Section 12 H of the Income Tax Act: Deduction in respect of learnership agreements
The following is a description of and not an extract from the Act

	On 5 August 2002, the President of South Africa, HE Thabo Mbeki signed into law the Taxation Law Amendment Act. This amendment ensures that companies get tax rebates for actively participating in the skills development process through offering learners, both employed and unemployed learnership opportunities. The Tax Act will make available to employers a tax allowance of R17 500 for each employed learner and R25 000 for each unemployed learner on registration of the learnership agreement. A further tax allowance of R25 000 per learner will be make available on completion of the learnership.
The allowance shall be considered in respect of all learnership agreements entered into since 1 October 2001. It is likely that the SETA will be required to furnish employers with tax certificates verifying the existence of learnership agreements for which employers may wish to claim the tax allowance.
When is the Tax applicable?
It is allowed as a deduction form the income derived by any employer during any year of assessment, where:
1. that the employer during that year of assessment entered into a registered learnership agreement with a learner in the course of any trade carried on by that employer; or 

2. a learner during that year of assessment employed any registered learnership agreement entered into by that employer with that learner during that year or any previous year. 

How much can be deducted by the employer as a tax allowance when a learner enters into a learnership?
1. Did the employer employ the learner at the time of entering into the agreement; 

An amount equal to the lesser of- 

1. (aa) 70 per cent of the annual equivalent of the remuneration of that learner stipulated in the agreement of employment; or 

2. (bb) R 17 500. 

2. Was there no contract of employment between the learner and the employer at the time of entering into the agreement? 

An amount equal to the lesser of - 

1. (i) the annual equivalent of remuneration of that learner stipulated in the agreement f employment: or 

2. (ii) R25 000. 

How much can be deducted by the employer as a tax allowance when a learner completes a learnership?
An amount equal to the lesser of - 

1. the annual equivalent of he remuneration of that learner stipulated in the agreement of employment; or 

2. R25 000. 

What must the employer do to qualify for the allowances?
The employer must provide the Receiver of Revenue with - 

1. the name of the SETA with which the learnership agreement is registered; 

2. the title and code of the learnership allocated and issued by the Director-General: Department of Labour in terms of regulation 2(3) of the Learnership Regulation, 2002; 

3. the full names and identification number of the learner contemplated in the registered learnership agreement; and 

4. proof that the employer has complied with all requirements of the Skills Development Levies Act, 1999 (Act No. 9 of 1999). 
	


