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The SARS Strategic Outcomes

= Increased Customs Compliance

= Increased tax compliance

= Increased ease and fairness of doing business with SARS

= Increased cost effectiveness, internal efficiencies and
institutional respectability

+

The SARS Strategy -

= Building fiscal citizenship

Automated, digital and self
service environment

= Move from a gate keeper to a " Whole of government view

risk manager approach

L environment
® Integrated economic view of

the taxpayer and trader = Enable our people to perform

= Differentiated service offering at their peak

+

The Compliance Model

The SARS Compliance Programme Priority Areas

The SARS lllicit Economy Strategy

= Reduced administrative burden

The SARS statutory obligations & Mandate

+

We are part of larger law enforcement system

a.

b.

Forming part and strengthening the Criminal Justice System and align

(capacity, input, output)

Forming part and strengthening the Financial System and align

(capacity, input, output)

a) and b) to be executed in accordance with selected focus areas in
illicit economy where SARS has a direct influence and interest (focus

areas of illicit economy as per business plan)
- Jcps
—  ACTT (Anti-Corruption Working Group)

—  Other multi-agency workgroups formed e.g. Tannenbaum/Ponzi scheme

Fulfilling legal obligations i.r.o legislation related to law enforcement in

general at both national and international level:
—  FICA
—  FATF
—  AFU - POCA requests

- Prevention and Treatment of Drug Abuse Act

—  DPCI—-SAPS Amendment Act incorporates SARS




Risk

Assessment

Knowledge and
Understanding

Customer
Awareness

Education
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Presentation Notes
The cornerstone of the operation of SARS is our compliance model. 
The three pillars of our compliance model are: 
Education: Broaden the tax base by educating the public about their tax obligations. 
Service: Focus on making compliance easier for taxpayers by providing a quality service and reducing the administrative burden.
Enforcement: Deter and catch non-compliant taxpayers through credible, legitimate and firm enforcement, with appropriate penalties and sanctions which are aimed at discourage tax evasion.
 

 



Legal

International &

* Defines Regional

for Custo

* Provides the
framework” wi
which all goods,
conveyances and
travelers must be
administered.

* Itis designed to
‘enable Customs
operations to evolve’

within the confines of
the Law built on the concept of “Customs control”

Customs Policy
& Procedures

<<Norms & Standards>> <<Local Context>>

defines & articulates
Customs
“mandate”
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Parliament  approved the Customs Duty Bill and Customs Control Bill in March 2014
After Presidential assent, the Customs Duty Act, 2014 and Customs Control Act, 2014 were published in the Government Gazette on 10 July 2014 and 23 July 2014 respectively
Both Acts will take effect on a date still to be proclaimed by the President
The Customs Control Act serves as a platform for the implementation of various laws imposing taxes on goods and laws that control the import and export of goods
The Customs Control Act also achieves a balance between effective customs control, the secure movement of goods and people into and from the Republic and the facilitation of trade and tourism

The new customs legislation supports South Africa’s international obligations with regard to customs cooperation aimed at preventing, investigating and combatting customs fraud and other offences

The treaty network supporting customs cooperation and the exchange of customs information is extensive -
Convention on Mutual Administrative Assistance for the Prevention, Investigation and Repression of Customs Offences (WCO Nairobi Convention ): cooperation with up to 43 customs administrations
SADC Protocol on Trade: cooperation with 14 SADC customs administrations
SADC-EU Economic Partnership Agreement: will enable cooperation between customs administrations of 28 EU members and 7 SADC members (Angola, Mozambique and SACU)
SA-EU TDCA: cooperation with 28 EU customs administrations
SACU-EFTA FTA: cooperation between SACU customs administrations and those of the European Free Trade Area (EFTA) members (Liechtenstein, Luxembourg, Norway, Sweden and Switzerland)
Bilateral agreements with 15 countries: cooperation with the customs administrations of Algeria, Argentina, Brazil, Canada, China, DRC, France, India, Iran, Japan, Mozambique, Netherlands, Norway, UK and US

