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Abstract

Taxes are an essential source of revenue 
that enables the government to fund 
public expenditures. Exploring avenues 
to promote a culture of tax compliance 
among taxpayers is, as a result, one of the 
most important public policy objectives 
of the government. The tax authority, 
the South African Revenue Service 
(SARS), is able to directly influence 
the level of tax compliance through 
their interactions with taxpayers. The 
media, many taxpayers, and others, 
including the Tax Ombud, have warned 
that a breakdown in the relationship 
between SARS and taxpayers is, or 
has already, developed, which may 
negatively influence tax compliance. 
The failures of SARS in the execution of 
their mandate were highlighted by the 
Tax Court in the recent judgment of F 
Taxpayer v Commissioner for the South 
African Revenue Service. The judgment 
was extensively reported in the national 
media and on social media sites. The 
crucial variable is the treatment that 
taxpayers receive from the tax authority 
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and evidence shows that fair treatment correlates to improved tax compliance. The aim of 
this discussion is to investigate the manner in which SARS approached and interacted with 
the taxpayer and the Court. The overall purpose is to evaluate the potential general impact 
on the tax system where SARS, on one occasion, failed to comply with its obligations and 
exhibited a serious lack of regard for the taxpayer’s fundamental right to fair administrative 
action. The negative experience of a single taxpayer in its interactions with SARS, and the 
subsequent Court judgment and the reports thereof in the media have become a general 
source of information that undermine public confidence in the abilities, integrity, and 
objectivity of SARS. Effectively, every negative interaction between SARS and a taxpayer 
contributes to reduced tax morality and endangers the legitimacy of the entire tax system.

Keywords: Tax compliance; Tax Court decisions; Taxpayer sentiment; Tax collection;  
          F Taxpayer v Commissioner for the South African Revenue Service.

1  INTRODUCTION

Taxes constitute an essential source of revenue that enables a government to fund public 
expenditures.1 Exploring avenues to promote a culture of tax compliance is, as a result, one of 
the most important public-policy objectives of the government.2 Tax authorities are mandated to 
implement national tax laws and are primarily required to take any available advantage to obtain 
general tax compliance and to collect all the taxes due to the State. The performance of the tax 
authority will, as a result, directly influence the level of tax compliance.3 The effectiveness 
of the tax authority is dependent on multiple external and internal factors such as economic 
conditions and the priorities of the government. However, the tax authority should, at the very 
least, effectively manage its internal environment and develop the conditions over which it has 
control in order to encourage a culture wherein taxpayers voluntarily embrace an “intrinsic 
motivation to pay taxes”.4 The tax authority should, in its pursuit of this goal, act in a manner 
that conforms to the spirit and letter of the tax laws to avoid the need for extensive enforcement 
activities. Enforced tax compliance complicates the relationship between the tax authority and 
taxpayers, increases the overall delinquency cost, and ultimately compromises the entire tax 
system.5 
Most people accept the need for taxation and acknowledge their responsibility for contributing 
to the collective good even though there will be disagreements on the extent of their individual 
obligations to the State. People will, at the same time, be aware and even aggravated by the 
subsequent reduction of their income when their taxable income is determined. Individual 
taxpayers (and the tax authorities) will, accordingly, have varying interpretations about the 

1 Owusu, Bekoe and Mintah “Predictors of Tax Compliance Intentions Among Self-employed Individuals: 
The Role of Trust, Perceived Tax Complexity and Antecedent-based Intervention Strategies” 2021 Small 
Enterprise Research 1; Torgler “Tax Morale, Rule-governed Behavior and Trust” 2003 Constitutional 
Political Economy 119–140.

2 Owusu Ibid; Morrell, Bradford and Javid “What Does it Mean when We Ask the Public if They are ‘Confident’ 
in Policing? The Trust, Fairness, Presence Model of ‘Public Confidence’” 2020 International Journal of 
Police Science & Management 161.

3 See in general Kornhauser “Normative and Cognitive Aspects of Tax Compliance: Literature Review and 
Recommendations for the IRS Regarding Individual Taxpayers” 2007 National Taxpayer Advocate, Annual 
Report to Congress 138–180. 

4 Taing and Chang “Determinants of Tax Compliance Intention: Focus on the Theory of Planned Behavior” 
2021 International Journal of Public Administration 63.

