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“
cost of training”
{a) inthe :'[’i’“‘? P
{ the case of training provid
k2 vided by ¢ XPay
by the iaxpayer, the cost of remuneration of
et of employees of th
vees of the taxpayer

g5 128121
and registored in terms of seation 18 of
d in who
10 are eraployed ¢ o
K1Y xclusively o : Al
ot )M vide o
provide training te the taxpayer’s employe: g
v miployees and the cos .
g st of training

wregistered tearnership agreemem“ means—
{4y & contract of apprent ceship entered 180 pafore § October 2016
the Manpower Training Act, 1981 (Act D 36 of 1981}, if the minimum period of frajning TEQUIC
terms of e Conditions of Apprt'miceship preseribed i terms of section 13 (2) (b) of that Act before the ratert
4ppreNtics is permiticd © undergo a trade is more than {2 motiths; OF . @ i x‘.ermls:
{Pare. (@} cubstituted by 5. 36 (@) of Act N 22 0f201 1] : 5} in the case of waining provided by
muck of the cost charged e v & person that is a connected person i
emplayees who are emplnv;dy ;L]ico{mem‘.j person as i in'c;ngér:s‘)n in relation  the taxpayer, s
used by the connectad pcrélm mopi,(:g:vf;fqicl-htrami_ng io the zaxpav::yrs »:pfijzgg: t o§ the rcmzmezatior; 30?”
i svige the training; and yor's employees and the cost of materials

(/\I 1 any other <ase, e o the taxpayer © traiung charged by the person providing the tramnin
)] vy oth ase, the oost to th £ thi b ]
‘ ast 1 the i
PAYET O, 1ing charged by th 154 P
S e o g ; t, . POrsQn provid Snin
d. ate of agpr pyal™ means the date of the & pprovai contemplated in subsection (8
“gy eenileld ,pn);( ¢ means & project that represepts a whotly pew induasirt PI(OI act which does not wiilise
. H £ : sents oily pew i
ny mantfacturing assets other than whol ¥ acw al d unused mrnnfactur (\ . SEELS! et ” .
Y 1y ac L ITINg Asset . .
. " & .
C SJ]LU‘ or mainly for the manufactiee of

Act, 1998; and

agrecment that
ordance with 1
a learner an
[Sub-pa. (i) substituted
edacation and fraining authori
sach in sectiont 1 of that ASt

is Development Act, 199% {Act No. 97 of 1998}
his Act and st ph (B}, where
cgisteres learn

Skills Development
d an employer before t Octuber 2016:
by 5. 36 (M of Aci Mo, 24 of 20113

Y astablished in erms

5y a tearaership
o registered in ace
ard IpLG DRtWeeR

{iiy ente
of section 9 {1y of the Skills

UCts, 800d$, arli

“industrial proj
tadus i roject” means &
?thclAvilxnga within the Rc;‘)ubh’c ‘t‘hj .
a) s classified upder “Mai
s ola ncer “Mak S|
Classification € Major Division 3: M i
Cin D eor D B 3 3 anufacturing” |
(b} in the case of pr(sdugrsra(l){oi;o dz-l}?e SIC Code”) issued %W S{&“Z}:‘iﬁrgmlﬂ T';:cem e
is of the view will be ¢l goods, articies or things whi . it st
i e classified as o 1gs which are not yer classi '
Bl > PR SH <o) od i yei clas e adjudiont
bh‘_f')k’ts not include the manufacture o FIERIpIeed i pargrapt () i ——
@Y spirits and e fo i
) m;d Omihy! a;»(ﬂml from fermented products and wine (8!
s ok eors and e G1C. Code 3 ¢ wine (SIC Code 3051 )
¢ ) obacee products (SIC Cade 3060); + Code 3032 |
iv s it :
\m z:m; az:d e;mmumémn (SIC Code 3577); and
a-fuels i that manufs megatively i
. nufactere negatively §
R tively impacts on food security i
) ‘ I ely security in the Republic;
?5; Y s Somall ns any building, plant or mackinery j{cquil ) P
@ main iy Dogus e —— |
g b e or or brought into
of that companyawithin the Rzgx‘g:l?g :) fihc Republic for the purposes of carryt
Gy e Reptiolc:an s of carrying on an industrial proj
wdbra dodaction in terrms of section 12C (1) (), 13 3 e
2C £1) (@), 13 or 3guaf,

“gETA” means 8 gectof
199%. and defined

Act, 19987 means the SK
deductions ailowable in terms of
ment & learner 18 3 party 16 & ¥

Development Act
“Skilis pevelopment
[ORG In addition to a1y
%y during any year of assess
employer; and

(1) that agroement
(izere must, in that yeas
smount of R30 00,
(b) Where
for 2 period of less then 12
shat i alloswed t© be deducted in v
of R30 000 the same ratio as the wumber of full months
¢3) In addion 10 any deductions allowable in erms
() during any year of assessment @ jeamer 15 a pArggio @

csiod of less than 24 full months;
tradecartied on by

employes fora P
was entered 00 pursuant 10 &
ghip Buring that year o

Jbject (0 paragral
crship agTeSgRENT Wikl ¢

carried on by thal caaployers
derivedly that empl

registered jearnexship gpeement v contemplated i
the year of & SSmei 2 optemplated it pz&mgraph (4), the amount’ |
Y must be limited to 32 amouni which bears L0 4B WNOWY,
shat the leatner 158 party shat aghcoment Bears to 2.