The treaty network is set to expand -
WTO Agreement on Trade Facilitation (Article 12: Customs Co-operation): will enable cooperation with customs administrations of all 160 WTO members
SACU Annex on Customs Mutual Administrative Assistance: will enable enhanced cooperation between SACU members, including inter-connectivity of customs systems
Pending bilateral agreements: will enable cooperation with a further 17 customs administrations (Angola, Czech Republic, Egypt, Georgia, Ghana, Kenya, Korea, Malawi, Nigeria, Russia, Sudan, Tanzania, Turkey, Uganda, United Araba Emirates, Zambia and Zimbabwe)







FISCAL ECONOMIC & SOCIETY PROTECTION BORDER CONTROL

Efficient trade administration e Prevent harm to the community, the Prevent smuggling

economy and environment Collaborative Border Management

Assist with compliance
Protect industry from harmful, and

: . Promote SA as secure trading partner
unfair trade practice

Provide trade policy support

Collect duties and taxes lawfully (16%
of SARS revenue collected)

Managing incentive schemes & Free
Trade Agreements

MAKE IT AS EASY AS POSSIBLE MAKE IT AS HARD AS POSSIBLE FOR THOSE
FOR THOSE TRYING TO COMPLY TRYING TO AVOID PAYING THEIR FAIR SHARE

Improve Service Improve Enforcement

ENHANCED COMPLIANCE
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The mandate of SARS is to ensure maximum compliance and the key to voluntary compliance is to ensure that taxpayers and traders understand their obligations.
We therefore aim to make it as easy as possible for those trying to comply, whilst at the same time, making it as difficult as possible for those trying to avoid paying their fair share. 
This we achieve through constantly improving our service and enforcement systems and efforts.



Compliance Management

“ Reconciligti cilitation. control & enforcement efforts”

* Movement
Controls

Risk Management

¢ Binding Rules
8 ¢ Enforcement Audit
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Customs role in line with the compliance model is to manage compliance with the law in a way that ensures facilitation of trade. 
Customs has moved away from the more traditional role of gatekeeper (a regime of 100% checks) to a risk management style (identification of potentially high-risk areas, with resources being directed toward these areas and minimal intervention in identified low-risk areas).

In the context of SARS, we have transformed the organisation in order to improve our processes, people, technology, organisation and infrastructure, while modelling the organisation on best practises and benchmarking locally and internationally.
The fundamental principles for Customs:
•	Drive towards process automation of the norm and manual processing of exceptions
•	Risk based entity processing as opposed to transaction processing
•	Generating a single view of our traders
•	Use of 3rd party data sources
•	Capacity based inspection generation
•	Audit based controls pre and post arrival
•	Data management and feedback mechanisms

Flexibility and tailored solutions , recognising compliance responsibility for both government and business, with appropriate sanctions for non-compliers

Provides for a balance between regulatory control and trade facilitation, based on a consultative approach  in assessing the integrity of trader systems and procedures within a post clearance compliance assessment.

Focus  on “high risk” with minimal intervention in ‘low risk’ areas, based on pre-arrival data, identifying both compliance and non-compliance and rewarding recognised traders. 

Single registration with 3rd party validation with other government departments and registration of each entity in the value chain including once of traders. Improve third-party data channels increases compliance and improves internal efficiencies. Provides SARS with a profile of every registered entity. It will display all the tax and customs products each entity uses. The register will also , provide comprehensive information about each entity, such as the personal identity number or company registration number of the entity as well as  bank account, address and contact details, and details of relationships between entities. 








