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Attention:  the Committee Secretaries, Mr Allen Wicomb and Ms 
Teboho Sepanya (Standing Committee on Finance) and Mr Nkululeko Mangweni (Select 
Committee on Finance), 3rd Floor, 90 Plein Street, Cape Town 8000 
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To: Hon. J Maswanganyi, MP, Chairperson: Standing Committee on Finance (National 
Assembly) and Hon. YI Carrim, MP, Chairperson: Select Committee on Finance (National 
Council of Provinces) 

From: Dr Ramola Naidoo 
Date: 3 July 2020 

SUBMISSION on the Disaster Management Tax Relief Administration Bill [B12-2020] 
and Disaster Management Tax Relief Bill B11-2020 

My submission is in bold text below after the text of the draft B12-2020 Bill and 
B11-2020 Bill. 

B12-2020: 

“To provide for tax measures in order to assist with alleviating cash flow burdens on tax 
compliant micro and small to medium sized businesses arising as a result of the 
COVID-19 pandemic and measures taken under the Disaster Management Act, 2002; to 
provide for the employees’ tax treatment of donations to the Solidarity Fund; to provide for 
a change in the value-added tax category of vendors to effect monthly returns and refunds; 
and to provide for matters connected therewith. 

Definitions:   

‘‘Solidarity Fund’’ means the Solidarity Response Fund, registered with the 15 Companies 
and Intellectual Property Commission as a non-profit company under registration number 
2020/179561/08. 

Donations to Solidarity Fund 
5. An employer may, for purposes of paragraph 2(4) of the Fourth Schedule to the Income 
Tax Act, deduct from remuneration so much of a donation to the Solidarity Fund made by 
the employer on behalf of the employee either— 
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(a) during a period of three months commencing on or between 1 April and 1 July 45 2020
— 
(i) as does not exceed 33.33 per cent of that remuneration per month after deducting 
therefrom the amounts contemplated in items (a), (b) and (bA) of that paragraph; and 
(ii) for which the employer will be issued a receipt as contemplated in 50 section 18A(2)(a) 
of the Income Tax Act; or 
(b) during a period of six months commencing on 1 April 2020— 
(i) as does not exceed 16.66 per cent of that remuneration per month after deducting 
therefrom the amounts contemplated in items (a), (b) and 
(bA) of that paragraph; and 55 
(ii) for which the employer will be issued a receipt as contemplated in 
section 18A(2)(a) of the Income Tax Act. 

My submission: 

The Disaster Management Act regulations Regulation 2 (6), Release of Resources, 
Government Gazette No 43107 GN 318, 18 March 2020, provide that all donations 
must be deposited into the Reconstruction and Development Fund. (It is instructive 
that the Solidarity Fund has been given a life of its own in conflict with this 
Regulation and in conflict with the PFMA, as below). 

Section 13 (1)(e) of the Public Finance Management Act 1999 specifically excludes 
money received from donors from being deposited into the National Revenue 
Fund.  Instead subsection 13(1)(e) states that the money received by the national 
government from donor agencies must be deposited into the Reconstruction and 
Development Fund.   

On what legal basis was the Solidarity Fund established as a CIPC non-profit 
company instead of the money from donors being deposited into the 
Reconstruction and Development Fund directly controlled by the National Treasury?  
Further the Income Tax Act (see text below) stipulates that the public benefit 
organisation must be controlled by at least three persons who must not be 
connected with each other.  The Minister of Trade and Industry and the Minister of 
Finance both serve on the board of the Solidarity Fund.  They are connected with 
each other by virtue of their public office as Cabinet members.  There is nothing 
inherently wrong with the Solidarity Fund being established by way of a non-profit 
company.  Section 13 of the Companies Act provides for an organ of state to be able 
to incorporate a non-profit company.  But it is arguable that section 96 of the 
Constitution may limit the appointment of Cabinet members to a board of an NPC 
(that is purported to be a private non-profit company) even of they are not paid as 
the disbursements of the moneys from the Solidarity Fund may give rise to a 
conflict of interest.  Those who control the fund must be neutral and not have any 
association with the government.  A family relative may be involved in the sale or 
distribution or manufacture of essential goods required during the Lockdown, for 
example, water tanks or mealie meal. 