5 Kirchler, Kogler and Muehlbacher “Cooperative Tax Compliance: From Deterrence to Deference” 2014 
Current Directions in Psychological Science 87.
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concept of “fairness” and the notion of a “good tax system”.6 This has motivated some taxpayers 
to arrange their “affairs as not to attract taxes imposed by the Crown, so far as he can do so 
within the law, and that he may legitimately claim the advantage of any express term or of any 
omissions that he can find in his favour in the taxing Acts”.7 Taxpayers may, therefore, either 
focus on minimal compliance or may, at worst, regard it as their right to evade, by illegal 
means, the depletion of their income as a result of taxation. Ultimately the ethical debate on tax 
compliance may attract few or no “saints groping for moral guidance”.8

The national tax collecting authority, responsible for administering the tax system in South 
Africa, is the South African Revenue Service (SARS).9 SARS is tasked with the efficient and 
effective enforcement of the legislation that it administers,10 and the cost-efficient and effective 
performance of its functions while also complying with the dictates of section 195 of the 
Constitution.11 After 1994, SARS initially achieved its mandate and was generally respected by 
the public.12 The media, taxpayers, the Tax Ombud, and many others have, however, warned that 
a breakdown in the relationship between SARS and taxpayers has since developed.13 Historical 
data indicates that the public perception of SARS has declined significantly in the past few years 
due to the deterioration of governance within SARS.14 Research shows that the perception of the 
legitimacy of a government policy and its institutions influences tax compliance, with a specific 
focus on the extent to which taxpayers trust the tax authority.15 The Nugent Commission of 
Inquiry into Tax Administration and Governance by SARS found that integrity and governance 
at SARS failed on a “massive scale”.16 President Ramaphosa also recently noted that “SARS has 
suffered from State capture, with political meddling, mismanagement and other factors seriously 
affecting its efficiency”.17 
The apparent failure of SARS in the execution of its mandate was highlighted by the Tax Court, 
Western Cape Division (the Court), in the recent judgment of F Taxpayer v Commissioner for 
the South African Revenue Service (the judgment).18 The crux of the dispute between SARS and 
the taxpayer related to the income-tax treatment of several aspects of an insurance product taken 

6 Smith The Wealth of Nations Volume 2 (1947) 307–308; Smith “The Power of Politics - The Performance of 
the South African Revenue Service and Some of its Implications” (2003) 5; Owusu 2021 Small Enterprise 
Research 18, SARS Short Guide to the Tax Administration Act, 2011 (Act No. 28 of 2011) Version 3, 29 
March 2018 at 4.

7 I.R.C. v. Fisher’s Executors [l926] A.C. 395 at 412.
8 Vineberg “The Ethics of Tax Planning” 1969 British Tax Review 31.
9 Established in terms of the South African Revenue Service Act 34 of 1997, s 2.
10 South African Revenue Service Act, 1997, s 4(1); The Tax Administration Act was also enacted to promote 

the “effective and efficient collection of tax by prescribing the powers and duties of persons engaged in the 
administration of a tax Act such as the TAA”, s 2(c) of the TAA.

11 Constitution of the Republic of South Africa, 1996.
12 Hlophe and Friedman “And Their Hearts and Minds Will Follow? Tax Collection, Authority and Legitimacy 

in Democratic South Africa 2002 IDS Bulletin 67; SARS General Report 2017/2018 at 27.
13 Curson “SARS Incorrectly Recalls Refund from a Taxpayer’s Bank Account” Moneyweb (22 November 

2021) https://www.moneyweb.co.za/news/south-africa/sars-incorrectly-recalls-refund-from-a-taxpayers-
bank-account/ (accessed 07-03-2022).

14 SARS Annual Report 2018/2019 at 28; SARS Annual Report 2019/2020 at 79; 2021 Budget Review, Chapter 
4 at 43.

15 Bratton ‘To Pay or Not to Pay? Citizens’ Attitudes Towards Taxation in Kenya, Tanzania, Uganda and South 
Africa’ Afrobarometer Working Papers Working Paper No. 143 (2013) 6–7.

16 Nugent “The Nugent Commission of Inquiry into Tax Administration and Governance by SARS – Final 
Report” (2018) para 4.

17 Thabi Madiba “Ramaphosa Congratulates SARS, Taxpayers on Improved Tax Growth” https://www.polity.
org.za/article/ramaphosa-congratulates-sars-taxpayer-on-improved-tax-growth-2022-04-04.

