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Anaging a company's taxes is be-

coming increasingly complicated

as & result of rapid globallaation

and the resultant increase in tho

sophistication of tax legislation in-
rinding that of South Africa.

This, in turn, nscalatea the risk of underpayment
of taxes including penalties and interest. Liability
for non~compliance can attach to both the public
officer (2 tox office which. carries the inherent risk
of personal lisbility for the company’s outstanding
taxas) and the directors of the company who have
fiduciary duties in common law towards the com-
pany and its shareholders to carractly manage the
company’s taxes,

As a rasult, many companies are putsourcing the
tax management function which includes tax plan-
ning as well as tax compliance.

Outsourcing can be daflined as the assumption
of a specific task or a series of tasks by an inde-
pendent service provider. 1L is important to note
that outsourcing does not entall the delegation of
responsibility {or the company’s tax affairs which
remAins with the public officer and the
directors of tho company.

Greater tax complexity as a re-
sult of globalisativn means that
mrsourcing will bacoms a much
more important managemant tool
for global corporate groups to en- |
sura profitabls com patition,

Whilst it is difficult for an in-
housn tux {unction lo keep abreast
of local Sauth African related tax de-
velopments, it is almost impossible (0 keep

abreast of global tax development especially if the

group oparates in many tax Jurisdictions.

Further, the steady improvement In the tax col-
lection ability of the South African Revenus Serv-
ica means that mors management attention will
need to be paid to corract treatment of business
transactions.

In A global atudy carried out in most First World
tax jurisdictions by ‘Yankelovich Partners, almost
laaif the executives interviewed indicatnd that busi-
nass procass outsoursing had increased in impor-
tance in thair busineasas.

Many also indicated that their strategic business
plans took outspureing into consideration as an es-
zential elemaont. Various benellls of sutsourcing
were identified.

Companies were allowed to focus on care husi-

TO: 8115366746 P:4-8

‘! P

e A
O

Vo 0

ness. Thare was a gein in outsido sxpertise, access
to advanced technology and improved service qual-
itv.

" The business processes that thesa axacutives In-
dicated as most frequently outsourced featured tax
compliance and tax planning,

QOutsourcing tax management assists in achiav-
ing tax sfficiency thereby reducing tax costs. The
reason i that a profossional sarvice provider will
know of and apply successful planning techniques
1o which the company would otherwise not have
had access, Oufgovrcing tax managament therefors
not only enhances process etfficiency, but cost offi-
ciency, contributing to increased competitiveness.

South Africa has enthusiastically joinerd the in-
ternational tax arona by
+ therapid conclusion of a wide tax treaty network,
% the introduction. of CFC legialation.

% transfer pricing legislation and
% the world-wide taxaiion of Investment income,

In fact, South Africa’s tax treaty netwaork is fast
becoming one of the widest in the world, All these
changes mean [hat rellance will increas-
ingly be placed on overseas procedenta
and best practices for optimum tax man-
agement.

Furtbarmors, intarnational tax ex-
pertise is highly mobile with the bost
technical experts emigrating to First
World couniries. South African com-
panies increasingly find that they are
losing their international tax experts just
at thn tima whon thay naed them most.

W Outsourcing of tax management is becom-
ing essential.

Only thosae sexvice providers with firat clags
global knowledge monngement systems are in a po-
sition to toke on these outsourced functions because
they have the necessary knowledge and skills base
and also the raquired International tax nxparts basad
in South Africa.

One of the reasons is that these service provid-
ars Ar0 in a batter position to offer technical expearts
a career path than South African corporates, In-
deed. this is the sama problem baing faced in the IT
industry and is the reason for the huge recent up-
surge in the outsourcing of IT functions.

While outsourcing of international tax services
15 ot A naw phenomonon, it i3 becoming an increas-
ingly essential management tool. The choice of serv-
ice providar and the definition of the scope 'of tax
taske will rasultantly becoma moro imporiant.
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