Opportunities to lever the international supply chain
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The new management system enables Customs to centralise the clearing of all import, export and cross-border declarations using a single processing engine. The new automated management system for cargo replaces a variety of systems and paper-based manual administrative processes. By managing Customs declarations and supporting documents in electronic format the processing of cargo movements by land, sea and air will now be much quicker and more accurate. 
Replacement of the core declaration processing system 
Migration of traders’ financial accounts to SAP
Customs must be able to measure its business from various perspectives. The Modernisation Programme therefore includes the development of business intelligence tools to provide strategic, operational and tactical information to support operations potentially resulting in the improvement of performance metrics and KPI’s 
Supporting a trusted trader programme in which transaction level controls are migrated to the trader level supported by an audit capacity  
Enable a single view of a trader across Customs transaction types with a consolidated compliance history;
Enable centralisation of key processing functions, thereby enabling centres of excellence for certain fields / industry types (e.g. co-location of specialist textile assessment officers, centralised scanner image analysis) 
Automation of simple but effort-intensive processing activities in order to redeploy existing Customs officers into value-add areas and 
Increased use of 3rd party information (such as manifest data and terminal operator information) to validate declaration information submitted to Customs.

Supply Chain Management 
The  international trading environment today requires Customs administrations to, amongst others, to ensure goods and travellers cross international boundaries with minimal delays; to ensure the safety and security of the global supply chain; and to interact to ensure national and international co-operation between Customs, other law enforcement agencies and business.  Risk management, is one of the core principles that enables Customs to exercise adequate controls with minimum hindrance to legitimate trading. In order to implement this Customs needs to establish the necessary IT systems, appropriate legal framework and technical infrastructure including skills.
 
Cargo Container
Deploy cargo scanners at the Beit Bridge, Cape Town and Durban ports of entry. The mobile scanner installed in Durban Harbour will be relocated to Beit Bridge. New fixed scanners will be installed at Durban and Cape Town harbours.
Protects South Africa’s borders and facilitate legitimate trade.
Improves operational efficiency during inspection of goods.
 
One-Stop Border Post (OSBP)
The implementation of One Stop Border Post’s (OSBPs) is a key feature of regional trade facilitation, transport and infrastructure programmes across Africa. International standards to promote the coordination of controls between customs administrations and between Government agencies.
This initiative co-ordinates border management between South Africa and neighbouring countries and support the creation of One-Stop Border Posts (OSBPs) at major points of entry. This will include streamlining operations at border posts, improving the transfer of data between the two countries’ customs agencies and extending IT networking facilities to bolster compliance and revenue collection. Improved sharing of information will also strengthen joint border control and enforcement activities. 
 
The aim of the IT Connectivity initiative is to specify the process that regulates information interaction in the exchange of structured customs export and transit declaration data between participating Customs Administrations.  
  

Registration:
Reduces administrative burden on taxpayers and traders by no longer requiring them to separately register and provide supporting information, for every tax or customs product they require.
Eases administrative burden on small businesses.
Provides SARS with a single profile of each of its clients that includes all related product information. 
Enables entity records to be easily updated to accommodate further product registrations or the amendments to client information.
Enhances management and verification of banking details by providing a comprehensive profile of each legal entity registered with SARS. 



 



The Single Registration technology platform will provide the foundation for the new automated Tax Compliance
Status (TCS) system and the proposed Legal Entities Register. The TCS system will replace the paper-based Tax
Clearance Certificate (TCC) system. The introduction of the Single Registration platform will also improve the risk

management of the VAT registration process.

Phase 1

Phase 2

Phase 3

Phase 4

platform for a
register of all

Technology
consolidated
entities

. Provide SARS with a profile
of every registered entity
and all the tax and customs
products each entity uses.

° Provide comprehensive
information about each
entity, such as the personal
identity number or
company registration
number of the entity and
details of relationships

between entities.

Addresses requirements of
recent tax practitioner legislation
(modify rules for authentication
and confirmation of permission
processes).

. Provide for security
purposes the functions that
Tax Preparers can perform
on the e-Filing system.

° Address the responsibilities
of the Public Officer as well
as improve the security
profiles of companies on
the tax register.

Data cleansing and creation of
customer profiles

° This will merge SARS’ vast
number of tax and customs
product accounts into a
single consolidated entity
register

° Improve the quality of its
client data and rectify
omissions in information
provided by taxpayers.

Extend the Customs profile
introduced to traders in the first
phase of the project

) Eases administrative burden
on small businesses.

° Provides SARS with a single
profile of each of its clients
that includes all related
product information.

