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The Standing and Select Committees on Finance

By email: awicomb@parliament.gov.za, tsepanya@parliament.gov.za, nmangweni@parliament.gov.za

17 July 2020

Dear Sirs and Mesdames

Representations on the Disaster Management Trax Relief Bill and the Disaster 
Management Tax Relief Administration Bill
We present herewith our written submissions on the above Bills. The submissions, for the most part, 
constitute those made to National Treasury and SARS.

Our submissions include a combination of representations, ranging from serious concerns about the 
impact or effect of certain provisions to simple clarification-suggestions for potentially ambiguous 
provisions. We have deliberately tried to keep the discussion of our submissions as concise as possible, 
which does mean that you might require further clarification. You are more than welcome to contact us in 
this regard.

As always, we thank the Standing and Select Committees on Finance for the ongoing opportunity to 
participate in the development of the SA tax law.

Yours sincerely

Kyle Mandy
South Africa Tax Policy Leader
Director
Tax Practitioner: PR – 0011393
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1:

Increase in the expanded employment tax 
incentive amount allowable
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Money Bill:
Clauses 2 to 6

Comment Recommendation

It is concerning that the relief afforded by by an earlier version of the draft 
money Bill (i.e. dated 1 May 2020) was reduced in the version published in 
the version published on 19 May and in the final Bill (which is essentially 
unchanged from the version published on 19 May insofar as the employment 
tax incentive relief is concerned).

In essence, the formulae contained in section 7 of the Employment Tax 
Incentive were changed from the earlier draft of the Bill, and this change 
effectively reduced the quantum of the relief for those paid less than R2000 
per month. The change also only became evident at a point (i.e. late May) 
when the relief had already been claimed for April. 

To add to the concern, the information provided on the SARS website 
reflected the provisions of the first draft Bill until the end of June. The result 
was that taxpayers relied on this information for purposes of making claims 
for at least the months of April and May. 

The effect is that a portion of the relief announced by government and on 
which taxpayers relied is now proposed to be withdrawn with retrospective 
effect.

Consideration should be given to reversing 
the change made in the 19 May version of the 
draft Bill back to the relief afforded by the 
earlier version of 1 May.

1. Increase in the expanded employment tax incentive amount allowable 
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Money Bill:
Clauses 2 to 6

Comment Recommendation

The ETI does not apply to domestic workers. Domestic 
workers are vulnerable to a loss of employment as a result of 
employers themselves losing their jobs or income.

The ETI should temporarily be expanded to cover domestic 
workers.

1. Increase in the expanded employment tax incentive amount allowable 
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Money Bill:
Clauses 2 to 6

Comment Recommendation

The ETI does not apply to workers earning R6,500 or more 
per month. This has the result that the support will not apply 
to such employees who will remain vulnerable to a loss of 
jobs as a result of the crisis.

The ETI should temporarily be expanded to cover employees 
earning R6,500 or more per month, perhaps bringing it in 
line with the TERS limit of R17,712.

The expanded ETI provides for a diminishing level of 
support for employees earning more than R4,500 per month. 
While there may be a rationale for this in the context of the 
original ETI as an incentive for the employment of 
inexperienced youth, there is seemingly no rationale for this 
in the context of the temporarily expanded ETI, which has as 
a primary objective the protection of employment in the 
current crisis. Employees earning more than R4,500 are just 
as vulnerable to losing their jobs as are those earning less 
than R4,500. The diminishing subsidy does little to support 
any jobs, particularly where the remuneration nears the top 
end of the range. In addition, the diminishing subsidy adds 
significant complexity to the expanded ETI in an 
environment where simplicity is crucial.

It is recommended that the expanded ETI subsidy should be 
made a flat amount per month.

