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National Treasury / the South African Revenue Service 

By email: 2020AnnexCProp@treasury.gov.za / acollins@sars.gov.za  

 

Please find below the comments made by membership bodies on the Draft Disaster Management 

Tax Relief Bill, 2020 which have been included in this consolidated submission. 

General comments 

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 taxes. 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. 

It is concerning that these Bills are seemingly not to be tabled and dealt with by Parliament with the 

urgency that they deserve. The Bills should be tabled and passed by Parliament as a matter of 

urgency, including recalling it from recess if necessary. 

Draft Disaster Management Tax Relief Bill, 2020 Consolidated summary 

1. In this Act, “COVID-19 disaster relief trust”, 

means any trust established for the sole purpose of 

disaster relief in respect of the COVID-19 pandemic, 

declared a national disaster on 15 March 2020 by 

the Minister of Cooperative Governance and 

Traditional Affairs under section 27(1) of the 

Disaster Management Act, 2002 (Act No. 57 of 

2002), by Government Notice No. 313 published in 

Government Gazette No. 43096 of 15 March 2020. 

The definition of Covid-19 Disaster Relief Trust is too 
narrow in ambit and should be extended to include 
not-for profit companies as contemplated in the 
Companies Act, 2008 and associations not for gain. 
 
The rationale for this position being that foreign 

donors in particular often wish to make donations to 

non-profit companies as opposed to trusts given that 

they are more familiar with the terms of the 

memorandum of incorporation and the greater level 

of regulation afforded to the terms thereof. In this 

regard, it should be noted that the definition of a 

public benefit organisation includes both trusts and 

non-profit companies. 
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2 (1) Section 6 of the Employment Tax Incentive Act, 

2013, is hereby amended by the substitution in 

paragraph (a) for subparagraph (i) of the following 

subparagraph: 

The ETI does not apply to workers who were 

employed prior to 1 October 2013. No provision is 

made for the relief of this requirement which will 

have 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 

employed prior to 1 October 2013. 

It is unclear how section 4 of the Employment Tax 

Incentive Act with respect to wage regulating 

measures will operate having regard to the UIF’s 

Temporary Employee Relief Scheme. The TERS 

makes provision for the payment of benefits to 

employees for the period of closure of an employer 

of a minimum of R3500. However, the employer may 

still pay the employee some amount during this time 

which, in isolation, is less than a wage regulating 

measure. In such circumstances, section 4 would 

render the employer ineligible to receive ETI. It is 

recommended that section 4 should be amended so 

as to take into account any benefit paid to an 

employee in terms of TERS for purposes of 

determining whether an employee is paid the 

minimum wage. 

The ETI does not apply to workers earning R6500 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 R6500 or more per month. 

“(i) (aa) is not less than 18 years old and not more 

than 29 years old at the end of any month in 

respect of which the employment tax incentive is 

claimed; or 

 

(bb) is not less than 30 years old and not more 

than 65 years old at the end of any month in 

respect of which the employment tax incentive is 

claimed;”. 
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(2) Subsection (1) is deemed to have come into 

operation on 1 April 2020 and applies to any 

remuneration paid on or before 31 July 2020. 

No mechanism is included to allow for a possible 

extension or a change in the value of the benefit of 

the expanded ETI. As such, the proposed law lacks 

sufficient flexibility to address the challenges in the 

current circumstances. It is recommended that a 

similar power be conferred on the Minister of 

Finance to that in section 7A of the ETI Act to allow 

him to make an announcement by way of notice 

extending the effective date or amending the 

amounts stipulated in section 3 of the Disaster 

Management Tax Relief Bill, subject to Parliament 

passing legislation to this effect. 

3. (1) Section 7 of the Employment Tax 

Incentive Act, 2013, is hereby amended— 

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 

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. 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. 

(a) by the substitution in subsection (2) for the 

words preceding paragraph (a) of the 

following words: 

“(2) During each month of the first 12 months in 

respect of which an employer employs a qualifying 

employee contemplated in section 6(a)(i)(aa) or 

6(a)(ii) or (iii), the amount of the employment tax 

incentive in respect of that qualifying employee, if 

the monthly remuneration of the employee is—”; 

 

(b) by the substitution in subsection (2) for 

paragraph (a) of the following paragraph: 

“(a) less than R2 000, is an amount equal to the 

sum of the amount of R500 and an amount equal to 
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50 per cent of the monthly remuneration of the 

employee; 

(c) by the substitution in subsection (2) for 

paragraph (b) of the following paragraph: 