18 (IT 45842) [2022] ZATC 1 (25 February 2022).
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out by the taxpayer.19 The Court commented that SARS had failed dismally in the execution of 
its duties, granted the final relief sought by the taxpayer, dismissed the application by SARS, 
and ordered SARS to pay the taxpayer’s costs.20 The judgment was extensively reported in the 
national media and on social media sites such as Twitter, LinkedIn and Facebook. The premise 
herein, based on previous research, is that tax compliance behaviour and attitudes of taxpayers 
are partly determined by publicly available reports about the performance of the tax authority.21 
Taxpayers, therefore, do not consider their relationship with the tax authority in isolation, and 
negative reports on the manner in which SARS treats and interacts with other taxpayers directly 
affect the attitudes of taxpayers towards tax compliance.22

This judgment is noteworthy as SARS was, despite its challenges, substantially successful in 
most of the reported Tax Court decisions23 in 2021 and was partially successful in the rest of 
the reported decisions24 during that period. The Court, in all the 2021 reported decisions, either 
awarded costs in favour of SARS, made no order as to costs, or determined that each party 
was responsible for its own costs. This judgment represents a departure from the previous 
litigation record of SARS. The aim of this discussion is not to fully consider the merits of the 
dispute between the parties but rather to investigate the manner in which SARS approached and 
interacted with the taxpayer and the Court. The Court has already pronounced the failure of SARS 
to comply with its constitutional and other legal obligations and these issues will, therefore, also 
not be evaluated in detail. The overall objective is to assess the potential general impact on tax 
compliance where SARS, even on just one widely reported occasion “dismally failed” to fulfil 
its obligations and acted in a manner that disregarded the taxpayer’s fundamental right to fair 
administrative action.25 The experience by one taxpayer of a tax system that is not “empowering 
and enabling”26 has, in this matter, resulted in adverse media reporting. Negative media reports, 
in isolation and cumulatively, may then form a general source of information27 that primarily 
shapes the attitudes of other taxpayers, outside of their personal first-hand experience, regarding 
the abilities, integrity and objectivity of SARS.28 Effectively, every negative interaction between 
SARS and a taxpayer has the potential to contribute to reduced tax morality and endangers the 
legitimacy of the entire tax system.29

19 F Taxpayer v CSARS para 45.
20 F Taxpayer v CSARS paras 65 and 67.
21 Bratton ‘To Pay or Not to Pay?’ (2013) 6.
22 Bratton ‘To Pay or Not to Pay?’ (2013) 5; Martinez-Vazquez and Torgler “The Evolution of Tax Morale in 

Modern Spain” 2009 Journal of Economic Issues 5.
23 ABC (Pty) Ltd v CSARS (IT 14305) [2021] ZATC 1 (7 January 2021); Black Mountain Mining (Pty) Ltd v 

CSARS (IT24578) [2021] ZATC 2 (27 January 2021); Free State Development Corporation v The CSARS 
(VAT 1999) [2021] ZATC 3 (30 March 2021); Free State Development Corporation v CSARS (VAT 1999) 
[2021] ZATC 4 (30 March 2021); B v CSARS (13395) [2021] ZATC 5 (23 April 2021); LDC Taxpayer v 
CSARS (IT 24888) [2021] ZATC 6 (18 June 2021); IEA Taxpayer v CSARS (VAT 1908) [2021] ZATC 7 (21 
June 2021); CSARS v FP (Pty) Ltd (25330; 25331; 25256) [2021] ZATC 8 (19 October 2021).

24 W Taxpayer v CSARS (IT 45672) [2021] ZATC 9 (14 December 2021).
25 F Taxpayer v CSARS para 48.
26 SARS Strategic Plan 2020/21 – 2024/25 at 8.
27 See Bilz and Law Moral Attitudes, and Behavioral Change in Zamir and Teichman (eds) The Oxford 

Handbook of Behavioral Economics and the Law (2014) 245 –248.
28 SARS Strategic Plan 2020/21 – 2024/25 at 24.
29 See SARS Annual Report 2019/2020 at 68.
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2  FACTUAL BACKGROUND AND SALIENT FEATURES OF THE CASE