olihis Ak where—
gistered feargl

oyer from thal cade an

info pursuant o 2 rrade

was entered
Jeducted from the ncone

e allowed ta be
n paragraph {4

a learner is 3 paity © a
full months during
ms of that paragrap

ership agreement with it

that employgl #nd
f gsscsfment,

from thafTade an

(i) that agreement
(iy) that tearner successiully completes that Learney
shere must. ti that yean pe attowed 10 be deducted {ronl (he income derive § by that eraployer
o witl qua
s ofighis Act where ; st includes anyiig
; rsiiip agrecrictl with ¢ §Déﬁmﬁox: oix:r;:‘:;:fﬁf vement 10 such building, plant ar machi
; 3 nanpfachuing asset” . i ¢ g
- a5 Mo comn substituted by 5. 24 (1 (a) of Ac ‘3&?7- 3
“ I ¢ of v R Ast No. 17 of 2009 desmed 10 have ¢
coding on or sfter | Jan,:.d,-v h.f;f;,)‘;’mc i operation
YV, LY,

amount of R30 000,

1o any deductions alowable (n tert
vear of assessmens 2 Jearper isf@ P4y 0
iod that equals of exceeds 24 84l months;
entered inte pursuant 6 2 irade carried 01 V¥ {hat efmpioyel and

tetes that searnership suring that year of usggsseRty

dncted from he income detived by tiak Sinpleyer from, {hear trad
ber Of COTSEClive 12 montls pegiPds withig the ducdtivn G

Feoy gmemd Ay 3 ¢
- f"\, or the S8 0 is section, if 2 iaxpaycr L(JILp]C(tA an improvement as condemnplated in section
a 1 )F PUITIOSES OF this s $2
figi Pshad he & o b .>‘ o T Facturi N 3 3
e improvementShail be deemed o'bc 3 New i l‘)‘ ACiUr e )Sv’ anc the expenditing mweured
; he mnrov 3 11; and unused manufacturing asset o th . I [’ )
3 dX‘ pdyvez )O Lopicts e w m.o L"!,.’ICAEI)&{M” Je deemed to be h;‘ Cost hat new and unused
Ao % I. 1! [. 1 I t the $t of that ae
i<, {1 A¥imseried by 5. 26 (13 (o) of At K 2010 with effect from the date of promulgation of that Act,
S & ried b G Act No. 7of 201 ith effcet from the d iy it
'y e sdditio 1 any other deductions anﬂ‘t\debl; vo his Act, 2 b(’mpﬂll; may, vub (A-«. (.t subsectior
sleduetan amonnt (hereinafier roferre x(n as an additic estment allowance) eqizal i ‘
| : i fer z
. Onilf referred A ditiona: Inv it} ? .
E 5 .. ~ i ‘ | v
| 20 e{[ oen! 8. CO§ 0. any new and unused manufactur (7) U . dusirial 1C
J : g asset used in an ind
i 5 p.t t of th t of d 4 5ed. usirial polic
i} 100 per cent of the cost of any new and 1SCa manulacturing asset ysea i a rigl p C‘
< Y and unused uring asset used
¥ od in ap indusirial
t fact drial palicy

4y In addition
(i) guring any
cmployer for @ per

(i) that agreement was

(i) that learnet successfully comp
there must, 18 ihat yeat, b¢ allowed to be de
000 multiplied by the num

amount of R3C

agreement.

(5) Where 8 {earner comcmplated in subsection [NE)]

n 13 (3athe \ine of entering into the jearnership agrecment, the amo
ot of R20 000.

onigd) is a person writh l@idisability (85 dcﬁn_eé
NS contemplated in subsectigi i
Bepuent whero e jearner thal

5echol
{3y0x (4) must e increased by an amou
{6) This section does fot apply in respect of any registered jeamership g8
party 10 that agreement previous&y feiled 1o complete 20Y other registRd Ramership agreement ¥
registered learnesship agreement contains {he same educatior. and iz e gomponcntas shat othor Te8L: /
\earnership agreeroent. : project with preferred status that §
P with which 2 Jeamnership agreement tas been registercd @8 ottemp ity i bstitured by 3. 24 ’?)(’f).yf > that i located within an industrial de
nister aby information releting 16 (hatjcarneashio [BE . 1 Fantary, zﬁlzind(a AV“ f\b" 17072009 and by 5. 37 (1) ,) - A"\’eklpmem 2008, or
dhat the Ministet presSHBESIE {1} 35 per cent of the cost 2 ’ :" le in respect of projects ap{;m\\:;da(_;:\;; ;;22; ‘f’r 2011 with effect froa
praject other than an in dus?y new and unused manufacturd ¢ that dute.]
rial policy projcot with n uring asset used in any industyi
proj ith preferred status; or v industrial policy

(7) Any SEY
broit to the Mi
anner and

it Act, 1998, must Su
a the place and tine
i cligible for an¥ ded 4
~ 7S per o
: v cext of the cost of
> of any new an -
y new and unused manufacturing assei used i
s sod in any indusidial poli
policy

Developioes
required by the Minister in ihe forn and m
ot of each year of assessracnt during which an employst )
it to the SETA with wiiich the \carnersbip afl
SETA i the fort o praject other
SR ¢ thir 2 i ;
; ey - 3 oan industiial T N
ndustial development zone policy project with preferred status that is
. stetus that is Jooated withis
within an

4 by the
ubstituted b
: 24 (1) ()
Y Jevatars. 2012 3 af Act No. 17 of 2009 s
105, 2012 and - 17002009 and by 5 37 (1) (9 of st N
applicable in yespect of projects ap‘Pr/os;le)d(iarl;,::; :}? ié OFd?O” with effect from
on or after that date.] e

¢ dssessment dur hich 1 564 73 1 to use by the ¢ wiaer thereof for the
neRt during wt h 3 T O
G2 9861 ha ¢ . ) N
A that asset is first brought into use by the com
> Company a8 oWk h
N thereof for 3

{8) Tn respe
contermpiated W this sec
registered 2y information relath

nd time indicated by U

n, the graployer must subm

ng to that teamnership agree

e SETA.