1. Increase in the expanded employment tax incentive amount allowable 
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Deferral of employees’ tax
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TAX BILL:
Section 2

Comment Recommendation

Although the amount of employees’ tax that may be 
deferred has been increased from 20% to 35%, this still 
provides little in the way of support for most small 
businesses, certainly when considered in isolation of other 
support measures. Firstly, for many small businesses, most 
employees fall below the tax threshold and hence there is 
no employees’ tax (or little employees’ tax) to be deferred. 
Secondly, even where employees’ tax is deductible and 
payable to SARS, the quantum of the relief is negligible 
relative to the remuneration paid by the employer. To 
illustrate, where employees’ tax is deducted from an 
employees remuneration at an effective rate of 25% (a 
relatively high rate for a small business), the employees’ tax 
deferred amounts only to 8.75% of the remuneration. In 
fact, the actual employees’ tax deferred will be somewhat 
lower than the actual employment cost to the employer 
when deductions and exemptions (e.g. retirement fund 
contributions) are taken into account. To add to the 
negligible benefit, the benefit is merely a short term timing 
benefit with the tax having to be paid within the space of a 
few months.

Consideration should be given to increasing the extent of the 
deferral, both in terms of the quantum (to at least 50%) and 
the timeframe thereof. 

At the very least, this measure needs to be complemented 
with other measures (beyond what is already in place) in 
order to provide meaningful support to small business.

2. Deferral of employees’ tax 
 

9

Administration 
Bill:
Clause 2
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Comment Recommendation

The deferral of 35% of employees’ tax  does not extend to 
larger businesses. Large businesses are not immune from the 
cash flow constraints resulting from the lockdown. However, 
little to no support is available to them. A number of large 
businesses are on the verge of failure as a result of the 
pandemic and in need of support. While it is possible for 
large businesses to apply for instalment payment 
arrangements, there is no certainty that SARS will grant 
these and they still attract interest at high rates.

Consideration should be given to extending relief to larger 
businesses, even if this is to a relatively lesser extent than for 
small businesses.

2. Deferral of employees’ tax
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Administration 
Bill:
Clause 2
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TAX BILL:
Section 2

Comment Recommendation

It is not clear how the obligation to pay only 65% of the 
employees’ tax due will operate in conjunction with the 
employment tax incentive. Para 2(1) of the 4th Schedule 
provides that the employees’ tax deducted must, subject to the 
Employment Tax Incentive Act (ETI Act), be paid to SARS. 
Section 2 of the ETI Act allows the employer to reduce the 
employees’ tax payable by the ETI. What is unclear is whether 
the 65% is applied to the gross employees’ tax liability or the net 
liability after deducting the ETI. It is submitted that it should be 
applied to the gross employees’ tax liability and not the net 
liability in order not to dilute the benefit of the ETI.

The 65% rule should be clarified to apply to the gross 
employees’ tax liability before deducting the ETI.

No provision is made for the possible extension of the deferral of 
payment of the employees’ tax liability or adjustment of the 
extent of the liability deferred. Given the uncertainty associated 
with the pandemic, it would be advisable to provide for 
sufficient flexibility for the deferral periods and quantums to be 
adjusted without having to return to Parliament to amend the 
legislation. Given that this is not a money bill, Parliament may 
delegate authority to the Minister of Finance in this regard.

The Minister of Finance should be given the power to 
amend the period subject to deferral, the period over 
which the deferred liability must be paid and the 
quantum of the liability which may be deferred.

2. Deferral of employees’ tax
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Administration 
Bill:
Clause 2
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TAX BILL:
Section 2

Comment Recommendation

The wording of the relief from the 10% late payment penalty 
and interest is imprecise. It cross-references the 65% portion 
of the employees’ tax that is actually payable, rather than the 
deferred portion. 

The relief should cross-reference subsection (2) rather than 
subsection (1).

Despite the relief afforded, many businesses that defer their 
liability may still not have sufficient cash to meet the 
deferred liability when payment thereof becomes due.

Consideration should be given to lengthening the period 
during which the employees’ tax may be paid and/or 
providing specific debt relief provisions in the event that the 
company is unable to meet the deferred liability when it 
becomes due.

2. Deferral of employees’ tax 
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3:
Increasing the gross income limit for 
deferral of payment of provisional tax for 
small to medium businesses
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Administration 
Bill:
Clause 3

Comment Recommendation

Please see the comments above relating to the definition of 
a “qualifying taxpayer”, which are equally applicable in 
respect of the proposed deferral of provisional tax.