There is a media report in relation to the UIF Fund which paid out a large sum of 
money to a fraudulent claimant who created a company and fictitious employees.  A 
deposit of donor funding into the RDP Fund does not necessarily mean therefore 
that fraud will not take place.  While it is understandable that the Solidarity Fund 
may have noble intentions, there has to be clarity on whether donors can in future 



disburse funds in ways other than through the Reconstruction and Development 
Fund. 

Apart from my submission on the Solidarity Fund, there must be innovative small 
businesses which can benefit from seed grants and business training instead of 
funding small businesses which would inevitably have failed without 
COVID-19.  The same businesses which have failed may excel in other ventures that 
support green technology, intellectual property, and any business that supports 
climate change risk-mitigating innovation.  These Bills before the committees refer 
to qualifying micro-businesses or qualifying taxpayers in a broad and general way 
subject only to the existing tax legislation.  It is submitted that qualifying micro-
businesses and taxpayers be restricted based on longer-term risk-informed 
sustainable development goals and in compliance with the Republic’s international 
obligations.  The definition of “micro-business” must be clarified.  

Note on a broader issue not relevant to these Amendment Bills.  But it may be 
relevant to a broader issue of tax incentives (deferrals and payments) for taxpayers.  
For instance, there are tax deferrals for qualifying taxpayers and this could include  
pharmaceutical manufacturers who have not been affected by the Lockdown.  
Further tax deductions by any of them even if up to ten percent will benefit the 
companies rather than the National Revenue Fund. 

B11-2020 and B12-2020 

I also oppose tourism for hunting of wildlife and these businesses should not 
receive any tax incentives or deductions through the other Bill (for employers 
B11-2020) before the committee. 

Climate change must feature in this Bill as well rather than simply leaving it to the 
Carbon Tax Act, the National Treasury and other departments must be proactive to 
fund disaster risk reduction programmes relating to natural disasters such as the 
drought, floods, fires, and earthquakes.  I am concerned that these long term risks 
are being sidelined by the government in the name of COVID-19.   

“Deduction in respect of donation to COVID-19 disaster relief organisation and 
increase in annual donations limit for donations to Solidarity Fund 
8. (1) There must be allowed to be deducted, in accordance with section 18A of the 
Income Tax Act, subject to subsection (2), from the taxable income of any taxpayer, 
so much of the sum of any bona fide donations made by that taxpayer in cash or of 
property made in kind, which was actually paid or transferred during the year of 
assessment by that taxpayer to a COVID-19 disaster relief organisation.” 

Submission:  There must be provision for a tax deduction for any donations made in 
respect of the disaster, drought.  Since the impact of climate change results in 
drought, floods, and the progressive extinction of species, there should be an 
ongoing incentive such as tax deductions to protect the ecosystem and the 
economy.  The National Treasury cannot prefer one disaster over another especially 
when the International Monetary Fund (IMF) has urged its members, including South 
Africa, to ensure that the mitigation of climate change must be a high priority in 
respect of investments, government policies on the economy, and critical 
infrastructure development. 



With regard to COVID-19, and to the mitigation of climate change, it makes no sense 
for wealthier companies and high-end earners to receive a tax deduction for making 
a donation in respect of a medical emergency.  While tax-deductible donations to 
museums, art galleries and so forth play a significant role in wealthy taxpayers 
donating to the arts and culture, there is arguably a moral obligation on their part to 
make a donation without asking for anything in return in respect of COVID-19 and 
climate change.  Lower-income taxpayers or Small and Medium-Size Enterprises 
may, however, be more willing to be generous with their reduced profits if they are 
given a tax deduction for donations. 

It is interesting to note that direct donations from a taxpayer (individual) directly to a 
fellow citizen or resident in the Republic will not be tax deductible as the 
amendment specifically refers to donations to disaster relief organizations.   

There must be a cost/benefit analysis of the amount donated and the tax saved (up 
to 10%) and then a comparison with a scenario if tax were paid directly to SARS for 
the same full amount if no donation were given in that tax year.  Would the tax 
deduction favour SARS and the fiscus or would it be worse off? 