The South African Tax Court (the Court),30 on 27 January 2022, considered two interrelated 
opposed applications. The applicant (the taxpayer) approached the Court for a final order against 
the respondent (SARS) due to the latter’s failure to timeously deliver the required statement of 
grounds of assessment and appeal, as prescribed by the Rules for Dispute Resolution (“the 
Rules” or “Rule”)31 of the Tax Administration Act (TAA).32 SARS brought a counter-application 
for condonation for the late filing of its Rule 31 statement.33 The second issue concerned an 
appeal by the taxpayer in relation to its 2016 to 2018 years of assessments.34 The following 
discussion is a limited account of the facts and reference will be made to those facts only that 
formed the basis for the negative media reports on the performance of SARS.
SARS initially audited the taxpayer’s tax returns for the 2016 to 2018 years of assessment 
and raised additional assessments.35 SARS concluded that the short-term insurance premiums 
claimed by the taxpayer were incorrectly treated as an expense rather than an asset.36 The 
taxpayer, unconvinced by the additional assessments, requested reasons for the assessment from 
SARS37 to enable the taxpayer to prepare an objection.38 At this time, the taxpayer submitted a 
request to SARS39 for suspension of payment.40 SARS may not undertake recovery proceedings 
from the day that SARS receives a request for suspension until 10 business days after notice 
of SARS’ decision, or revocation of suspension has been issued unless there is a reasonable 
belief that this suspension may harm the recovery process.41 SARS nonetheless proceeded with 
collection steps and issued the taxpayer with a final demand for payment despite the fact that 
no SARS official held a reasonable belief that there existed a reasonable risk of dissipation of 
assets. SARS later approved the payment suspension request but still insisted that the taxpayer 
make payment of the now-suspended and disputed debt and caused the taxpayer’s status to 
reflect as non-compliant on the e-filing platform.42 SARS only rectified the taxpayer’s status 
after it was threatened with a court application to compel SARS to amend the status to tax 
compliant.43 SARS, only then, altered the taxpayer’s status to “tax compliant”.
SARS, despite the fact that it was required to deliver its reasons, failed to do so.  Rule 6 allows 
for the initial period to be extended by SARS where exceptional circumstances exist, or where 

30 Judgment by Justice J I Cloete.
31 Promulgated under s 103 of the Tax Administration Act (Act No. 28 of 2011) (“TAA”) in Government Gazette 

No. 37819 of 11 July 2014; s 103(1) (Rules for dispute resolution) – “The Minister may, after consultation 
with the Minister of Justice and Constitutional Development, by public notice make ‘rules’ governing the 
procedures to lodge an objection and appeal against an assessment or ‘decision’, and the conduct and hearing 
of an appeal before a tax board or tax court. (2) The ‘Rules’ may provide for alternative dispute resolution 
procedures under which SARS and the person aggrieved by an assessment or ‘decision’ may resolve a 
dispute”; The Rules for Dispute Resolution was promulgated under s 103 of the Tax Administration Act (Act 
No. 28 of 2011) in Government Gazette No. 37819 of 11 July 2014.

32 Act 28 of 2011.
33 F Taxpayer v CSARS paras 1 and 2.
34 Ibid para 3.
35 The assessment was in the amount of R8.4 million; see s 92 of the TAA with regards to the right of SARS to 

make an additional assessment. 
36 Rule 6(1) of the Rules for Dispute Resolution; F Taxpayer v CSARS para 4.
37 In terms of Rule 6 of the Rules.
38 See Rules 6(4) and (5); F Taxpayer v CSARS para 5.
39 In terms of s 164(2) of the TAA.
40 F Taxpayer v CSARS para 31.
41 Section 164(6) of the TAA.
42 F Taxpayer v CSARS paras 32–33.
43 In terms of s 11(4) of the TAA.
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the matter is complex or based on the principle or the amount involved. However, any notice 
of such an extension must be delivered to the taxpayer prior to the expiry of the initial 45-day 
period and an extension by SARS may not exceed 45 days.44 SARS only notified the taxpayer of 
the extension that it required some 16 days after the expiry of the initial period. SARS thereafter 
delivered its reasons on the last day of its unilaterally imposed extension even though it was 
SARS itself that raised the additional assessments.45 
The taxpayer, upon receipt of the reasons, duly lodged an objection against the assessments 
by delivery of a notice of objection.46 SARS was required to notify the taxpayer of its decision 
on the objection and the basis thereof47 but again failed to comply with its obligations. SARS 
also did not apply for an extension.48 The taxpayer then put SARS to terms49 and effectively, 
due to the non-compliance with the rules, informed SARS of its intention to apply to the Court 
for a final order by default should SARS fail to remedy.50 The Court, in the absence of good 
cause shown by the defaulting party for its default, may make an order51 or order the defaulting 
party to comply with the rule as the court considers appropriate.52 The court may thereafter, 
if the defaulting party fails to abide by its order by the due date, make an order53 without 
further notice. The Court may, where an assessment is under appeal, confirm the assessment 
or “decision”; order the assessment or “decision” to be altered; or refer the assessment back to 
SARS for further examination and assessment.54  
The pressure from the taxpayer prompted SARS to deliver its decision, which amounted to a 
partial disallowance of the objection.55 The taxpayer appealed56 against this decision57 and duly 
delivered its notice of appeal to the Tax Court.58 In response, SARS was required to deliver a 
Rule 31 statement.59 However, this statement was not delivered within the prescribed time limit 
and there was no request from SARS for condonation for the late filing of the Rule 31 statement 
and no explanation was provided for the delay.60 SARS further informed the taxpayer that 
the payment suspension previously agreed to in terms of section 164(4) of the TAA had been 