The deferral of provisional tax does not extend to large 
businesses. Large businesses are not immune from the 
cash flow constraints resulting from the lockdown. 
However, little to no support is available to them. A 
number of large businesses are on the verge of failure as a 
result of the pandemic and in need of support. While it is 
possible for large businesses to apply for instalment 
payment arrangements, there is no certainty that SARS will 
grant these and they still attract interest at high rates.

Consideration should be given extending relief to large 
businesses, even if this is to a relatively smaller extent than 
for small businesses.

No provision is made for the possible extension of the 
deferral of payment of the provisional tax liability or 
adjustment of the extent of the liability deferred. Given the 
uncertainty associated with the pandemic, it would be 
advisable to provide for sufficient flexibility for the deferral 
periods and quantums to be adjusted without having to 
return to Parliament to amend the legislation. 

The Minister of Finance should be given the power to amend 
the period subject to deferral, the period over which the 
deferred liability must be paid and the quantum of the 
liability which may be deferred.

3. Increasing the gross income limit for deferral of payment of provisional tax for small to medium businesses 
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Administration 
Bill:
Clause 3

Comment Recommendation

It is noted that it is proposed that no penalty for an 
underestimate of taxable income in terms of para 20 of the 
4th Schedule be imposed in respect of the provisional tax 
deferred. This appears to be misplaced. At best, it is arguably 
nonsensical as the penalty is leviable in the event of an 
underestimate of taxable income, which in turn is what 
drives the deferred provisional tax, rather than on underpaid 
provisional tax itself. At worst, it potentially gives taxpayers 
carte blanche to underestimate taxable income for the 
second provisional tax payment without fear of any penalties. 
Perhaps what should be done is that there should be no carte 
blanche relief from the underestimate penalty, but rather 
relief from the computation of the quantum of the penalty in 
the case of deferred provisional tax payments. In this regard, 
the penalty is levied on the tax payable on a percentage of the 
actual taxable income less provisional tax paid by the 
end of the year of assessment. It is suggested that this 
should be adapted to include deferred provisional tax paid by 
the effective date.

The relief from underestimate penalties should be 
reconsidered.

3. Increasing the gross income limit for deferral of payment of provisional tax for small to medium businesses

15
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Skills Development Levy holiday



PwC

Comment Recommendation

No provision is made for the possible extension of the tax 
holiday. Given the uncertainty associated with the pandemic, 
it would be advisable to provide for sufficient flexibility for 
the tax holiday to be extended without having to return to 
Parliament to amend the legislation. 

It is recommended that a similar power be conferred on the 
Minister of Finance to that in section 3(2) of the SDL Act to 
allow him to make an announcement by way of notice 
extending the tax holiday in whole or in part.

4. Skills Development Levy holiday

17
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Clause 11
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5:
Streamlined special tax dispensation for funds 
established to assist with COVID-19 disaster relief 
efforts
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Money Bill:
Clauses 7, 8 and 
10

Comment Recommendation

No provision is made for the possible extension of the relief 
mechanisms. Given the uncertainty associated with the 
pandemic, it would be advisable to provide for sufficient 
flexibility for the period of the relief to be extended.

It is recommended that a power be conferred on the Minister 
of Finance to allow him to make an announcement by way of 
notice extending the period of the relief, subject to 
Parliament subsequently passing legislation to this effect.

It is unclear what purpose clause 7 serves. In essence, a 
COVID-19 disaster relief organisation will have to comply 
with all requirements to be a PBO, including approval by the 
Commissioner. In effect, it reads “Any COVID-19 disaster 
relief organisation must be deemed to be a public benefit 
organisation … if that COVID19 disaster relief organisation ... 
is approved, as a public benefit organisation ... by the 
Commissioner”. This renders the provision entirely 
superfluous as the organisation could simply register as a 
PBO in terms of section 30 of the ITA.

Clause 7 serves no purpose as a COVID-19 disaster relief 
organisation would have to comply with all requirements of 
being a PBO in any event, including approval. This hardly 
provides for a streamlined tax dispensation and requires 
reconsideration. An earlier draft of the Bill deemed a 
COVID-19 disaster relief organisation to be a PBO, whereas 
the final Bill requires approval as a PBO.

