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TAX EXEMPTION DEADLINE LOOMS FOR PREVIOUSLY EXEMPT PUBLIC BENEFIT ORGANISATIONS

The clock is ticking for 1 100 non-profit organisations that were previously exempt from paying tax under the old provisions of the Income Tax Act to reapply to the South African Revenue Services (SARS) for tax exempt status. Non-profit organisations (NPOs) have until 31 December 2004 to reapply for public benefit organisations status in order to retain their tax-exempt status.

According to Head of SARS Tax Exemption Unit, Mr. Alfred Kowo there are more than 1 100 public benefit organisations, who were previously granted tax exempt status who have yet to reapply. He urges those organisations that have not yet reapplied to submit their applications.

Organisations that were formed prior to 2000, and previously granted tax exemption under Section 10 of the Old Income Tax Act include:

· Religious, charitable and educational institutions;

·  Organisations providing residential care to the aged, housing, medical services, research, nature conservation, or cultural activities. 

· Amateur sporting associations, organisations providing social and recreational amenities or facilities for members; 

· Associations promoting the common interest of persons carrying on a particular business, profession or occupation; 

· Trade unions; 

· Chambers of commerce or industry, and

· Local publicity associations; and fidelity or indemnity funds.

Initially these organisations were given a deadline of 15 July 2002 and then later 31 December 2003 to reapply for tax exemption. The Minister of Finance later extended the date to 31 December 2004 to ensure that organisations have sufficient time to meet this deadline. It is unlikely that this deadline will be extended again. Organisations that fail to meet this deadline will lose its tax exemption status.

An organisation that looses its tax exempt status, also forfeits the benefits that come along with it, such as, exemption from the payment of transfer duty, stamp duty, capital gains tax, estate duty, donations tax and skills development levy.

NPC’s Tax Lobbyist, Advocate Kyle Reinecke says, “We urge organisations who were previously granted tax exempt status to reapply for registration timeously. We do not want an undesirable situation where organisations lose their tax-exempt status, which could ultimately impact on their financial sustainability”. 

Obtaining tax exemption status is an important measure for organisations seeking funding. NPC’s Executive Director Tracy Fortune explains, “Applying for tax exempt status is a prerequisite for organisations wanting to register for donor deductibility status (Section 18A). Donors are attracted to public benefit organisations with donor deductibility status as this enables them to deduct up to five (5%) percent of their gross receipts from their taxable income”.
BACKGROUND OF NPC

· NPC is the only non-profit organisation in South Africa that exclusively deals with South African non-profit law.
· NPC’s mission is to create an enabling environment for civil society particularly, Community Based Organisations (CBOs), through advocacy, applied research and formation of partnerships for capacity building and support services.

· Prior to its formation, the NPC traded as The Non-Profit Partnership (NPP) - a partnership between the UK-based Charities Aid Foundation (CAF), the South African National NGO Coalition (SANGOCO), The South African Grantmakers Association (SAGA) and Kagiso Trust. 

· The NPP was launched in 1998 to focus on promoting the financial sustainability of the non-profit sector by providing financial services and advice to the non-profit sector, as well as lobbying for better tax benefits to enable the sector to increase its financial sustainability to rise above the ongoing funding crisis.

· The NPP developed the Income Tax Campaign, which had its origins in The Independent Study into an Enabling Environment for NGO's commissioned by the Development Resources Centre in 1992. This brought about major changes in the tax laws for NPOs.

· Through workshops and seminars, the NPP rose awareness about the tax concessions.

· It emerged that much more was needed to ensure the sustainability of the non-profit sector. The NPP began re-examining its focus and expanded its scope of work to include a wider range of legislation and provide support services
· In 2002, The Non-Profit Consortium was born as a separate legal entity – Section 21 Company.
For further information, please contact Executive Director, Tracy Fortune on +27 21 422 3413 or 084 490 2084 or Tax Lobbyist Kyle Reinecke on  +27 21 422 3413 or 084 834 5593.
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