“(b) R2 000 or more but less than R4 500, is an 

amount of [R1 000] R1 500;”; 

 

(d) by the substitution in subsection (2)(c) for 

subparagraphs (ii) and (iii) of the following 

subparagraphs: 

“(ii) ‘A’ represents the amount of [R1 000] R1 500; 

a. (iii) ‘B’ represents the number [0,5] 

0,75;” 

 

(e) by the substitution in subsection (3) for the 

words preceding paragraph (a) of the 

following words: 

“(3) During each of the 12 months after the first 12 

months that the same employer employs the 

qualifying employee contemplated in section 

6(a)(i)(aa) or 6(a)(ii) or (iii), the amount of the 

employment tax incentive in respect of that 

qualifying employee, if the monthly remuneration 

of the employee is—”; 

 

(f) by the substitution in subsection (3) for 

paragraph (a) of the following paragraph: 

“(a) less than R2 000, is an amount equal to the 

sum of the amount of R500 and an amount equal to 

25 per cent of the monthly remuneration of the 

employee; 

 

(g) by the substitution in subsection (3) for 

paragraph (b) of the following paragraph: 

“(b) R2 000 or more but less than R4 500, is an 

amount of [R500] R1 000;”; and 

 

(h) by the substitution in subsection (3)(c) for 

subparagraphs (ii) and (iii) of the following 

subparagraphs: 
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“(ii) ‘A’ represents the amount of [R500] R1 000;  

(iii) ‘B’ represents the number [0,25] 0,5;  

(i) by the insertion after subsection (3) of the 

following subsections: 
 

 “(3A) During each month— 

 

(a) after the first 24 months that the same 

employer employs a qualifying employee 

contemplated in section 6(a)(i)(aa) or 

6(a)(ii) or (iii); or 

 

(b) that the employer employs a qualifying 

employee contemplated in section 

6(a)(i)(bb), the amount of the employment 

tax incentive in respect of that qualifying 

employee, if the monthly remuneration of 

the employee is— 

 

(i) less that R4 500, an amount of R 500;  

(ii) R4 500 or more but less than R6 500, an 

amount determined in accordance with the 

formula: 

 

X = A - (B x (C - D)) 

 

in which formula— 

 

(aa) ‘X’ represents the amount of the monthly 

employment tax incentive that must be 

determined; 

 

(bb) ‘A’ represents the amount of R500;  

(cc) ‘B’ represents the number 0,25;  

(dd) ‘C’ represents the amount of the monthly 

remuneration of the employee; and 
 

(ee) ‘D” represents the amount of R4 500; or  
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(iii) R6 500 or more, an amount of nil.  

(2) Subsection (1) is deemed to have come into 

operation on 1 April 2020 and applies any 

remuneration paid on or before 31 July 2020. 

 

4. (1) Section 10 of the Employment Tax Incentive 

Act, 2013, is hereby amended by the substitution 

for subsection (1) of the following subsection: 

 

“(1) At the end of [the period for which the 

employer is required to render a return in terms of 

paragraph 14(3)(a) of the Fourth Schedule to the 

Income Tax Act] each month, payment of an 

amount equal to the excess contemplated in section 

9(1) must be claimed from the South African 

Revenue Service in the form and manner and at the 

time and place prescribed by the Commissioner for 

the South African Revenue Service.”. 

 

(2) Subsection (1) is deemed to have come into 

operation on 1 March 2020 and applies in 

respect of any remuneration paid on or 

before 31 July 2020. 

 

5. (1) There must be allowed to be deducted, 

in accordance with section 18A of the Income Tax 

Act, 1962 (Act No.58 of 1962), in the determination, 

for the purposes of that Act, of the taxable income, 

as defined in section 1 of that Act, of any taxpayer, 

as defined in that section, so much of any bona fide 

donation by that taxpayer in cash which was 

actually paid during the year of assessment by that 

taxpayer to a COVID-19 disaster relief trust. 

The deduction is limited to cash donations and does 
not apply to the donation of assets. There is an 
urgent need for the manufacture, acquisition and 
donation of personal protective equipment with 
companies prepared to manufacture such items and 
donate these goods to Covid-19 Trusts. The Covid-19 
Trusts should also be expanded to expressly permit 
the receipt and on distribution of such assets. 
 