2002, amended bY 3 32 (1) af Act No. 45 of 2003, by 8. 2
sobstituted by 8. 23 617

oDt Tequire

and at the piace @
(s 128 wsened by 8. 18 (1) of Act No. 30 of
2003 by . 23 (yof Act No, § of 2006 and by 5. 25 of Act No. 60 of 2003 and
Sub-s. {8 subssitated by 8.25 of ActNe.7 of 2010}
son the industr:
policy projects: e indluistrial policy project carti
‘ﬁm.d;w of approval al;d j\xczgq ;‘;g:xglt"n by that company, if that asset was
S hit into use within four yes . vas acquired and contr
wr years fron the dute of 4 ntracted
pproval.
009.)

yespect of industriat

tded by i 4 hav e operafion 5 Janua
ikl 1) {r) of Aci N i
}of é 0. 24 of 201 dee: i

ioral ront ai et o & L deenied Lo huve come fnto operati
¥ fnmn it the case afo‘ Wa.y 1CC wmemplmcd in subsection (2) may n (xc,x'“:’\,“"';,Odﬂ—h 8
Erarventield project; ay greenfield pr Q}CC{ with oreferrcd ifﬂtl)l\' O! R\.

‘ ‘ ny pre: E s, of R550 million i

it the case of

121. Adaitional investment and training altowances in

1he purposEs of this secuon=-

“adjudication committe

aprownficld project” mea
project;

sction (163

contemplated iy subs
grade of an &X

al represents an expansion Of 4P

o means the conmitiee
Lstin]

s a project
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gr R350 miition the case of

—
ject with preferred statas,

() RSSO miilison in the case of any prownfield pe
any othtr brownl oid project

@) In addirion fo any other deductions allowable in 2T of this Act
5y, dedust an amotnt (hereinafler referred 1o @ an additiona! sratning &
ied 1o employees in the year Of 889¢63 1 Guring which e cost of fraining
ial polic s project carricd on by that company.
{3) &) Thecosto fratmng contemaplated In subsection (4} must be ir
approval, and the additional training allowance conremplated in ipsection {4
exeeed R36 00 per Soaployes.
(h) The addinenal ainag allow
six-year periot from the dase of apyroval may
(1 R30 million in the case of an indush

(i) R20 milison i the case of any other indasirial policy project.

(6} {dy Where 2 taxpayer s atiowed a de juction in terms of subsection {2} i
of assessment, Ay valance of assessed 108 ¢ ied forward oy the @xpayer durin
inereased by the amount by which that balance of assessed 108§ exceeds an amouuige
assessed loss that would have been carried forward during that ye=ar

sulliphied by the xaie conternpiated n pazd graph{g) ©

£ the gefinition cb

of assessment.

by paragtaph (3 does not apply n

during any year of assessment K
subsection (8] is gramied,
{7y Ao indnsteia
(ay the ‘Mindster of
commities, & wisfied that—
(i} the cost of w1t mamfac

A1l excestd—
(a6) inthe case of greenfield projects,
(k) v the cuse of brownfield projectss eolhigher of -~
{A) R3O piliion; oF
(B) the tesser of R200 mitlion €1 28 por cent of the expenditure incurred to &
previousty used in the projecys
(i) the ject does qot constitate an Gastial
concuvrent industiial incentive providetk byany
(i) the project is not integeatly celated to any ofhet project
forms part of the same group of companies 8% th
conternplated in subsection (8%
Sub-para. substituted by 5. 24 (i) fcyof /
commmencament of yess &
pigrade an jndustry
developiment; 20d
hnology that rasults in
forms part of the sag frou

3 company LAY subiect &
woe) equal 10 the eost
is incuryed for the

nEOV

of the indy
cutred within six years from

} allowed to @ COMPAT

way not

o contomgplated i sabsection (9 shiowed to @ company ®
not exceed:

fal policy P

1 prefersed status: and

a year of asse

“rgsCribag zate

sespect of 80y hajance S Mcossed loss incurred by & L
ore than four years cfier the ydayOENg which the approval con

ject of a company coustitues &0 indusirial policy PrQ
Trade and Tndusiry, after taking igtg account the

quired by the company derihe purposes of the s

wring assels © b

R2H6G roillion; and

pnrti(:ipat’icm project and do
sational splisge of govarmmeat
of the caRppany (08 &1 ot
s compaity) hat has beet A4

too. 17 of 2009 deemest 1o havefepine ol oftration a8 sromt
assessment ending or oF after t vy, 200901
wizhin the @8public by-—

(v} the project witl v

{aa} providiag siiils

(bb) utitising new t&c

() the company and any other person that
submit i This regard-

proved Cnexgy efficiencys
o of compaiies 88

Wawg corne iniOREIR
ster { Junu2ay 2008
soner coniiming (hat thé campaty a2
| that alt retoms recuired to bo cotdored by &
Act, ot any other Act administered by b
waxes, duties of jevies due 10 the Comt
le i the Commmissivnor have beely
¢ of any oufstanding 1WacH a

ActNo. 17 of 7009 deemed 10

od by s. 24 Q0 (@ of
Ssment ending wn oF 3

@ o
1Sub-para. (3) deleie
conymencenie of years o
(iy a certificate obtal from the Comu
persuns are 1o
and cornecied persoss in terms of §
have been Limecusly rendered and that any
soen paid, of at arrengernents acceptab!
subemission of any outstanding requns of the paymen K
Provided that wiere the company submiis request 1© ihe Commissiont? fora ot
i < to respond chin 60 days, the corapany 1S in the absznw‘uf.?%}
emed to have comphied with ihe provisions of this subpa raph;ﬁ
(¢} more han 30 per oent of the manufacturiog assets to be soquired DY the compary for
projest will be bronght inte use by that companty within four yors from the date of
(@ the application for ppproval of the projest by e company IS TS e
Ind 3, fnt such foro and containing sus

ry not Jaser than 31 December 2013
of Trade and Industry may prescribe.
{Para. i) substimutzd by 5. 26 (3} (b) of Acs No- 7 of 2010 with €

soper fram the dafe 2 ammu!gmimf%

2 Nowehes 2010}

Gate of

ithin thie

¢ the ewerent oF A0Y previcus yesE
nenit tousflibe
et |16 a0y alance 88
had® shafl dedygtion ot oon allgied
Wbt o1 the end of the e
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() The Migisier of T
(%) The Mivister of Trade and
adjudication ¢ itto ade and Industry must, afic
: Préff'xxr“"f smw(s)mn;;nw‘ approve industricl sl aftor
the Indust 'ia-} PQ[}?; ;‘-;‘;c ihat Mi s satisfied ?';:;d;&;txa-o é
¥y Programme within the R%Pub}i'c} ae maustal b
5 aving reoard &
FOA S

g regy

2 inte account the
? iy Jecoun the reconxmendations of
o © fece w of th
pr I,clf project. either with (;T s:' ;3 e
sject will signiticant ccmris.:,tf}:g