5.Streamlined special tax dispensation for funds established to assist with COVID-19 disaster relief efforts
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Money Bill:
Clauses 7, 8 and 
10

Comment Recommendation

Clause 8 serves no purpose in light of section 7 as the 
COVID-19 disaster relief organisation would in any event 
have to be approved as a PBO.

Clauses 7 and 8 require reconsideration to be coherent.

5. Streamlined special tax dispensation for funds established to assist with COVID-19 disaster relief efforts
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6:

Adjusting PAYE for donations made through the 
employer to the Solidarity Fund
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Administration 
Bill:
Clause 5

Comment Recommendation

The proposal for a 33.33% over 3 months or 16.66% over 6 
months deduction for PAYE purposes creates complexity and 
uncertainty as to its application. The 6 month rule also does 
not dovetail with the additional donations tax relief which is 
only available until July. For example, assume in April an 
employee donated 25% of remuneration to the Solidarity 
Fund and reduced this to 10% in May, June and July. The 
question arises as to whether a deduction for PAYE can be 
made in the month of July if a deduction of 33.33% was 
made for April. 

It is suggested that a simpler approach would be to allow for 
a deduction of donations of up to 33.33% of remuneration 
per month, commencing in April for a period of 6 months. 
However, to ensure that excess relief is not provided, the 
cumulative donations deducted for the year should not 
exceed 10% of the annualised remuneration for the month.

The proposed PAYE relief should be simplified by providing 
for a monthly and cumulative annual limit.

Where necessary, the effective dates for the various 
proposals should be aligned.

6. Adjusting PAYE for donations made through the employer to the Solidarity Fund 
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Administration 
Bill:
Clause 5

Comment Recommendation

The limited period for which the relief applies is too 
restrictive. There may not be sufficient time to update payroll 
systems in order to process the additional donation. Some 
systems may not even allow for updating of this information 
and this may result in the employer either having to forego 
the enhanced claim (possibly for up to two months) or risk 
administrative difficulties later.

It is recommended that, within, say, a six month window 
from April to September 2020, employers can elect four 
months in which they can avail themselves of this enhanced 
benefit.  In that way, employers with simpler payrolls or 
fewer qualifying employees can claim for April to July, 
whereas larger employers or employers with complicated 
claims can ensure that there systems and payroll software 
are updated properly first before they claim in, say, June to 
September.

6. Adjusting PAYE for donations made through the employer to the Solidarity Fund 
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7:

Fast-tracking of Valued-Added Tax refunds
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Administration 
Bill:
Clause 6

Comment Recommendation

It is proposed that a taxpayer registered on a bi-monthly 
basis may elect to submit a return on a monthly basis. It is 
anticipated that this will result in a fast tracking of any 
refunds due to the vendor.

From a practical perspective, difficulties are foreseen with 
system errors on a vendor’s eFiling profile which may lead to 
even longer time periods for obtaining of the relevant refund 
than what is normally expected on a bi-monthly category 
basis.

In addition, should a vendor’s VAT position fluctuate month 
to month from a refund to a pay-in position, it is not clear 
whether the vendor will still be allowed to make use of this 
relief measure.

SARS must ensure that the systems and vendors’ eFiling 
profiles are capable of dealing with the anticipated changes, 
without any technical difficulties. This will ensure that the 
aim of the amendment is ultimately achieved and that 
taxpayers electing to make use of this relief measure are not 
negatively affected or disadvantaged compared to the 
position they would have been in had they not elected to 
make use of the relief measure.

It is suggested that a relief measure with regard to penalties 
and interest be introduced in order to deal with the situation 
where these are imposed by SARS as a result of continued 
submission of monthly returns by the vendor and where 
SARS has not notified the vendor that the vendor has 
reverted to a bi-monthly profile once the relief is ended. 

7. Fast-tracking of Valued-Added Tax refunds 
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Administration 
Bill:
Clause 6

Comment Recommendation

From a practical perspective, once the relief ends and a 
taxpayer is not notified that its filing obligations have 
reverted to bi-monthly, some taxpayers (especially small 
businesses) might continue to submit returns on a monthly 
basis. This could result in every second return not being 
recognised by eFiling, resulting in an incorrect VAT 
declaration and unintended penalties and interest being 
levied by SARS. This will not achieve the purpose of the 
proposed relief as an additional financial burden will be 
created for a vendor. This could have a significant impact on 
small businesses in particular.

