14 August 2018
The South African Revenue Service
Lehae La Sars
299 Bronkhorst Street
Nieuw Muckleneuk
0181
Pretoria

BY EMAIL: NMakwakwa@sars.gov.za

Attention: Narcizio Makwakwa

Dear Narcizio

RE:

REQUEST FOR MEETING TO DISCUSS SARS S12L AUDITS
1. Introduction

S12L has been effective in the Income Tax legislation since November 2013. It is an additional tax
allowance based on energy efficiency savings achieved by the taxpayer. The taxpayer has to identify
initiatives and projects which saves energy and has to develop an energy baseline and quantify
subsequent performance assessments which are signed off by a South African National Accreditation
System (SANAS) accredited measurement and verification company. This then has to be submitted to
the South African National Energy Development Institute (SANEDI), which is a government agency
under the Department of Energy, for approval. A tax certificate is ultimately issued by SANEDI to a
taxpayer who will claim the additional tax allowance in the relevant tax year.

2. SARS audits

It has come to our attention that SARS is auditing taxpayers on their S12L claims and asking a number
of questions that are already covered by the SANEDI tax certificate process. While we recognise that
SARS is entitled to audit a taxpayer’s affairs, we are concerned whether the extent of the audit is
beyond SARS mandate and whether SARS has the skills to perform these highly technical audits which
has been allocated to another government agency namely SANEDI, for this reason.

The SARS audits are causing a lot of anxiety for taxpayers as they have already followed a rigorous
process implemented by SANEDI, and are concerned that SARS could be challenging certificates
already issued and claimed unnecessarily.

We attach an example of such a SARS audit request for your review.

3. Our request

We request a meeting to discuss the above process being followed by SARS to establish whether there
is an alternative methodology that SARS could use e.g. to approach SANEDI to understand their
process of sign off of the certificates.

We look forward to working with you on this matter.

Yours sincerely

Duane Newman
Chair: SAIT Business Incentives Working Group
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