{aay
{hhy
{; 1} »prov;dis‘- itfs development:
e exient o whi > proj il
vhich the project will provide general bust
A a: pu

et produciion technulogy; and

5

A . senral bus n» a‘lmkag@s within the Republic;

. s e e i e S oF services from smalf, medium a e

the xent o o a.ve direct mmploymen? within the ; J{m e

in the case of a greenfield irl:;:"l;-l )ro‘v;de skitls development in ii'l" RQCRSSEL}MC':

o iect, the location of ; Sy
R ject, e ().l.ah\)h‘()f the project within an fadu

l,duffilmna] invcst\r(;);."'ml;ﬂdﬁ:«l?(‘?r of Trade and Industsy ; . fadusm& ooy bl

{other than these pro cyf:'i ",?‘ﬂm allowances in tespect :‘y ‘B'O ‘t LA e o
where tite approval thereof hé;ﬁ'! 5‘1“:}1‘";" L;imnd e eré Srj{?;

s boer dravn wnder sul .cchia;

¥0 enderpri

.24 oF 2611 d
2011 deemed 10 have cone §
% have cane into operation on S Yanuary, 2009,
- ¥, 2069,

ARCE, i consuitation wit g thit @ aw aedustry, must make regulations
2 CONsY; hine
{ 1 the Minister of Trade 1 fredust st it
stk egul

factors to be tak .

o »faken MO acco .

bt inthe | into acconnt in determini

< ndustri ioy 1 ining whethe .

ol m; Industrial Policy Programme wnb;:z‘ﬁx;,wj? ethar the indus
3 e teken into account in delcﬂnigl:;} the Republic;

project will sigifica; Y
g whether the project will pro ¢ general basiness
H Gject w vid general b 4

th SYICSE

count in determing
o hining whether
' aes: i whether goods or services wi
tors o ba takes i “’ N * Services W l
< o PG il be acquired from
oy entWithis the Republic: i1 et
the éxtent 10 WINCH tE e
Sden TCE e project must 1 iy
o 2dEORAT 10 deierming provide skills dev ;
o deiermining whother (e pr s _dzvcfgp'r:eq in the Republie
toute leken o sccoun project provid is devels pubhe and the factors fo be
A punt it determining the location of t spient in the Republic; he
aiion of the pr

rmnpag the extent o which the pragect oreate reg
t which th 1 tes (i
1 i3 1384 s direct

ot within an Induss

to be taken info account in

Fiizch the pro 15t foiprove energy ¢ HENCY and e S
Project must mprove energy efficiency apd
i v and the factor
i chnology tha 1S 111 wved energy
Ylogy that results in imprc ved enes
A cnergy

& extent ¥ wi
1t to wiich the proj .
Hleaner ch the project must wiilis
eaner production techno’(ogvrljrs-:jw“w ew i
5 <HES

industrial participati
Siria: particips ; .
< afier the df(’)% :;p(‘mohn project and a concurrent fadustrial §
ol & each vey S N rial incenti
cotion (%), a o each year of assessment, staring wi neenhve.
% @ company carrying on an o ng with the year in whi

g the yea: h approval is
POUCY project must report 1o th:

g R respect 10 the pro
Sl iy in 10 the progress of the 1 !
%¥in such > gress of the mdus
. <k form and in such ma u ;‘1:::’;‘ 1 f,i‘pm'mm in terms of the requi
ster of Einance may preseribo requirements of
e may prescrib i of
Y prescribe.

teet of any SOMPERY Car:

g on an indusirial policy projec

lpaiw fails
¥ 183 to comply wi
’ nply with any requi
ave had the off ¥ regquirement co. ek &
e affect thai mtemplated .
B $n fact or :é;;c‘ff?;da agpm\:al in torms of sub .p‘“% In subsection {7} ar (8)
L g athare been kaoy 5 0L SUDS MAGh
een known 1o the Minis
he Minister

ot (8) would

SN nob have bear arani

of Trade and Industry at 1;10 d’imelii
Yany me ¢

< subia e # M comy reauired in len e
brnit a eport e the i~’j’Jd;C'Hi L commiiles as required T8 1y3eChiny
it weativn. commiiles ¢ -Ili 1ig b
required ig tenms of subs i
d ' subsection

1 of subsection (8) w

ey based on frand infe
oy randulent information or misreprosentati
srepresentation

Fist

Sl Tidys
ISty may, afi M
. Y may, afier taking i
BOEOVT i axing e accou s
sad granted in respect of th cotnt the secommendations of 4
et fortn (o T of that indusirial policy ot s o
Ry, notwithstanding missioner of that wﬂhd[.a‘yaxf) gject with effect from a date
o d anding the provisions of secsion 4 wal and of that date, ate
. dtade 2nd Industey w X - |
S st 4 whenever the Commissi i
m tenns of subsection {12); Amissioner discovers informati
on O s information that may
¥

ication
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income
garting with he date of apgroval if

s 121
B A T
ed for uader cetion
matenal facts with regard 1o 30 1%,
T Trade and Industry

ritation oF DO-GE chosure O
st notify b

oner and he Minister ©

(by disallow Al deductions otherwise provid
company 1% guiity of fraud or nisreprese

duty or fevy admirisiered bY +he Cominissi

accorhinglys and

() inform {pe Mipisie

v whete 20 compeny has requested the Corpmissioner o issue 3

Y () () and that cernficaté was denicd.