Unless this amendment is re-defined as set out above, I would not support this 
amendment.   

B 11-2020:  

“COVID-19 disaster relief organisation deemed to be public benefit organisation 
7. (1) Any COVID-19 disaster relief organisation must be deemed to be a public benefit 
organisation, as defined in section 30(1) of the Income Tax Act for the purposes 35 of that 
Act, if that COVID-19 disaster relief organisation— 
(a) carries on a public benefit activity contemplated in paragraph (a) of the definition of 
‘‘public benefit activity’’; and 
(b) meets the requirements set out in section 30(3) of that Act and is approved, as 
a public benefit organisation, by the Commissioner, subject to— 40 
(i) that COVID-19 disaster relief organisation complying with all the conditions imposed by 
section 30 of that Act in respect of a public benefit organisation; and 
(ii) any power granted to the Commissioner to withdraw the approval of 
any public benefit organisation under section 30 of that Act. 45 
(2) If the Commissioner has not approved any COVID-19 disaster relief organisation as a 
public benefit organisation or small business funding entity by 31 July 2020, the 
organisation must— 
(a) within six months or such longer period as the Commissioner may allow in order to 
consider an application for approval made on or before that date; or 50 
(b) as part of the dissolution of the organisation, 
transfer, or take reasonable steps to transfer, its remaining assets to any public benefit 
organisation, institution, board or body or the government as contemplated in section 30(3)
(b)(iii) of the Income Tax Act, failing which, an amount of taxable income, determined as 



contemplated under section 30(7) of that Act at the end of the day on 55 31 July 2020, 
must be deemed to have accrued to that COVID-19 disaster relief organisation on 1 
August 2020. 
(3) Subsection (1) is deemed to have come into operation on 1 April 2020 and applies until 
31 July 2020. 
    (4) Subsection (2) is deemed to have come into operation on 1 April 2020.” 

My submission: 

The registration of the disaster relief public benefit organisation (PBO) needs to be 
clarified in section 7(1) of the Disaster Management Tax Relief Act.  The deeming 
provision appears to be misleading as an unregistered organisation may apply to 
SARS for registration as a PBO in terms of the Income Tax Act (see text of section 
30 below) and the Employment Incentive Tax Act 2013.  The Commissioner in 
respect of the Income Tax Act and related tax legislation can only register a PBO for 
tax purposes.  A PBO must additionally be registered either as a PBO with the 
Department of Social Development or with CIPC as a non-profit company.  The 
Income Tax Act provides that a PBO means a non-profit company but it makes no 
reference specifically to other PBOs registered under the Department of Social 
Development which are probably exempt from income tax.  There is a vague 
reference to the Commissioner approving public benefit activities.  This must be 
clarified.  There are many organisations which provide disaster relief on an ad hoc 
basis especially when there is a disaster or emergency.  They may not fall within 
those qualifying for this tax relief.  There could, for instance, be a sole proprietor 
who is registered as a trader with a local authority and would not qualify for tax 
relief.  There are also sole proprietors who may outsource work and not be 
employers.  I am not a tax expert and perhaps I am missing something.  Would any 
public benefit activity qualify for VAT exemption?   

In section. 7(2) there is reference to a “small business funding entity”.  This needs 
to be clarified.  Again the same question arises as to whether this is a non-profit 
company registered with CIPC.  The language in this Bill needs to be aligned with 
other applicable legislation. 

Disaster Management Tax Relief Administration Bill 

“Donations to Solidarity Fund 
5. An employer may, for purposes of paragraph 2(4) of the Fourth Schedule to the Income 
Tax Act, deduct from remuneration so much of a donation to the Solidarity Fund made by 
the employer on behalf of the employee either— 
(a) during a period of three months commencing on or between 1 April and 1 July 45 2020
— 
(i) as does not exceed 33.33 per cent of that remuneration per month after deducting 
therefrom the amounts contemplated in items (a), (b) and (bA) of that paragraph; and 
(ii) for which the employer will be issued a receipt as contemplated in 50 section 18A(2)(a) 
of the Income Tax Act; or 
(b) during a period of six months commencing on 1 April 2020— 
(i) as does not exceed 16.66 per cent of that remuneration per month after deducting 
therefrom the amounts contemplated in items (a), (b) and 
(bA) of that paragraph; and 55 



(ii) for which the employer will be issued a receipt as contemplated in 
section 18A(2)(a) of the Income Tax Act.” 