No provision is made for the possible extension of the relief 
measure. Given the uncertainty associated with the 
pandemic, it would be advisable to provide for sufficient 
flexibility for the relief to be extended without having to 
return to Parliament to amend the legislation. 

National Treasury should clarify if the relief is intended to 
assist taxpayers who might be in a refund position every 
second month (i.e. every other month the vendor has a 
liability towards SARS). Clarification is also required as to 
whether this relief is intended for vendors who are only in 
pay-in positions.

National Treasury should clarify if the relief will be 
automatically ended after the 4-month relief period (i.e. will 
a taxpayer’s profile automatically revert to the normal 
Category A or B submission periods, and whether or not 
vendors will be notified by eFiling of the change).

The Minister of Finance should be given the power to extend 
the period of the relief.

7. Fast-tracking of Valued-Added Tax refunds 
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8:

Deferral of interim payments by micro businesses
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Comment Recommendation

No provision is made for the possible extension of the 
deferral of payment of the interim liability or adjustment of 
the extent of the liability deferred. Given the uncertainty 
associated with the pandemic, it would be advisable to 
provide for sufficient flexibility for the deferral periods and 
quantums to be adjusted without having to return to 
Parliament to amend the legislation. Given that this is not a 
money bill, Parliament may delegate authority to the 
Minister of Finance in this regard.

The Minister of Finance should be given the power to amend 
the period subject to deferral, the period over which the 
deferred liability must be paid and the quantum of the 
liability which may be deferred.

8. Deferral of interim payments by micro businesses
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Administration 
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Clause 4
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Extension of time periods
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Administration 
Bill:
Clause 7

Comment Recommendation

The extension of time periods is insufficiently 
comprehensive. It should also extend to those time periods 
contemplated in sections 37, 42, 42A, 46, 164(6), 167(6)(b), 
179(5) and 190(4) of the Tax Administration Act.

The time periods should be extended for those set out 
alongside.

No provision is made for the possible extension of the 
validity periods for declarations for withholdings tax 
purposes in section 7(3). Given the uncertainty associated 
with the pandemic, it would be advisable to provide for 
sufficient flexibility for this date to be adjusted without 
having to return to Parliament to amend the legislation. 
Given that this is not a money bill, Parliament may delegate 
authority to the Minister of Finance in this regard.

The Minister of Finance should be given the power to amend 
the date referred to in section 7(3).

9. Extension of time periods
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10: MATTERS NOT ADDRESSED IN 
THE BILLS
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Comment Recommendation

It is noted that additional tax measures to support the economy 
may be required in the coming months. These measures may be 
varied and include changes to a number of different tax types. 
To this end, the law lacks sufficient mechanisms to take swift 
action in this regard, generally only allowing for changes to 
taxes to be announced in the national budget, subject to 
Parliament subsequently passing legislation to give effect to 
this. This is a constitutional hurdle as only Parliament has the 
power to raise taxes or grant tax relief and is not able to delegate 
this power to the executive. The current mechanisms in the tax 
Acts are insufficient in the current circumstances as they only 
allow the Minister of Finance to announce changes (subject to 
Parliament subsequently passing legislation) in the national 
budget. This places taxpayers in an invidious position as there 
exists no legal basis for the tax changes until such time as 
Parliament passes the legislation giving effect thereto.

It is recommended that the Disaster Management Tax 
Relief Bill should make provision for the Minister of 
Finance to announce changes to any taxes contemplated 
in section 77 of the Constitution by way of notice in the 
Gazette or in a national adjustments budget as 
contemplated in section 30 of the Public Finance 
Management Act for a limited time period of 12 months 
and only for purposes of responding to this national 
disaster, subject to Parliament subsequently passing 
legislation giving effect to such changes.
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Comment Recommendation

It is fully acknowledged that, in order to address the significant challenges presented as a result of the 
economic effects of the pandemic, the Bills must be introduced as soon as possible. This is necessary in 
order to limit uncertainty, which - in itself - could create difficulties for all stakeholders in the economy.