We believe that more companies can be influenced 
to donate to the COVID-19 disaster relief fund by 
offering a greater donation deduction under Section 
18A. We therefore propose that consideration be 
given to removing the limitation on the deductibility 
of donations to a COVID-19 disaster relief fund. 
Alternatively, the section 18A tax deductible 
donation limit should be increased to a larger 
percentage of taxable income. 
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(2) Subsection (1) comes into operation on 1 

April 2020 and applies in respect of any 

amount paid on or before 31 July 2020. 

The proposal seemingly assumes that the disaster will 

come to an end in July. This is patently not the case 

and the health crisis will be with us for many months 

to come. We therefore recommend that 

consideration be given to extending the suggested 

four-month period to a period of twelve months. 

6. (1) Any COVID-19 disaster relief trust must be 

deemed— 
 

(a) to be a public benefit organisation, as 

defined in section 30(1) of the Income Tax Act, 1962 

(Act No. 58 of 1962) for the purposes of that Act, if 

that COVID-19 disaster relief trust carries on a 

public benefit activity as contemplated in paragraph 

(a) of the definition of “public benefit activity” in 

that section; and 

 

(b) approved as a public benefit organisation, 

as defined in that section, by the Commissioner, as 

defined in section 1 of that Act, under section 30(3) 

of that Act, subject to— 

 

(i) that COVID-19 disaster relief trust 

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, as 

defined in section (1) of that Act to withdraw the 

approval of any public benefit organisation under 

section 30 of that Act. 

 

(2) Subsection (1) comes into operation on 1 

April 2020 and applies until 31 July 2020. 

The effective Date for the Covid-19 trusts should be 

15 March 2020 so the donations made prior to 1 

April are not at risk of being subject to Donations 

Tax. 

The proposal seemingly assumes that the disaster 

will come to an end in July. This is patently not the 

case and the health crisis will be with us for many 

months to come. We therefore recommend that 

consideration be given to extending the suggested 

four-month period to a period of twelve months. 
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7. (1) Any COVID-19 disaster relief trust that is 

not dissolved and the assets thereof are not 

distributed as contemplated in section 

30(3)(b)(iii) of the Income Tax Act, 1962 (Act 

No. 58 of 1962), on or before 31 July 2020, 

must be deemed to be a small business 

funding entity for the purposes of that Act as 

contemplated in section 30C of that Act, and 

must be deemed to be approved as a small 

business funding entity by the Commissioner 

for the South African Revenue Service under 

section 30C(1) of that Act, subject to 

subsections (2) to (7) of that section. 

We propose that a provision be inserted to allow for 
the Minister of Finance to have the 
powers/discretion to extend the proposed 
timeframe to allow the disaster relief trust to 
disburse the funds as per its mandate. This will be 
beneficial for entities that want to wind down the 
entity once the mandate has been executed. 

(2) Subsection (1) comes into operation on 31 July 

2020. 

This date will have to be amended to align with the 
proposed amendment re the timeframe. Thus, we 
propose the deeming provision will come into effect 
12 months after the effective date. 

8. (1) For the purposes of paragraph 2(4) of the 

Fourth Schedule to the Income Tax Act, 1962 

(Act No. 58 of 1962), any amount received or 

accrued from a COVID-19 disaster relief trust, 

must be deducted or excluded from 

remuneration, as defined in that Schedule, in 

calculating the balance of remuneration as 

referred to in that paragraph. 

The funds may not be received by employees 

directly from the fund, but may instead be received 

through an employer.  It is unclear from the 

proposed amendment whether funds received in 

this manner would be subject to employees’ tax in 

the ordinary course or whether it is intended that 

such funds constitute remuneration. 

This uncertainty should be clarified and it should be 
made clear whether remuneration paid by an 
employer from funds received from a Covid-19 relief 
trust is to be excluded or not in terms of paragraph 
2(4) of the Fourth Schedule to the Income Tax Act. 

(2) Subsection (1) is deemed to have come into 

operation on 1 April 2020 and applies in 

respect of any amount received or accrued 

on or after that date but on or before 31 

July 2020. 

The proposal seemingly assumes that the disaster 

will come to an end in July. This is patently not the 

case and the health crisis will be with us for many 

months to come. We therefore recommend that 

consideration be given to extending the suggested 

four-month period to a period of twelve months. 

9. Sections 2, 3 and 4 must not apply in respect of 

any employer registered as such with the 

South African Revenue Service after 1 March 

2020, as contemplated in Chapter 3 of the Tax 

Administration Act, 2011 (Act No. 28 of 2011). 
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10. This Act is called the Disaster Management Tax 

Relief Act, 2020. 
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