i iqions Of sections 79, & (3) and 8
nent allowanc®

sy Wi
5

3 (18),

£ of Trade and ind
ceriificate contempiated it subsestion

(14) The Comrpissioner MY notwithstan e AN

acditional assesssent for any year of 2ssess which bas been

allowed in auy previous year 1o 51 be disatlowed in ters

{15) Whete (he approval of an industrial project has b

v isn addition to any normal ta 3ab for

tax as caiculated 0 respect of its taxable i
xable income tiowing the

& additional invest
1o (123 or O3

a5 contemplated i
1 tax oot zxceeding

o subsection (12,2
swice the diffe:
t and the BX property chargeable in
i investuent allowancs provided by

soen withdrawu
st of agditiond
sturned by !

additiona

s

Sompan
pepween e
respecs of its @
this section.
(16} There shall for the purposes of
{u) three pessons employed bY e
Industry; end
(b three persons ewoployed bY
e Minjster of Finance:
provided that the Minister of Trade and Industey of
aternative persons <o employed if any petson appol
perform a0y function as & merber of the commitrec.
() The adjudication commiites is 2R independent copritict whick performs irspunetions
without fear, favour 0T prcj\\dice and for the prrpose of thigfSeggion. \he adindicatidlt e gmitice My
evaluate any application and make ﬁzcommcndm.‘,ons (0 the Minister of Trafifland

4 determuned afier disa
which oust sansist of at jeagt-—

ted by (e i pieten

O CQ]HI’H}‘:&?{!
jndustey- appoin

tion be an adjudi

this sed
rade and

Department of T

the National Treasury OF 0E Souds Adfcan Rey®

ag the case may be, 1

ingnce.
y ov (8) 38 ot avatlable t

the Minisiel of U
paragraph {a

nted o termE off

in teruagol subsection [32
pusposes tidsts setion:

(a}
" of the approval of any industrial project
)] javestigie or CaEs tobe ipvestigated any industiis! policy project for the
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REPUBLIC OF SOUTH AFRICA

Industrial Policy Projects (12-1 Tax Allowance)

ADDITIONAL INVESTMENT AND
TRAINING ALLOWANCES

Manufacturing assets to be acquired and
contracted for on or after date of
approval. Sec.12-1, par. 1 of the ITA

MANDATORY REQUIREMENTS FOR INDUSTRIAL POLICY PROJ

GREENFIELD PROJECTS
(NEW PROJECTS)

o New and unused buildings
e New and unused Plant
& Machinery

Minimum qualifying investment required
Sec.12-l, par. 7(a)

R200m

Improved energy efficiency

Utilise modern, viable energy-efficient
equipment & processes in the sector

Skills development

2% of wage bill

Limitations: Concurrent benefits

INVESTMENT ALLOWANCE ASi%

Preferred Status (PS)°. Sec.12-, par. 2(z)

Maximum calculated allowance (PS)

© Industrial Participation Projects
e Other Incentives - refer to Regulations

85% (100% if located it @)|1DZ)

R900m (also applicable to M¥Z's)

Qualifying Status (QS)*. sec.12-1, par. ()

Maximum calculated allowance (QS)

TRAINING ALLOWANCE

PS & QS Sec.12-, par. 4 & 5(a)

35% ([75%if locatedyin an D7)

R550m (also applicable to IDZ's)

The lesseg of aetualtotal own training
costs of R3F 000 perfemployee

Maximum for PS - for 6 years after date of
approval. Sec. 124, par. 5(b)

R30m

Maximum for QS - for 6 years after daie of
approval. Sec.12-, par. 5(b)

Investment Allowance for PS and QS
More than 50% of manufacturing assets in
use. Sec.12-l, par. 7(a)

IMPLEMENTATION PERIOD FROM DATE OF APPROVAL

R20m

4 years

OF QUALIFYING MANUFACTURING SSE

Training Allowance for PS and QS
Deductable during year in which training
cost is incurred. Sec.124, par. 5(a)

NON QUALIFYING PROJECTS

Specific exclusions in terms of the Standard
Industrial Classification of all Economic
Activities in South Africa (SIC)

Sec.12-|, par. 1

6 years

» SIC 3052 - Beer and other mait liquors and mait
o SIC 3060 - Tobacco products
e SIC 3577 - Arms and ammunition

e S|C 3051 - Spirits and ethy! alcohol from fermentedproducts and wine

» Bio-fuels if the manufacture negatively impacts on food security in SA

' ITA: Income Tax Act No. 58 of 1962

2 All allowances are deductable from taxable income

3 "Preferred Status”: An Industrial Policy Project (IPP) that met additional qualifying criteria in terms of Sect 12-I, par. 8 of the ITA by scoring at least 8 out of 10
and at least 2 out of 4 in terms of par. 8(e). Refer to qualifying criteria on next page.
* "Qualifying Status”: An Industrial Policy Project (IPP) that met the basic qualifying criteria in terms of Sect 12-I, par. 8 of the ITA by scoring at least 5 out of 10
and at least 2 out of 4 in terms of par. 8(e). Refer to qualifying criteria on next page.
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POINT SYSTEM TO QUALIFY AS AN INDUSTRIAL POLICY PROJECT

QUALIFYING CRITERIA:
INDUSTRIAL POLICY PROJECT (IPP)

1. Innovation

GREENFIELD PROJECTS
(NEW PROJECTS)

s Will utilise processes of innovation,
and

o Will materially improve production time,
reduce production costs, improve product
quality or improve product longevity

(Maximum of 1 point)

T

2. Improved Energy Efficiency:
Cleaner Production Technology

The project will utilise viable energy-efficient
equipment and processes throughout the

additional investment allowance benefit period, |(Maxi:

innovative for the particular industrial sector, as
certified by a measurement and verification
agent {(not taking into account any period
before the month_in whigh the industrial policy
project reaches B0 of jislpfodyction capacity).

