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CONTRACTS AWARDED IN THE ABSENCE OF TAX CLEARANCE CERTIFICATES

PURPOSE

The purpose of this circular is to inform Accounting Officers {AOs), Accounting
Authorities, Chief Financial Officers {(CFOs) and the Provincial Parliament of the
disclosure requirements to be included in the 2011/12 annual financial statements
regarding coniracts awarded in the absence of tax clearance certificates.

BACKGROUND

2.

The legality of practise and instructions notes is once again a contentious issue in
the current year,

The PPPFA Regulations 2001 state that “No contract may be awarded o a person
who has failed to submit an original Tax Clearance Certificate from the South
African Revenue Service ("SARS") certifying that the taxes of that person to be in
order or that suitable arrangement have been made with SARS”.

The PPPFA Regulations 2011, effective 07 December 2011 states that “No tender
may be awarded to any person whose tax matters have not been declared by the
South African revenue Service to be in order™.

The Supply Chain Management Guide for Accounting Officers/ Authorities dated
February 2004 and the Policy Strategy to Guide Uniformity in Procurement Reform




Processes in Government dated 07 April 2003 states that  “..., suppliers must
demonstrate "good standing” as far as all their tax, levy and service charge
obligations are concemed as a prerequisite for doing business with government”'.

For the purposes of the Western Cape Provincial Departments "good standing” is
normdlly confirmed by the issuing of a tax clearance certificate by SARS, or a letter
confirming “good standing”, or that the relevant company has made acceptable
arrangements with SARS.

Government departments therefore do nof have the authority to contract with
suppliers in the absence of the aforementioned.

The absence of tax clearance certificates was reported as irregular expenditure in
the accounting records of the Province in the 2010/2011 financial year. I} is the
view of the Provincial Treasury that, notwithstanding the National Treasury's
response that in the absence of a Tax Clearance Certificate, the expenditure is not
automatically irregular, the Provincial position that was adopted in 2010/2011 be
maintained.

REQUIREMENT

9.

10.

To avoid any further disputes with the assurance providers, until the matter is
appropriately addressed by National Treasury, the Departments and Entities are
required 1o raise iregular expenditure in cases where the awards of contracts were
not supported by a tax clearance certificate or a letter of good standing from
SARS.

As this matter is still under discussion with National Treasury, Provincial Treasury will
deal consistenily with the condonation of iregular expenditure in the 2012/13
financial year.

~

gosh ™"
PROVINCIAL ACCOUNTANT-GENERAL
DATE: 30 May 2012