44 Rule 6(6) and (7).
45 F Taxpayer v CSARS para 7.
46 As provided for in s 104(1) of the TAA, read with Rule 7(1)(a).
47 Rule 9(1)(a) read with s 106(2) of the TAA – “Section 106(1) SARS must consider a valid objection in the 

manner and within the period prescribed under this Act and the ‘Rules’. (2) SARS may disallow the objection 
or allow it either in whole or in part.”

48 Rule 9(2).
49 By delivering a Rule 56(1)(a) notice – Rule 56(1)(a) stipulates that if a party has failed to comply with a 

period or obligation prescribed under the Rules, the other may deliver a notice informing the defaulting 
party of the intention to apply to the tax court for a final order under s 129(2) of the TAA in the event that 
the defaulting party fails to remedy the default within 15 days of delivery of the notice; for current judicial 
reasoning on this issue, see CSARS v Candice-Jean van der Merwe (211/2021) [2022] ZASCA 106 (30 June 
2022).

50 Rule 56(1)(b) allows for an application to be made to the Court for a final order in the event that the default 
is not remedied within 15 days.

51 Under s 129(2).
52 Rule 56(2)(a).
53 Ibid.
54 TAA, s 129(2)(a)-(c).
55 F Taxpayer v CSARS para 8.
56 Under s 107 of the TAA.
57 Appeal against assessment or decision
58 As required by Rule 10(1)(a); F Taxpayer v CSARS para 9.
59 Statement of grounds of assessment and opposing appeal, this statement must be delivered within 45 days 

after delivery of the notice of appeal; Rule 31(1)(d); F Taxpayer v CSARS para 10.
60 F Taxpayer v CSARS para 11.
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revoked, purportedly on the basis that the dispute had been “resolved”.61 SARS acknowledged 
that the period to deliver the Rule 31 statement lapsed and attributed this to a backlog due to 
COVID-19 and a lack of capacity.62 SARS was, as a result, not in a position to finalise the 
Rule 31 statement within the required period and thus requested that the taxpayer provide an 
extension to file the Rule 31 statement.
The taxpayer granted an extension of one month, which was effectively extended for a further 
ten days due to a “misinterpretation” by SARS. Again, SARS failed to deliver the Rule 31 
statement within this extended period. SARS then reallocated the matter to another official in 
the Tax Litigation Unit63 and confirmed that it had briefed counsel to assist it with the Rule 31 
statement. SARS, therefore, requested yet another extension of 21 business days.64 However, 
it emerged during the hearing that SARS only engaged the services of the State Attorney some 
six days later with instructions to request a further indulgence to file the Rule 31 statement.65 
The taxpayer denied a further extension and informed SARS that it would have to bring an 
application for condonation.66 SARS, at this time, initiated its condonation application.67 This 
Rule 31 statement was ultimately only served later.68 

3  THE JUDGMENT OF THE TAX COURT

The Court commented that SARS persistently disregarded the time limits prescribed in the 
rules, did not request extensions where required, and also did not provide any explanation for 
these delays.69 The Court did not refer to Rule 4(2), which deals with the extension of time 
periods. Rule 4(2) states that any request for an extension must be delivered before the expiry 
of the period prescribed unless the parties agree otherwise. The Tax Court previously stated that 
the periods specified in the rules are generous, but that SARS and taxpayers regularly fail to 
comply with the rules. The Tax Court added that SARS should set an example during litigation 
proceedings and should comply with periods or seek extensions timeously.70 
The Court also commented that SARS misled the taxpayer regarding the allocation of the 
appeal, made misrepresentations regarding the date of the extension, the reason why the appeal 
had been re-allocated, and the appointment of counsel.71 The Court described the actions of 
SARS as a “series of delays [that] were simply the perpetuation of a pattern of disregard for 
the rules and what is required of administrative functionaries such as SARS officials in the 
present matter”.72 The Court accordingly rejected the arguments by SARS wherein it attempted 
to explain the delays and concluded that SARS should have been able to prepare the Rule 31 
statement as the information required to do so was available to SARS.73 
The Court then considered the prejudice that was occasioned to the taxpayer through the 