My submission:   

The employees in the public service have been guaranteed their salaries while being 
absent from work.  It is arguable that not every government department is so 
overwhelmed by the lack of sanitary equipment and poorly-disinfected offices to 
avoid working.  This provision gives those same employees the opportunity to make 
a donation and still claim a portion of that donation as a tax deduction.   

Employees in the private sector fall into different categories.  Some supermarket 
chains have paid their employees even when they have been absent during Levels 5 
and 4.  But do they earn enough to make donations to the Solidarity Fund?  Yet, 
some may still be giving some form of donation with their meagre income.  That 
donation is not covered by section 5 above.  Most other employees of companies 
have not been paid during the Lockdown.  Further there are many workers who 
work as assistants to freelancers or to professionals, or who work as professionals 
or consultants or to other self-employed individuals who earn a living from a trade 
or occupation which does not fall in the category of a micro business or a qualifying 
taxpayer.  If anyone gives a donation to a taxpayer providing hot soup to the 
homeless or to refugees in the streets, that will not be eligible for any tax deduction.  
There seems to be an underlying incentive to direct all donations to the Solidarity 
Fund and this is discriminatory. 

Change in Value-Added Tax Category 
6. (1) Notwithstanding anything to the contrary in the Value-Added Tax Act, a vendor 
registered under a Category A or Category B tax period is deemed to fall within a Category 
C tax period if that vendor, for the purposes of section 28 of that Act, furnishes 
a return to the Commissioner and calculates the tax payable by or refund due to the 5 
vendor in respect of a month that falls within the two months that constitute the Category 
A or Category B tax period: Provided that— 
(a) the calculation of tax payable by or refund due to the vendor, must be done in 
accordance with section 16 of that Act, as if the vendor falls within the 
Category C tax period; and 10 
(b) such vendor shall furnish a return to the Commissioner and calculate the tax payable or 
the refund due to the vendor, in respect of the month corresponding 
to the month in which the Category A or Category B tax period ends. 
(2) In respect of a vendor registered under a Category A tax period, this section 
commences during the April to May 2020 tax period and ends during the June to 15 July 
2020 tax period and will operate for a maximum period of four months. 
(3) In respect of a vendor registered under a Category B tax period, this section 
commences during the May to June 2020 tax period and ends during the July to August 
2020 tax period and will operate for a maximum period of four months. 

My submission: 

Section 6 is not practical.  If you are a VAT vendor, then filing has already been done 
for VAT 201 return period 2020/04. The next date is 2020/06 due next week.  SARS 
consultants have already been giving mixed messages to the effect that if filing is 



not done timeously then the taxpayer will be liable for penalties and interest if there 
is VAT payable.  Section 6(1) should also be reviewed for a revision of the categories 
permanently.  SARS does not distinguish small businesses and professionals from 
SMMEs and Large businesses.  I recommend that filing should be extended 
permanently to six months from two months, if the VAT payable is lower than R250 
000.00. 

Deferral of provisional tax 
3. (1) A qualifying taxpayer that is a provisional taxpayer may— 
(a) during the period commencing on 1 April 2020 and ending on 30 Septem- 
ber 2020, in respect of provisional tax payable in terms of paragraph 21(1)(a) 40 or 23(a) 
of the Fourth Schedule to the Income Tax Act during the period, 
pay 15 per cent instead of one half of an amount equal to the total estimated liability (as 
determined in accordance with paragraph 17 of the Fourth Schedule) for normal tax in 
respect of the relevant year of assessment less the total amount of—  
(i) any employees’ tax deducted by the taxpayer’s employer during the year up to the date 
the provisional tax is due and payable; and 
(ii) any tax proved to be payable to the government of any other country which will qualify 
as a rebate under section 6quat of the Income Tax Act; 
and 50 
(b) during the period commencing on 1 April 2020 and ending on 31 March 2021, 
in respect of provisional tax payable in terms of paragraph 21(1)(b) or 23(b) of 
the Fourth Schedule to the Income Tax Act during this period, pay 65 per cent instead of 
an amount equal to the total estimated liability (as finally determined in accordance with 
paragraph 17 of the Fourth Schedule) for 55 normal tax in respect of the relevant year of 
assessment less the total amount of— 

4(i) any amount paid as provisional tax for the year within the period ending six months 
after the commencement of the year; 
(ii) any employees’ tax deducted by the taxpayer’s employer during the year; and 
(iii) any tax proved to be payable to the government of any other country 5 which will 
qualify as a rebate under section 6quat of the Income Tax Act. 