(Maximum ©of 2 points),

3. Business Linkages

The projeét will be engdgedin the production af]

goods, where less than 40% of the local
demangdifdL.-s@iGhigoods is produced in the
Republic or where these goets were not
previously,proeducedin‘the Republic;

or .
aThe project Will contribufefta the global
competitiveness of an industrial sector by the
produgtian of goods where identical dPsimilar
goods would’hiot bg preduaéd in the Republic
without substahtial capital invesiment

(Maximum of 1 point)

4. SMME Procurement

Acquire at least 10% of its raw materials,

intermediate products and services from small, |i

medium and micro enterprises.

(Maximum of 1 point)

5. Direct Employment creation

Create at least:
e 0,67 full-time jobs (but less than 1 full-
time job);
(Maximum of 1 point)
or
o 1 full-time job
(Maximum of 2 points)

for each R1 million of cost of manufactufing

assets
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POINT SYSTEM TO QUALIFY AS AN INDUSTRIAL POLICY PROJECT

QUALIFYING CRITERIA: GREENFIELD PROJECTS
INDUSTRIAL POLICY PROJECT (IPP) (NEW PROJECTS)

Points allocated on the following criteria will determine the status of a project

The cost of training will be:
e more than 2% of the annual average

. wage bill, but less than 2,5%;
6. Skills Development (Maximum of 1 point)

(Training of Employees) or

o more than 2,5% of the annual average
wage bill

(Maximum of 2 points)

7. Located in an Industrial Located in an IDZ

Development Zone (IDZ) (Maximum of 1 point)

Industrial Policy Projects with Qualifying 5, 6 or 7 out of 10 points and
Status (QS) 2 out of 4 ito criteria 5 & 6 above

Industrial Policy Projects with Preferred Status |8, 9 or 10 out of 10 points and
(PS) 2 out of 4 ito criteria 5 & 6 above

Contact details

Ms Francisca Strauss
Chief Director
FStrauss@thedti.gov.za
012-394-1259

Mr Moeketsi Marumo
Director
MMarumo@thedti.gov.za
012-394-1433

Mr André Potgieter
Deputy Director
Andre@thedti.gov.za
012-394-1427

Ms Mamaki Ngobeni
Deputy Director

MNgobeni@thedti.gov.za
012-394-1016

Ms Crystal Papier
Deputy Director
CPapier@thedti.gov.za
012-394-1069

Ms Faith Sibanyoni
Team Assistant

MESibanyoni@thedti.gov.za
012-394-1324
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NATIONAL TREASURY
NATIONAL TESOURIE
No. R. 639 23 July 2010

REGULATIONS MADE UNDER SECTION 121 OF THE INCOME TAX
ACT, 1962 (ACT NO. 58 OF 1962)

By virtue of the power vested in me by section 12l of the Income Tax Act, 1962
(Act No. 58 of 1962), I, Pravin Jamnadas Gordhan, Minister of Finance, in
consultation with the Minister of Trade and Industry, hereby make the regulations
as set out in the Schedule hereto. ,

SCHEDULE

1. Definitions

In these regulations, unless the context otherwise indicates, any word or
expression to which a meaning has begn.assigned in the Income Tax Act,
1962 (Act No. £8 of 1962), bears the meaning so assigned, and—

“additional investment allowance_benefit period” means the period
during which thg additional investmentiallowancéfor manufacturing assets
is allowable in terms of segction 12K2)0f the Act;

“additional training aliowancebenefit period”-means the period during
which the additional training allowance is allowable in terms of section
121(4);

“direct employment”("wieans employmént in accordance with the
meaning in paragraphs«{a) andj(h) obihe definition of “employee” in the
Fourth Schedule;

“energy efficiency improvement” bears the meaning assigned to
“reported savings” in the South African National Standard 50010 for the
measurement and verification of energy efficiency savings that is issued
by the South African Bureau of Standards in terms of the Standards Act,
2008 (Act No. 8 of 2008);
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“small, medium or micro enterprise” means a business—

(@  which formally employs not more than 200 full-time
employees; and
(b)  of which the annual tumover does not exceed R50 million;

“South African National Energy Development Institute” means the
organisation as contemplated in section 7 of the National Energy Act,
2008 (Act No. 34 of 2008),

“the Act” means the Income Tax Act, 1962 (Act No. 58 of 1962);

“wage bill” bears the meaning assigned to the expression “leviable
amount” in section 3(4) and (5) of the Skills Development Levies Act, 1999
(Act No. 9 of 1999).

Prerequisites for industrial policy projects

Skills development

2.1

For the purpoges of determining wheiher a project will upgrade an
industry by “providing skills development in accordance with
sections 12i(7)(a) (i and 12I(10)(e), the Minister, after taking into
consideratign the recommendetions_oi-the*adjudication committee,
must be satisfied that—

(@ thelindustrial project will incur expenditure in respect of the
cosh) of traiung (including the cost «6f.implements, utensils,
articles and materials utilised exclusively in respect of that
training) that is.at least @qual to an~average of two per cent

of the annual wage billYof the project during the additional

training alld@ance benefit period; and
(b) the expenditure conlemplaied in paragraph (a) is likely to
resuli in the upgrading of industrial skills,
taking into account only training that is accredited by the South
African Qualifications Authority (SAQA) or training that the
adjudication committee determines to be equivalent to training
accredited by SAQA.

Energy efficiency

2.2

For the purposes of determining whether a project will upgrade the
industry by utilising new technology that results in improved energy
efficiency as contemplated in sections 12I(7)(@)(iv)(bb) and
121(10)(g), the Minister, after taking into consideration the
recommendations of the adjudication committee, must be satisfied
that—
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3.