° Enables entity records to be
easily updated to
accommodate further
product registrations or the
amendments to client
information.




397 million

Customs R 34 198 million

VAT on imports R 131 085 million R 111427 million R 101 813 million
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In the two years since the SARS Compliance Programme was published, the South African economy has continued facing tough economic conditions.  This is set to play out into 2014, where the economy is projected to grow at 2.7%, down from last year’s projection of 3.5%.  
 
During economic downturns, investment is low and opportunities for growth and employment are subdued. This, among many other factors, places Governments under severe pressure to protect its sovereignty, maintain economic stability, and provide for its people.  Tax revenue is a major source in helping Governments do this and the recent recession has highlighted its importance more so than before.  In turn, tax and customs compliance has also emerged as being a crucial foundation to ensuring steady and growing revenue.
 
Despite the South African economy performing sluggishly over recent years, revenue collections have still managed to grow from year to year.  This growth has taken place against a backdrop of a modernizing organization.  Tax and customs administrative processes have been simplified in an effort to provide more efficient service to taxpayers.  An appropriate and balanced mix of Service offerings, Education initiatives and Enforcement interventions has been critical in maintaining high levels of compliance.
 
The Compliance Programme has therefore been published to:
Let non-compliant taxpayers know that SARS has them under the magnifying glass and that they have the option of approaching SARS to make a voluntary disclosure before our focus inevitably turns to them
Alert taxpayers to practices that put them, their livelihoods and their reputations at stake and to encourage them to approach SARS for upfront advice to ensure they remain on the right side of the law
Let compliant taxpayers have a sense of comfort that SARS is systematically identifying and targeting non compliance
The Compliance Programme is entering its third year of implementation and some notable achievements have been made since it was published.  Over the next financial year, there is likelihood that the Tax Practitioners segment will be removed as a focus area due to improvements in its compliance. SARS will however continue to vigilantly monitor this segment to ensure that compliance levels are maintained. The risks on VAT refunds is likely to feature as a new focus area in the next edition of the Compliance Programme, with industries such as Agriculture showing the use of complex schemes to defraud the VAT system.
 



SARS Enforcement follows a segmentation approach to the illicit economy which is in turn aligned
to the compliance strategy.

This has created enhanced knowledge around the various industries which in turn allows for
more focused interventions into dealing with detected non-compliance.

SARS has embarked on campaigns into specifically the tobacco , cigarettes , clothing and textile
industries which has in certain cases resulted in increased levels of compliance in terms of higher
values being declared as well as an increase in numbers of excise manufacturing volumes being
submitted.

* Dedicated projects that are focused on the tobacco sector with multiple companies, their
related directorships and associated entities are subjects of SARS focused investigations.

— Actions taken to date include, weekly factory visits , suspension of licences , raising of
schedules, liquidation of assets and sequestration of the responsible individuals.



Stati

Seizures
R70717 125
Cigarettes & Tobacco R 718339619 Cigarettes & Tobacco R 70 196 009
CITES CITES R34 168 557

R 129 556 500
Counterfeit Goods R 1 502 065 888
Counterfeit Goods R 341096 315

Detentions

Clothing & Textiles R 73 635 055 Clothing & Textiles

2" Hand Motor Vehicles R 26 742 880

R 3652241
R 582857113

2" Hand Motor Vehicles R 120 828 063

Narcotics R 18516616
Other R 391 147 021

Total Seizures

Total Detentions

Interventions
Premises Searches

Joint Operations

Cargo Examinations
Road Blocks

Control Deliveries

Vehicle Searches

Total Interventions

Criminal Cases 2013/2014 Criminal Cases 20114/2015
Cases to NPA Cases Found Guilty Cases to NPA Cases Found Guilty
Clothing & Textiles
Cigarettes & Tobacco
Other

Clothing & Textiles

Cigarettes & Tobacco

Other
Total Cases Total Cases




1 in 4 cigarettes smoked in South Africa are illegal products, this equates to more than

29% of the total market.

