
Draft Tax Administration Laws Amendment Bill 2020

Comments for proposed changes to Section 10(1)(q)

Addressing an anomaly in the 
tax exemption of employer provided bursaries



Salary sacrifice as a component of the exemption creates an opportunity for employers to partake in addressing the skills shortage in South Africa in a time
where our economy needs it most. Not only does this address the skills shortage in our country, it also allows for employers to play a positive role in
promoting both basic and tertiary education. South African employers are undoubtedly under severe pressure following the aftermath of the COVID 19
pandemic. Countless employers were forced to close their operations resulting in enormous job losses which in turn had a disastrous effect on South
Africa’s already shocking unemployment rate. Some of those employers who have been fortunate enough to survive the first half of 2020, implemented
salary cuts and many of these employers will take years to recover – if they are indeed able to recover at all. As for employees, most were not spared the
brunt of the pandemic.

It is a well-known fact that the bursary scheme as contained in the Act, went unnoticed since its inception. After the inclusion in 2006 of the salary sacrifice
element, employers were still not capable of implementing the benefit themselves due to their lack of knowledge and expertise when it comes to the
interpretation of the Income Tax Act.

Implementing the benefit in a compliant manner, requires not only extensive knowledge and expertise of the Act, it also requires an administrative burden
which employers simply do not have capacity for. Historic statistics up to 2017 attests to this, and shows negligible numbers reflecting the use of the
bursaries. In the past three years, service providers established models to implement the benefit on behalf of employers in such a way that it does not have
a financial impact on the employer. Having no financial impact on the employer, was crucial in establishing a model whereby service providers could
implement the bursary scheme on behalf of employers as employers have been and still are under severe financial strain.

The result of service providers offering the implementation of the bursary to employers was that qualifying employees were able to both participate in
Government’s initiative to address the skills shortage in the country, and to also have a more favourable PAYE liability as a result of them contributing
towards education in our country.

The unfortunate reality is that there are service providers and employers who are abusing this particular section in the Act, and this is exactly what needs
to be addressed.
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Below a summary of the number of taxpayers and the amount which has been
recorded in the annual SARS Tax Statistics as released by SARS for the employer
provided bursaries.

• From 2003 to 2009 there was a slight increase in the use of the bursaries.
• 2013 to 2015 showed a similar increase.
• However, after 2016 there seems to be a decline in the number of taxpayers

making use of the bursaries.

Tax Statistics
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Year Nr of Taxpayers Amount 
2003 10 003 R61 000 000.00 
2004 10 710 R62 000 000.00 
2005 11 175 R62 000 000.00 
2006 10 615 R64 000 000.00 
2007 10 982 R69 000 000.00 
2008 10 272 R81 000 000.00 
2009 10 316 R82 000 000.00 
2010 7 R0.00 
2011 1 R0.00 
2012 34 R0.00 
2013 7 236 R90 000 000.00 
2014 7 331 R103 000 000.00 
2015 7 455 R110 000 000.00 
2016 7 084 R93 000 000.00 
2017 5 703 R86 000 000.00 
2018 4 458 R81 000 000.00 

 



• Recent Statistics SA data which found that almost two in every 10 potential learners
are unable to attend school or a tertiary institution due to a lack of funds.

• For 2019 : The estimated cost of educating a child at school is about R130.50 a day
(school fees R112/day).

• The second main barrier to education is
financial constraints. These include the cost
of schooling (the reason given for 13% of
children not attending schools) – which
would also include related costs such as
uniform and transport – and the opportunity
costs of education where children have
family commitments such as child minding
(4%) or are needed to work in a family
business or elsewhere to support household
income (2%).
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3Education at a Glance: OECD Indicators (OECD, 2019[1]) is the authoritative source for information on the state of education around the world. It
provides data on the structure, finances and performance of education systems in OECD and partner countries.

• Approximately 8.2 million (40.1%) of South Africa's 20.4 million young people aged
15 to 34 are not in employment, education or training of any sort, according to the
latest figures released by Statistics SA in the Quarterly Labour Force Survey (QLFS).



• Tertiary attainment in South Africa is the lowest across all OECD and partner
countries, with the majority of the population having an upper secondary or post-
secondary non-tertiary qualification as their highest level of education.