My submission: 

I do not object to the amendment and deferral of payments in respect of provisional 
tax.  But I wish to point out that the payment of provisional tax is a problem in 
normal times.  Instead of separating different categories of taxpayers, provisional 
tax is applicable to anyone who holds a savings account even if there is no tax due 
to SARS.  It becomes a huge administrative problem to file a provisional tax return 
instead of a single annual return.  What is unfair is that the wealthy and high-end 
earners can employ tax practitioners who find loopholes to evade tax.  Yet 
taxpayers who earn little but save their money in an interest account have to file 
provisional tax returns.  Public servants or private sector employees who earn high 
salaries but do not save any of their money, pay their tax through their employer 
either through their monthly income (PAYE) or at the end of the year in a single 
payment.  When amending this Act, there should be further amendments to reduce 
the red tape for those self-employed and who save money in interest-bearing bank 
accounts.  



END NOTES: 

Income Tax Act 

30.   Public benefit organisations.—(1)  For the purposes of this Act— 
“public benefit activity” means— 

(a) 
any activity listed in Part I of the Ninth Schedule; and 
(b) 
any other activity determined by the Minister from time to time by notice in 
the Gazette to be of a benevolent nature, having regard to the needs, interests 
and well-being of the general public; 
[Definition of “public benefit activity” substituted by s. 22 (a) of Act No. 30 of 2002.] 
Wording of Sections 

“public benefit organisation” means any organisation— 
(a) 
which is— 
(i) 
a non-profit company as defined in section 1 of the Companies Act or a trust or 
an association of persons that has been incorporated, formed or established in 
the Republic; or 
[Sub-para. (i) substituted by s. 41 (1) (a) of Act No. 17 of 2009, by s. 53 (1) (a) of Act 
No. 7 of 2010 and by s. 79 of Act No. 31 of 2013.] 
Wording of Sections 
(ii) 
any branch within the Republic of any company, association or trust 
incorporated, formed or esta-blished in any country other than the Republic 
that is exempt from tax on income in that other country; 
[Para. (a) substituted by s. 24 (1) (a) of Act No. 20 of 2006 deemed to have come into 
operation on 2 November, 2006 and applicable in respect of any year of assessment 
commencing on or after that date. Sub-para. (ii) substituted by s. 25 (1) (a) of Act No. 8 
of 2007 and by s. 41 of Act No. 60 of 2008.] 
Wording of Sections 
(b) 
of which the sole or principal object is carrying on one or more public benefit 
activities, where— 
(i) 
all such activities are carried on in a non-profit manner and with an altruistic or 
philanthropic intent; 
(ii) 
no such activity is intended to directly or indirectly promote the economic self-
interest of any fiduciary or employee of the organisation, otherwise than by 
way of reasonable remuneration payable to that fiduciary or employee; and 
(iii) 
. . . . . . 
[Para. (b) amended by s. 24 (1) (b) of Act No. 20 of 2006 deemed to have come into 
operation on 2 November, 2006 and applicable in respect of any year of assessment 



