LEARNERSHIP TAX INCENTIVES
FOR EMPLOYER ORGANISATIONS


1. Tax breaks for employers who enter into registered learnership agreements 

Legislation has recently been promulgated (by way of the insertion of section 12H into the Income Tax Act no. 58 of 1962) that provides income tax breaks to employers who enter into registered learnership agreements with learners.

The tax breaks offered to employers are the following:

2. In respect of a learner who is not employed with the employer at the time of entering into the learnership:

· Upon entering into a registered learnership agreement (on or after 1 October 2001 but before 1 October 2006), a deduction from income equal to the lesser of R25 000 or the annual equivalent of the remuneration of the learner; and

· Upon completion of the registered learnership agreement (on or after 1 October 2001), a deduction from income equal to the lesser of R25 000 or the annual equivalent of the remuneration of the learner.

3. In respect of a learner who is employed with the employer at the time of entering into the learnership:

· Upon entering into a registered learnership agreement (on or after 1 October 2001 but before 1 October 2006), a deduction from income equal to the lesser of R17 500 or 70% of the annual equivalent of the remuneration of the learner; and

· Upon completion of the registered learnership agreement (on or after 1 October 2001) a deduction from income equals to the lesser of R25 000 or the annual equivalent of the remuneration of the learner.
The above provisions have been amended as follows:
· For the employer hosting employed learners, 70% of annual remuneration or R20 000,00 (previously R17 500) will be exempted on registration of an agreement
· For the employer hosting unemployed learners,70% of annual remuneration or R30 000,00 (previously R25 000)
· On completion- R30 000,00 for both (employed & unemployed, previously R25 000)
· That means an employer hosting employed learner may have a total tax break of up to R50 000, 00 per annum 
· and employer hosting unemployed learner may have a total tax break of up to R60 000,00 per annum
 
Learnership agreements must be registered with the appropriate SETA and the employer must comply with various administrative and disclosure requirements before the tax deductions will be allowed.  Contracts of apprenticeship registered in terms of section 18 of the Manpower Training Act no. 56 of 1981 also qualify as registered learnership agreements. 

Employers who require further information may contact the SETA where they are registered for purposes of administration of the Skills Development Act no. 97 of 1998. 
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