The above having been stated, concern has been expressed by many stakeholders that the public 
consultation process could have been more thorough. In this regard, we refer to the Meeting Summary 
(published on the PMG website) in relation to the joint meeting of the Standing and Select Committees 
on Finance held on 23 April 2020 to receive a briefing from the National Treasury (NT) and the South 
African Revenue Service (SARS) on the draft Bills as they were at that date. In light of that Meeting 
Summary, it was widely understood that, once public comments on the draft Bills had been submitted, 
(1) NT and SARS would engage stakeholders through virtual or small workshops, and that the 
Parliamentary Committees would convene public hearings on the draft Bills; (2) following these 
workshops and hearings, NT and SARS will present a response document to the Standing Committee 
on Finance, after which the draft Bills will be revised taking into account public comments; and (3) 
following their revision, the draft Bills would be introduced in Parliament.

There have, however, been no workshops, nor opportunities to present on the draft Bills, and the final 
Bills have already been introduced. Furthermore, neither NT nor SARS have provided any feedback to 
stakeholders in respect of submissions made or made any attempt to engage with stakeholders beyond 
requesting written submissions.

Although the urgency of the 
situation and the need to 
ensure certainty required an 
expedited process for the 
introduction of the Bills, there 
is concern that the opportunity 
to engage on issues raised by 
the draft Bills was far too 
limited.
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Comment Recommendation

The COVID-19 pandemic continues to result in many 
difficulties from both a health and economic perspective.

To alleviate some of the burden created by the pandemic, 
many businesses are co-operating with government to assist 
in different ways, including the following:

●       Providing funding for or making donations for 
various initiatives;

●       Providing infrastructure to assist Government, for 
example building medical facilities; and

●       Providing PPE (personal protective equipment) to 
the Government and the general public as part of 
initiatives to assist Government.

In order to assist businesses to take part in various initiatives 
and to provide assistance where required to alleviate the 
burden created by the pandemic, it is suggested that an 
amendment be included in the Disaster Management Tax 
Relief Bill allowing for a specific input tax deduction for 
businesses that incur expenses in the course of providing 
assistance or minimising the impact of a National Disaster, 
such as the pandemic.

This will enable businesses to continue working with 
Government in providing assistance where necessary, 
including the building of much needed infrastructure such as 
medical facilities, as well as assisting with the provision of 
PPE, donations and other similar activities.

It is further suggested that consideration be given to 
eliminating the need for output tax on the fringe benefit 
when the benefit is provided to combat the impact of the 
pandemic.

34

Money Bill:

Assistance with 
Covid-19 
initiatives
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Comment Recommendation

Activities such as those listed in the previous comment do 
not form part of businesses’ normal enterprise activities for 
VAT purposes. As a result, the VAT incurred by these 
businesses on the acquisitions of such goods or services will 
be denied, resulting in an additional costs for these 
businesses.

Businesses are committed to assisting Government in any 
possible way to minimise the impact of the pandemic. 
However, taking the current economic circumstances into 
account, businesses cannot afford to provide this assistance 
without receiving some relief with regards to the tax incurred 
in doing so.

In addition, the tax which becomes a cost to these businesses 
could further be used for the same relief assistance if this 
were to be unlocked.

In order to assist businesses to take part in various 
initiatives, and to provide assistance where required to 
alleviate the burden created by the pandemic, it is suggested 
that an amendment be included in the Disaster Management 
Tax Relief Bill allowing for a specific input tax deduction for 
businesses that incur expenses in course of providing 
assistance or minimising the impact of a National Disaster, 
such as the pandemic.

This will enable businesses to continue working with 
Government in providing assistance where necessary, 
including the building of much needed infrastructure such as 
medical facilities as well as assisting with the provision of 
PPE, donations and other similar activities.

It is further suggested that consideration be given to 
eliminating the need for output tax on the fringe benefit 
when the benefit is provided to combat the impact of the 
pandemic. 

35

Money Bill:

Assistance with 
Covid-19 
initiatives