• Tertiary attainment in South Africa is the lowest across all OECD and partner countries,
with the majority of the population having an upper secondary or post-secondary non-
tertiary qualification as their highest level of education.
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• Tertiary qualifications are less common in South Africa. Only 7% of adults have a
tertiary education, the lowest among all OECD and partner countries. Tertiary
attainment is equally low among younger adults: only 6% of 25-34 year-olds were
tertiary educated, also the lowest across OECD and partner countries and well
below the G20 average of 38%.

• For every hundred national tertiary students in South Africa, four are enrolled
abroad. About half of them study in English-speaking countries: Australia (8%), the
United Kingdom (17%) and the United States (23%).

• According to UNICEF only 22.0 per cent of South African children could read at the
appropriate Grade level.

Research

5

Some of the key goals of the NDP to be realised by 2030 include:
• Ensure universal access to one phase of ECD, namely Grade R (Reception year

prior to Grade 1);
• Improve South Africa’s standing in international comparative standardised tests

by providing performance benchmarks;
• Eradicate all infrastructure backlogs by 2030; and
• Ensure that all schools are funded at the minimum per learner levels determined

nationally, and that funds are utilised transparently and effectively.



Over all spheres of the economy, an unprecedented number of employees lost their jobs due to the closure of their place of work. In certain cases,
employers implemented retrenchments and although this could be seen as a short term survival tactic, adding to the job losses does not bode well
for our economy or it’s sustainability. Employees who weren’t retrenched had to accept reduced salaries and in an already struggling economy, the
outcome had a negative effect on households across South Africa. Employees are faced with the daunting task of cutting expenses in a way that
they can continue to survive financially and still provide for the basic needs of their families. It must be noted that all of the above has, and will
continue to have, a far reaching disastrous effect on the education in South Africa.

The proposed amendment of removing the salary sacrifice element for bona-fide bursaries, will not only be detrimental to employers and
employees – education in our country will suffer the most.

Whilst it has been said that Government wants to do as much as possible to promote and uplift education in South Africa, removal of the element
of a salary sacrifice in Section 10(1)(q) can in fact be seen as the exact opposite. With movements such as Fees Must Fall it is understandable that
Government cannot oblige fully with their requests for free education for all. Government can however do their part by not amending Section
10(1)(q) with the proposed amendments. It is a well-known fact that the bursary scheme as contained in the Act, went unnoticed since its inception.
After the inclusion in 2006 of the salary sacrifice element, employers were still not capable of implementing the benefit themselves due to their lack
of knowledge and expertise when it comes to the interpretation of the Income Tax Act.

Research
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Research
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The result of service providers offering the implementation of the bursary to employers was that
qualifying employees were able to both participate in Government’s initiative to address the skills
shortage in the country, and to also have a more favourable PAYE liability as a result of them
contributing towards education in our country. The unfortunate reality is that there are service
providers and employers who are abusing this particular section in the Act, and this is exactly what
needs to be addressed.

It is thus crucial to amend Section 10(1)(q) in a manner that will:
(a) eliminate the abuse by service providers and employers;
(b) allow Government to participate and lead the way in both skills upliftment and contribution to

Education
(c) have a low impact on the fiscus.

Regulating the element of salary sacrifice

• Enforce the inclusion of valid compliance elements of a salary sacrifice to be present for
compliance to Section 10(1)(q) such as policies, agreements and other compulsory regulatory
documentation;

• Include a salary re-structuring with required compliance elements whereby employees
themselves expend the bursary amount and are subsequently required to provide proof of such
expenditure; this is similar to other salary structures which are currently available whereby
employers are allowed to structure the salaries of employees in the most efficient way for the
employee’s PAYE contribution;



Requesting the extension and implementation of the proposed amendments

• Delay the implementation of the proposed amendments to take place within three
years from now.

This will allow Government to participate in assisting employees to benefit from a
tax deductible education benefit which has numerous positive outcomes such as
the upliftment of skills in the country, whilst providing a much needed
temporary boost to both the economy and education in South Africa to lessen
the damaging results which COVID 19 has left on these industries.
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