61 Ibid para 35.
62 Ibid para 13.
63 Ibid para 16.
64 Ibid para 14.
65 Ibid para 19.
66 In terms of Rule 52(6).
67 F Taxpayer v CSARS para 20.
68 Ibid para 15.
69 Ibid para 21.
70 S Company v CSARS para 28 referring to SARS v Muller Marais Yekiso Inc (Tax Case No. 12013/2012).
71 Ibid para 22.
72 Ibid para 25.
73 Ibid paras 23 and 24.
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actions of SARS.74 SARS caused the taxpayer’s status to reflect on the e-filing system as 
non-compliant despite the fact that the nature of the taxpayer’s business requires continuous tax 
compliance.75 SARS also reinstated the payment suspension following the partial disallowance 
of the taxpayer’s objections despite the fact that a payment suspension may be revoked with 
immediate effect only where no objection is lodged, where an objection is disallowed, where 
no appeal is lodged, or where an appeal to the tax board or court is unsuccessful and no further 
appeal is noted.76 SARS had only partially disallowed the objections. The period in which the 
taxpayer could file an appeal had therefore not yet expired and SARS was, as a result, also 
not permitted to rely on section 164(4)(b) of the TAA.77 SARS reinstated the suspension of 
payment after the taxpayer had approached it, but thereafter again caused the taxpayer’s status 
to reflect as non-compliant without further notice.78 The incorrect reflection of the taxpayer’s 
status caused it severe prejudice with regard to export permits, credit facilities with its banks, 
government funding, and its financial affairs in general.79

The Court, as a result, found that SARS did not fulfil its obligations and that it disregarded the 
taxpayer’s right to fair administrative action.80 The counter-application for condonation was 
dismissed, the final relief sought by the taxpayer by default against SARS was granted and the 
taxpayer’s appeals in relation to its 2016 to 2018 years of assessment were upheld. The Court 
ordered SARS to pay the taxpayer’s costs in both the main and counter-applications on the scale 
as between party and party as taxed or agreed but it seems that a punitive cost order would have 
been considered had the taxpayer made such a request timeously.81

4  DISCUSSION

4 1  Non-compliance with the Rules

The Court noted that SARS was unable to comply with most of its obligations in terms of the 
TAA after the taxpayer initiated the dispute resolution procedures. It is specifically unclear 
what prevented a SARS official from drafting the Rule 31 statement and why the services of 
counsel were required for this purpose.82 The Rule 31 statement is intended to set out a clear and 
concise statement detailing the grounds of the disputed assessment, which of the facts or the 
legal grounds in the notice of appeal are admitted or opposed, and those material facts and legal 
grounds upon which the opposition to the appeal is based. The Tax Court has previously stated 
that the exercise required in the Rule 31 statement is to provide the “facts and legal grounds 
that are sufficiently clearly and concisely specified so as to know what issues proceed to an 
appeal”.83 This statement, in theory, could have and should have, been drafted by SARS within 
the applicable time limits as the information required to finalise the statement was available 
to SARS due to the previous audit conducted by SARS itself.84 The Rule 31 statement was 

74 Ibid para 30.
75 Ibid para 33.
76 Section 164(4) of the TAA.
77 F Taxpayer v CSARS para 36.
78 Ibid para 37.
79 Ibid paras 38–40.
80 Ibid paras 47–48.
81 Ibid para 65–67; s 130(1)(a) of the TAA provides that the Court may, in dealing with an appeal and on 

application by an aggrieved party, grant an order for costs in its favour.
82 F Taxpayer v CSARS para 24.
83 A v The Commissioner of the South African Revenue Services (IT24643) (3 May 2019) para 12; see also S 

Company v CSARS (IT0122/2017) [2017] ZATC 2 (17 October 2017).
84 F Taxpayer v CSARS para 23.
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eventually “handed in by agreement” but the Court, in the end, did not consider the contents 
thereof as the application for condonation failed.85 The non-compliance with the Rules by SARS 
is highly consequential, both for this matter and for the image of SARS in general. Although 
SARS proclaims its commitment to accountability, integrity, professionalism and fairness,86 it 
dismally failed in this instance to achieve these objectives.87