It is estimated that some 15 million cigarettes (equivalent to 750 000 packets of 20s) are

sold illegally in the country every day.
Revenue loss to the Government is more than R3-billion in excise and VAT annually.
Revenue loss to the legitimate tobacco industry is more than R2 billion.

52% of the cigarette price consists of excise and VAT.




* The Incentive to trade in illicit tobacco (Costing)

Excise Duty and Value Added Tax makes up approximately 52% of the retail price of
cigarettes.

= Currently the excise duty on a packet of 20 cigarettes is R11.60 and VAT R1.62 per pack

= The estimated manufacturing cost per pack of 20 cigarettes is R1.00

= A packet of cigarettes should ideally not be sold for less than R16.50 to include
manufacturing cost, distribution cost and some profit margin as well as the relevant
taxes.

= A smuggled 40 foot container with 1100 master cases of cigarettes amounts to a loss of
approximately R 7, 2 million to the fiscus and clean profit to the smuggler.

14



The EU and American sanctions against Zimbabwean Tobacco created an opportunity

Porous border lines make it easy to smuggle

The sophistication and complexity of the smuggling depends upon the size and ambition of the
groups involved and the nature of the commodity.

SARS has seen Organised Crime Groups (OCG) move from supplying counterfeits 10 years ago to
now managing all aspects of the production process, from sourcing raw tobacco product, through
to developing specific tobacco packaging that will generate suitable market interest.

e Others will rely on the work of key facilitators, often based overseas, who engage with smaller
legitimate tobacco manufacturers in sourcing the tobacco goods and associated packaging. The
OCG then agrees a distribution route with the facilitator and agrees risk mitigation mechanisms to
ensure successful delivery.

e Certain groups simply exploit lower cross-border prices of genuine tobacco products and smuggle
them to their chosen destination for sale.



Tobacc




Undervalued imports pose a significant risk not only to the fiscus but to local industry
and job creation.

SARS will continue to work together with other government agencies and industry
stakeholders to clamp down on this practice which include amongst others the
establishment and frequent revision of a Reference Pricing database to detect
undervaluation




Government, labour and industry joined forces to manage compliance risks by the
introduction of a “Reference Pricing” database as a mechanism to identify under valuation
of imports for certain clothing and textile products.

Since inception in November 2011 reference pricing risk rules have increased from 17 to 125. The
following increases in prices declared to customs have increased as follows:

Import Price in Rands

Blankets Bed Linen Clothing Curtains Napkins Textiles Toilet & kitchen
linen

2011/2012

2012/2013

2013/2014
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Dogs and Handlers are trained to detect substances / goods hidden in vehicles, vessels, aircraft, rail,
mail, cargo, containers, luggage and buildings: (3 Month Practical Training with Authentic Samples in the
Toy, Ball, Food and Clicker Reward Methodology):

= Narcotics: Mandrax, Cocaine, Heroin, Crystal Meth, Cannabis & MDMA (Ecstasy);
= Explosives, Firearms and Ammunition;

= Endangered Species: Rhino Horn, Abalone, Crayfish, Lion Bones;

= Currency, DVD’s, Copper Wire, Cell Phones & Tobacco Products.

» Dogs are dual trained to detect different substance / goods.

= Theoretical training include:-

= |dentification and Handling of the substance / goods;

= Basic Animal Behaviour, Legislation, Policies & General Care of a Working Dog.

Sustainability — Assessment & Certification on Working Standards.

TSRS









	Slide Number 1
	What informs what we do
	SARS Compliance Model
	Legal Framework & The New Customs Control & Duty Acts 
	Customs - Key Strategic Outcomes
	Slide Number 6
	Slide Number 7
	Single Registration
	Slide Number 9
	Compliance Program
	SARS Enforcement Actions  
	Statistics 2013-2014 
	The Illicit Trade In Tobacco (A SARS Perspective) 
	The Illicit Trade In Tobacco
	The Illicit Trade In Tobacco
	Slide Number 16
	Clothing and Textiles - Focus area  
	Clothing & Textile
	Slide Number 19
	Narcotics Seizures
	�Detector Dogs�
	Detector Dogs in Action
	Slide Number 23