Limitations

@

®)

in the case of a brownfield project, the project will attain an
energy efficiency improvement of at least 10 per cent from a
baseline, as determined for the 12 month period prior to the
application, as certified by the South African National Energy
Development Institute, by the end of the additional
investment allowance period.

in the case of a greenfield project, the project will utilise
modern, viable energy-efficient equipment and processes,
as compared to the industry sector relative to that industrial
project, throughout the additional investment allowance
benefit period (not taking into account any period before the
month in which the industrial policy project reaches 50 per
cent of its production capacity), as certified by the South
African National Energy Development Institute, by the end of
the additional investment allowance period.

Industrial participation projegt

3.1 For the purposés of sections 121(7)(a)(ii)_and 121(10)}(h) of the Act,
an industrial. project®/of a cempany constitutes an industrial
participation. project ifthaiproject aiany.time before the additional
investment ~zllowance’ benefitperiod received, or during the
additional investment allowance’benefit periodeceives, any credits
or benefits imtermsof—

(@) the National Industry Participation Prégramme, which came
into operation /during September 1996’ (unless the credits or
benefits “are limited to assistance in respect of access to
markets for goads and services ofitside the Republic);

(b) the DefenceNadugtriatParticipation Programme, which came
into operation duting September 1996; or

(¢) the Competitive Supplier Development Programme, which
came into operation during January 2007.

Concurrent benefits

3.2 For the purposes of sections 121(7)(a)(ii) and 121(10)(h) of the Act,

a project will receive a concurrent industrial incentive if any credit or
benefit is received during the additional investment allowance
benefit period by virtue of—

@

the Motor Industry Development Programme, which came
into operation during September 1995, or its successor, the
Automotive Production and Development Programme,
except to the extent that the credit or benefit is received by
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any motor vehicle component manufacturer by virtue of any
Motor Industry Development Programme;

(b) the Small Medium Manufacturing Development Programme,
which came into operation during October 1996, or its
successor, the Enterprise Investment Programme, which
came into operation during July 2008;

(¢) the Productivity Asset Allowance, which came into operation
during July 2000;

(d) the Small Medium Enterprise Development Programme,
which came into operation during September 2000, or its
successor, the Enterprise Investment Programme, which
came into operation during July 2008; or

(e) any other programme of any national sphere of government
that provides grants, subsidies, rebates or interest-free
loans, unless the adjudication committee is satisfied that
those grants, subsidies, rebates or interest-free loans are
immaterial in relation to the monetary benefit provided by
Section 121.

4, Point system for quslifying as an indué€lrial policy project

Points system

In terms of section 121(8), the Minister of Trade and Industry must, after
taking into accotint the recommendations of the-adjudication committee,
approve an indugtrial preject as—

@

(b)

an industrial policy proiect where that indusitial project achieves at

least—

@ five out of the 10 potential points in terms of the criteria
contemplatedin section 12|(8); afd

(i) two out of the faur poinis.in terms of the direct employment
creation and the ‘skifls"developmenit criteria contemplated in
section 121(8)(d) and (g); and

an industrial policy project having preferred status, where the

industrial project achieves at least eight out of the 10 potential

points in terms of the criteria contemplated in section 121(8).

5. Brownfield projects — Factors and point allocation

Innovative processes

5.1

For the purposes of section 12[(8)(a)(i) and 12I(10)(@), a brownfield
project is regarded as upgrading an industry within the Republic by
utilising innovative processes where the Minister of Trade and
Industry, after taking into consideration the recommendations of the
adjudication committee, is satisfied that—
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(@ the project will utilise processes of innovation, thereby
changing pre-existing techniques and the use of plant,
machinery or equipment; and

(b) these processes will materially improve production time,
reduce production costs, improve product quality or improve
product longevity.

(1 point)
Improved energy efficiency with emphasis on cleaner production
technology
5.2 For the purposes of sections 12I(8)(a)(ii) and 121(10)(g), a

brownfield project will be regarded as upgrading an industry within
the Republic by utilising new technology that results in improved
energy efficiency and cleaner production technology where the
Minister of Trade and Industry, after taking into consideration the
recommendations of the adjudication committee, is satisfied that—
(@  the manufacturing assets of the project will attain an energy
efficiency improvement ‘of /&t jeast 12,5 per cent (but less
than 15 paricent) relative to theCbaseline, determined for the
12 montiperiod prior to the application as certified by the
South.African National Egergy Development Institute by the
end gfthe additional-investment allowianhce benefit period; or
(1 point) or
(b)  the manufacturing assets of the projectwill attain an energy
efficiency imgrovementiofiat’least 15 pér, cent relative to the
baseline, as deiermined for the 12 mdnth period prior to the
application, ag certified by the South ‘African National Energy
Development Institute by*the end of the additional
investment alfdwance benefit periéd.
(2 points)

General business linkages

53

For the purposes of sections 121(8)(b) and 121(10)(b), a brownfield
project is regarded as providing general business linkages within
the Republic where the Minister of Trade and Industry, after taking
into account the recommendations of the adjudication committee, is
satisfied that—

(@ the project will be engaged in the production of goods,
where less than 40% of the local demand for such goods
are produced in the Republic or where these goods were not
previously produced in the Republic; or

(b) the project will contribute to the global competitiveness of an
industrial sector by the production of goods where identical
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or similar goods would not be produced in the Republic
without substantial capital investment.
(1 point)

Acquiring goods and services from small, medium or micro enterprises .

5.4

For the purposes of sections 121(8)(c) and12I(10)(c), a brownfield
project will be regarded as acquiring goods and services from
small, medium or micro enterprises where the Minister of Trade and
Industry, after taking into account the recommendations of the
adjudication committee, is satisfied that the project will acquire:

(@  atleast 10 per cent; or
(1 point) or
(b) atleast 15 per cent,
(2 points)

of its raw materials, intermediateyproducts and services, based on

the annual cost to the,ifdastrial proje6t {including direct and indirect -

operating costs) froiy eénterprises which @t the time of acquisition of
the goods and séwices, are small, medium-and micro enterprises
(excluding any-.small, “medium Yei) micro enterprise which is a
connected person, as defined in gesation. 4+ ofthe Income Tax Act,
1962, in relaiion to the ‘compariy €arrying onhat industrial policy
project) durinG.the additional inveStment allowanee benefit period.