4 2  The Basic and General Relationships between SARS and Taxpayers

Tax compliance is directly related to perceptions about the tax authority’s trustworthiness but also 
based on the responsiveness of the tax authority with specific reference to the establishment of a 
conducive environment for tax compliance.88 SARS, in cultivating a culture of tax compliance, 
must thus pursue a constructive psychological contract with taxpayers that communicates 
mutual respect, trust, loyalty and commitment. This basic relationship should function to 
mitigate the real or perceived adversarial and passive nature of the interactions between the 
tax authority and taxpayers.89 The basic relationship must in as far as possible, provide the tax 
authority and the taxpayer with the essential, adequate, and accurate information and documents 
required for both to effectively manage their rights, obligations, risks, and resources.90 The 
most comprehensive source of information about a taxpayer may be obtained from the positive 
actions of the individual taxpayer while information on tax compliance should be available from 
the tax authority. The existence of the basic relationship is, in turn, an essential precondition 
for the efficient and proper functioning of a general relationship between SARS and taxpayers 
as a group. 
SARS recognises the importance of the general and basic relationship and accordingly aims 
to administer a tax system that is professional, fair, cost-effective, convenient, transparent 
and sufficiently simple, clear and consistent.91 SARS further accepts that taxpayers have the 
right to administrative action that is lawful, reasonable and procedurally fair,92 confirms that 
it “must be governed by the democratic values and principles enshrined in the Constitution”, 
and must maintain a “high standard of professional ethics”, must be “development-oriented”, 
impartial, fair, equitable and must respond to the needs of people.93 The impartiality in the 
exercise of power by the tax authority is specifically regarded as a significant feature of good 
governance. The tax authority must, therefore, be perceived as having an established capacity 
to treat taxpayers equally in its interactions with taxpayers but also the ability to act impartially 
when adjudicating disputes between it and taxpayers.94 
These failures and neglect reported in the judgment are, therefore, unfortunate. SARS itself 
states that voluntary tax compliance depends on a professional, competent, efficient, high-
performing, capable, agile, engaged, disciplined administration that adheres to the highest 

85 F Taxpayer v CSARS para 64.
86 SARS Strategic Plan 2020/21 – 2024/25 at 12 and 13.
87 SARS Strategic Plan 2020/21 – 2024/25 at 8 and 12.
88 Fjeldstad, Schulz-Herzenberg and Hoem Sjursen “Peoples’ Views of Taxation in Africa: A Review of 

Research on Determinants of Tax Compliance” CMI Working Paper (2012) 6.
89 Braithwaite and Wenzel ‘Integrating Explanations of Tax Evasion and Avoidance’ in Lewis (ed) The 

Cambridge Handbook of Psychology and Economic Behaviour (2008) 330.
90 Cooperative Compliance: A New Approach to Managing Taxpayer Relations. IBFD Publications USA, 

Incorporated 44. SARS Strategic Plan 2020/21 – 2024/25 at 10.
91 SARS Strategic Plan 2020/21 – 2024/25 at 8.
92 Section 33 of the Constitution of the RSA.
93 F Taxpayer v CSARS para 27; s195 of the Constitution of the RSA.
94 Fjeldstad et al. “Peoples’ Views of Taxation in Africa” (2012) 5.
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standards of integrity and governance.95 It may, therefore, reasonably be accepted that the 
“dismal” actions of SARS in this matter adversely affected both the “basic relationship” and the 
perception of SARS by all taxpayers in general. 

4 3  Predictors of Tax Compliance by Taxpayers

Research shows that the overall behaviour of taxpayers, with specific reference to tax compliance, 
is complex and cannot always be accurately predicted. However, taxpayer behaviour may, despite 
these limitations, be studied and addressed as a universal phenomenon wherein individuals 
are generally expected to act and react in a predictable manner. Previously, the behaviour of 
taxpayers that results in voluntary tax compliance was interpreted as an economic decision 
under risk.96 This theory dictates that taxpayers will consider tax non-compliance rationally in 
terms of the probability of detection, an audit, penalties and prosecution. However, a simple 
cost-benefit approach to predicting taxpayer behaviour97 does not completely account for the 
personal and social behavioural norms of taxpayers. The current view is that taxpayer behavior 
regarding tax compliance may generally be described as economic deterrence; fiscal exchange; 
social influences; comparative treatment and political legitimacy or accountability.98 Research, 
at a more specific level, shows that taxpayers experience specific subjective perceptions such 
as frustration, fear and anger when they engage with the tax authorities. The conclusions are 
twofold, firstly taxpayers who encounter ambiguity and insecurity will likely deviate from their 
expected behaviour and may, as a result, be guided by emotions.99 Secondly, taxpayers, who 
report positive interactions with tax authorities, experience improved attitudes and intentions to 
comply with their tax obligations.100 
The emotional experiences of taxpayers in their interactions with the tax authority, therefore, 
play an important role in tax compliance decisions.101 It is evident that the “egregious” lack of 
regard for the taxpayer’s rights in the present matter would have resulted in reputational harm, 
economical loss, and emotional distress for the taxpayer. These experiences were projected 
beyond this specific incident as other taxpayers were able to readily observe the ordeal through 
the reports of others and the media. This effect is supported by cultivation theory, which confirms 
that the media has the power to influence the opinions of the general public and it is “primarily 
responsible for our perceptions of day-to-day norms and reality”.102 The conclusion is that the 
current judgment and the subsequent reports thereon will negatively affect the perceptions 
held by taxpayers of SARS.103 These experiences ultimately create ingrained beliefs about the 
legitimacy of the entire tax system. Taxpayers may, therefore, be less inclined to voluntarily 
comply with their tax obligations, which will, in turn, create the need for more enforced tax 
compliance and the associated increase in costs for SARS.104