commencing on or after that date. Sub-para. (iii) substituted by s. 45 (1) of Act No. 45 
of 2003 and deleted by s. 22 (a) of Act No. 3 of 2008.] 
Wording of Sections 
(c) 
where— 
(i) 
each such activity carried on by that organisation is for the benefit of, or is 
widely accessible to, the general public at large, including any sector thereof 
(other than small and exclusive groups); 
(ii) 
. . . . . . 
[Sub-para. (ii) deleted by s. 24 (1) (c) of Act No. 20 of 2006 deemed to have come into 
operation on 2 November, 2006 and applicable in respect of any year of assessment 
commencing on or after that date.] 
Wording of Sections 
(iii) 
. . . . . . 
[Definition of “public benefit organisation” substituted by s. 22 (b) of Act No. 30 of 2002. 
Sub-para. (iii) deleted by s. 24 (1) (c) of Act No. 20 of 2006 deemed to have come into 
operation on 2 November, 2006 and applicable in respect of any year of assessment 
commencing on or after that date.] 
Wording of Sections 
(2)  Any activity determined by the Minister in terms of paragraph (b) of the 
definition of “public benefit activity” in subsection (1) or any conditions 
prescribed by the Minister in terms of subsection (3) (a) must be tabled in 
Parliament within a period of 12 months after the date of publication by the 
Minister of that activity or those conditions in the Gazette, for incorporation 
into this Act. 
[Sub-s. (2) substituted by s. 22 (c) of Act No. 30 of 2002.] 
Wording of Sections 
(3)  The Commissioner shall, for the purposes of this Act, approve a public 
benefit organisation which— 
(a) 
complies with such conditions as the Minister may prescribe by way of 
regulation to ensure that the activities and resources of such organisation are 
directed in the furtherance of its object; 
(b) 
has submitted to the Commissioner a copy of the constitution, will or other 
written instrument under which it has been established and in terms of which it 
is— 
(i) 
required to have at least three persons, who are not connected persons in 
relation to each other, to accept the fiduciary responsibility of such 
organisation and no single person directly or indirectly controls the decision 
making powers relating to that organisation: Provided that the provisions of 
this subparagraph shall not apply in respect of any trust established in terms of 
a will of any person; 
[Sub-para. (i) substituted by s. 22 (d) of Act No. 30 of 2002 and amended by 
s. 53 (1) (b) of Act No. 7 of 2010.] 
Wording of Sections 



(ii) 
prohibited from directly or indirectly distributing any of its funds to any person 
(otherwise than in the course of undertaking any public benefit activity) and is 
required to utilise its funds solely for the object for which it has been 
established; 
[Sub-para. (ii) amended by s. 22 (e) of Act No. 30 of 2002, by s. 28 (1) (a) of Act No. 32 
of 2004, by s. 24 (1) (d) of Act No. 20 of 2006 and by s. 25 (1) (b) of Act No. 8 of 2007 
deemed to have come into operation on 2 November, 2006 and applicable in respect of 
any year of assessment commencing on or after that date.] 
Wording of Sections 
(iii) 
in the case of a public benefit organisation contemplated in paragraph (a) (i) of 
the definition of “public benefit organisation” in subsection (1), required on 
dissolution to transfer its assets to— 
(aa) 
any public benefit organisation which has been approved in terms of this 
section; 
[Item (aa) substituted by s. 22 (b) of Act No. 3 of 2008.] 
Wording of Sections 
(bb) 
any institution, board or body which is exempt from tax under the provisions of 
section 10 (1) (cA) (i), which has as its sole or principal object the carrying on 
of any public benefit activity; 
[Item (bb) amended by s. 51 (1) (a) of Act No. 15 of 2016 deemed to have come into 
operation on 1 April, 2016 and applicable in respect of years of assessment commencing 
on or after that date.] 

“30(3)  The Commissioner shall, for the purposes of this Act, approve a public 
benefit organisation which— 
(a) 
complies with such conditions as the Minister may prescribe by way of 
regulation to ensure that the activities and resources of such organisation are 
directed in the furtherance of its object; 
(b) 
has submitted to the Commissioner a copy of the constitution, will or other 
written instrument under which it has been established and in terms of which it 
is— 
(i) 
required to have at least three persons, who are not connected persons in 
relation to each other, to accept the fiduciary responsibility of such 
organisation and no single person directly or indirectly controls the decision 
making powers relating to that organisation: Provided that the provisions of 
this subparagraph shall not apply in respect of any trust established in terms of 
a will of any person; 
[Sub-para. (i) substituted by s. 22 (d) of Act No. 30 of 2002 and amended by 
s. 53 (1) (b) of Act No. 7 of 2010.]” 
END excerpt from Income Tax Act 
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