Direct employment creation

5.5

For the purposes of Sections 121(8)(d) and12i(10)(d), a brownfield
project is regarded, (@s .creating direct” employment within the
Republic where the Minister of Trage,and Industry, after taking into
account the recomimendations“of the adjudication committee, is
satisfied that the project will by the end of the additional investment
allowance benefit period create at least—
(@ 0,5 full-time jobs (but less than 1 full-time job); or

(1 point) or
(b) 1 full-time job,

(2 points)

for each R1 million of cost of manufacturing assets in respect of the
project (not taking into account amounts above R1 billion).

Skills development

5.6

For the purposes of sections 12I(8)(e) and 121(10)(e), a brownfield
project is regarded as providing skills development within the
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@

(b)

Republic, where the Minister of Trade and Industry after taking into
account the recommendations of the adjudication commitiee, is
satisfied that the cost of training in respect of the project will exceed
as a percentage of the wage bill, over the additional training
allowance benefit period—
more than 2 per cent of the annual average, but less than 2,5 per
cent; or

(1 point) or
more than 2,5 per cent of the annual average.

(2points)

6. Greenfield projects — Factors and point allocation

Innovative processes

6.1

For the purposes of sections 12I(8)(a)() and 12i(10)@@), a
greenfield project is regarded as upgrading an industry within the
Republic by utilising inngvativelprocesses where the Minister of
Trade and Industry,‘efieFtaking inta’agcount the recommendations
of the adjudicationicommittee, is satisfiad that—

(@ the projeét will utilise processesief innovation, thereby
changing pre-eXisting taghniques and the use of plant,
machirgry and eguipment Within iihe same industrial sector
as the.project; and

(b) theselprocesses will materially improve production time,
reducg)production costspimprove product quality or improve
product longevily, ‘as“compared to exisiing production time,
production costs, product quality or product longevity within
the same industrial sector'as the project.

(1 point)

Improved energy efficiency Wilir"‘emphasis on cleaner production
technology

6.2

For the purposes of Sections 12I(8)(@)(ii) and 12I(10)(@g), a
greenfield project is regarded as utilising new technology that
results in improved energy efficiency and cleaner technology where
the Minister of Trade and Industry, after taking into account the
recommendations of the adjudication committee, is satisfied that
the project will utiise modern, viable energy-efficient equipment
and processes throughout the additional investment allowance
benefit period, innovative for the particular industrial sector, as
certified by the South African National Energy Development
Institute (not taking into account any period before the month in
which the industrial policy project reaches 50 per cent of its
production capacity).
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(a maximum of 2 points depending on energy efficiency)

General business linkages

6.3

For the purposes of section 121(8)(b)and 12I(10)(b), a greenfield
project is regarded as providing general business linkages within
the Republic where the Minister of Trade and Industry, after taking
into account the recommendations of the adjudication committee, is
satisfied that—

(@ the project will be engaged in the production of goods,
where less than 40% of the local demand for such goods is
produced in the Republic or where these goods were not
previously produced in the Republic; or

(b) the project will contribute to the global competitiveness of an
industrial sector by the production of goods on the basis that
identical or similar goods would not be produced in the
Republic without substantial capital investment.

(1 point)

Acquiring goods and séinces from small, megium or micro enterprises

6.4

For the purpgses of sgections wl2k(8)(c)and121(10)(c), a greenfield
project will be regardet-as acauiiing.goods and services from
small, medilim or micro enterpfisés where the-Minister of Trade and
Industry, after taking, into aceount the recemmendations of the
adjudication/commiflee, is satisfigt that the-project will acquire at
least 10 per cent of Jiis raw_materials, iniermediate products and
services based on”thé annual cost to“the industrial project
(including direct and indirect "@perating costs) from enterprises
which at the time ofldequisition of the gdods and services are small,
medium and micro=enierprisa@s (excluding any small, medium or
micro enterprise which is'a connecled person, as defined in section
1 of the Act in relation to the company carrying on that industrial
policy project) during the additional investment aliowance benefit
period. '

(1 point)

Direct employment creation

6.5

For the purposes of Sections 121(8)(d) and 12I(10)(d), a greenfield
project is regarded as creating direct employment within the
Republic where the Minister of Trade and Industry, after taking into
account the recommendations of the adjudication committee, is
satisfied, that the project will by the end of the additional investment
allowance benefit period create at least—
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@ 0,67 full-time jobs (but less than 1 full-time job); or
(1 point) or
(b) 1 full-time job,
(2 points)

for each R1 million of cost of manufacturing assets in respect of the
project (not taking into account amounts above R1 billion).

Skills development

6.6 For the purposes of sections 12I(8)(e) and 12I(10)(e), a greenfield
project is regarded as providing skills development within the
Republic where the Minister of Trade and Industry, after taking into
account the recommendations of the adjudication committee, is
satisfied that the cost of training in respect of the project will exceed
as a percentage of the wage bill over the additional training
allowance benefit period— _

(@ more than 2 per cent of the annual average, but less than
2,5 per cent; O '
(1 point) or
(b) more than 2,5 per cent of the annual average.
(2 points)

Location in industrial development zong

6.7 For the purposes0f sectionsyi20(8)(f) and=121(10)(f), a greenfield
project is regarded, 'as "being located< within an Industrial
Development Zone where the Minister of frade and Industry, after
taking into account the recommendations of the adjudication
committee, is satiSfied that the profect is located in an area
designated by tha-Ministef of Trade and Industry as an Industrial
Development Zone in terms“of the Industrial Development Zone
programme announced under section 10 of the Manufacturing

Development Act, 1993 (Act No. 187 of 1993).
(1 point)

PRAVIN J GORDHAN

MINISTER OF FINANCE
Date: 7-7-2010