95 SARS Strategic Plan 2020/21 – 2024/25 at 8; 12 and 19.
96 Kirchler, Muehlbacher, Gangl, Hofmann, Kogler and Pollai “Rethinking the Research Paradigm for Analysing 

Tax Compliance Behaviour” CESifo Forum 2012 33–40.
97 McClelland and Schulze “Why Do People Pay Taxes?” 1992 Journal of Public Economics 21–38.
98 Bratton “To Pay or Not to Pay?”’ (2013) 5.
99 Bătrâncea and Nichita “A Neuroeconomic Approach of Tax Behavior” 2012 Annals of the University of 

Oradea. Economic Series 1, 649–654.
100 Ibid.
101 Enachescu “The Role of Emotions in Tax Compliance Behavior: A Mixed-Methods Approach” 2019 Journal 

of Economic Psychology 1.
102 Maeroff (1998) 5.
103 Ibid.
104 Larissa and Anca et al. “Trust and Power as Determinants of Tax Compliance Across 44 Nations” Journal of 

Economic Psychology, 2019 1; Owusu (2021) 18.
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5  CONCLUSION

Any system of authority should aspire to generate commitments to compliance and cooperation 
from those it exercises power over. The existence of these conditions is especially important in 
a “good tax system”, which must incorporate principles such as equity, certainty, convenience, 
flexibility, and administrative and economic efficiency. The simplicity principle should be added 
to this list as the rights of a taxpayer to just administrative action and equality, together with the 
section 195(1) constitutional obligations on the public administration provide taxpayers with 
an implied right to tax simplicity.105 The development and maintenance of such a “good tax 
system” by SARS will ultimately produce sound basic and general relationships between it and 
taxpayers, which create the conditions that advance high levels of tax compliance. 
SARS acknowledges that its conduct and interactions with taxpayers translate to confidence 
in the tax administration system and improve the willingness of taxpayers to fulfil their tax 
obligations. It is, however, evident that SARS has not been entirely successful in cultivating 
the basic and general relationships with taxpayers and that it has partly failed to create the 
conditions necessary for the effective collection of taxes. The performance of, and the initial 
interactions between the taxpayer in the present matter and SARS were correctly described 
by the Court as appalling. SARS thereafter aggravated its self-inflicted injury through the 
unsuccessful litigation and the unconvincing arguments presented at the hearing. These events 
served only to further publicly expose and export the failures of SARS in executing its mandate. 
The impact of this one account of the disastrous decisions and actions of SARS, within an 
environment where information is freely available creates the “slippery slope framework of 
tax compliance” wherein negative taxpayer attitudes indicative of cynicism, disaffection and 
distrust are formed or further reinforced.106 Ultimately, this one judgment, therefore, has the 
potential to adversely affect the willingness of taxpayers to cooperate and voluntarily comply 
with their tax obligations.
SARS, as a result, should guard against considering their interactions with a single taxpayer 
as an isolated event. Taxpayers do not exist or act in isolation and the tax obligations of an 
individual taxpayer are usually ongoing. SARS must therefore study, plan and shape the context 
in which taxpayers make decisions and cultivate a basic and general relationship with taxpayers 
to establish a “sense of connectedness and unity among those in a society”.107

105 Silke (ed) First Touch to Tax (2014) 500; See also in general Evans, Franzen and Stack Tax Simplification, 
An African Perspective (2019).
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107 Boothe-Perry “Friends of Justice: Does Social Media Impact the Public Perception of the Justice System” 
2014 35 PACE L. REV. 73; see in general Millane and Stewart “Behavioural Insights in Tax Collection: 
Getting the Legal Settings Right” 2019 eJTR 505.


