is crucial that their
recommendations are implemented effectively to rebuild and maintain trust. In this respect, several of
the recommendations have already been implemented. These include the re-establishment of the
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Large Business and International Office,’ the creation of a dedicated unit to address syndicated tax
evasion,® and providing of reparations to former employees. These reparations have taken various
forms, including reinstatement to previous positions, support for postgraduate studies, and the
payment of legal and medical expenses.” SARS has expanded its information technology capabilities
by amongst other things introducing auto-assessments.'° Lastly, the appointment of a new SARS
Commissioner took place through a transparent process.'!

However, implementing these recommendations is not enough, as recent surveys have revealed that
taxpayers' trust in SARS has not significantly improved.'? Interestingly, one of these surveys reveal
that the mistrust stems from governments corruption.'* Consequently, restoring trust in SARS will
require the eradication of corruption across all spheres of government. This is necessary because
taxpayers do not generally distinguish between SARS, as the state organ responsible for tax
collection, and other government departments or entities that have misappropriated public funds
instead of using them to advance the socio-economic objectives of the people of South Africa.

Nonetheless, this does not mean that SARS is powerless when it comes to regaining and maintaining
taxpayers’ trust. In my presentation, I will elaborate on four key areas that SARS should prioritise.
First, it must consistently comply with its legal obligations, including those outlined in the SARS
Service Charter. Second, its collection actions should be sensitive to the financial vulnerability of
taxpayers, ensuring that enforcement does not push individuals into dependency on social grants.
Third, SARS should adopt focused and innovative information-gathering mechanisms, such as
conducting lifestyle audits on politicians and introducing meaningful incentives for tax
whistleblowers. Lastly, as SARS continues to advance its information technology systems, it must
ensure that taxpayer rights remain central to all developments.

SARS ‘Large Business and International’ (15 August 2024) available at <Large Business and International

(LBI) | South African Revenue Service>.

8 National Treasury ‘Budget Review 2019’ (20 February 2019) 37.

Van de Merwe ‘SARS gives apology, reparations to current staff who endured “devastating” state capture

impact’ (12 November 2022) News24 available at < SARS gives apology. reparations to current staff who

endured 'devastating' state capture impact | Business>.

10 Khaki ‘SARS... at your service?’ (19 February 2024) SAICA available at <SARS ... at your service? |
SAICA>.

" Ismael and Richards ‘State Capture and Serious Organised Crime in South Africa - A Case Study of the South

African Revenue Service (2001-21)’ (2023) Serious Organised Crime and Anti-Corruption Evidence Research

Paper 34.

PricwaterhouseCoopers ‘Taxing Times Survey 2024’ (2024) available at <taxing-times-survey-2024.pdf>;

Organisation Undoing Tax Abuse ‘Taxpayers mistrust SARS because of government corruption’ (n.d)

available at < Taxpayers mistrust SARS because of government corruption>,

Organisation Undoing Tax Abuse ‘Taxpayers mistrust SARS because of government corruption’ (n.d)

available at < Taxpayers mistrust SARS because of government corruption>.



https://www.sars.gov.za/businesses-and-employers/large-business-and-international/
https://www.sars.gov.za/businesses-and-employers/large-business-and-international/
https://www.news24.com/fin24/companies/sars-gives-apology-reparations-to-current-staff-who-endured-devastating-state-capture-impact-20221112
https://www.news24.com/fin24/companies/sars-gives-apology-reparations-to-current-staff-who-endured-devastating-state-capture-impact-20221112
https://www.saica.org.za/news/sars-at-your-service
https://www.saica.org.za/news/sars-at-your-service
https://www.pwc.co.za/en/assets/pdf/taxing-times-survey-2024.pdf
https://www.outa.co.za/blog/newsroom-1/taxpayers-mistrust-sars-because-of-government-corruption-1302
https://www.outa.co.za/blog/newsroom-1/taxpayers-mistrust-sars-because-of-government-corruption-1302

