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Keeping an eye on non-profit laws

THE SMALL BUSINESS FUNDING ENTITY
By Ricardo Wyngaard

What are small, medium and micro-sized enterprises?
A small, medium and micro-sized enterprise includes either a micro-business or a
small business corporation. These two terms are separately defined in the Income
Tax Act.

A micro-business broadly refers to a natural person or company where the
qualifying turnover of that person for the year of assessment does not exceed an
amount of R1 million.

A small business corporation is broadly defined as any close corporation, co-
operative or private company, with natural persons as shareholders, with a gross
income that does not exceed an amount of R20 million.

Requirements for tax exemption

1. It has a governing board that consists of at least three unconnected natural
persons,

2. Not more than fifty percent of the governing board may be employees or
directors of any entity providing funding to the small business funding entity,

3. It must use substantially the whole of its funds for its main objective,
4. It must, during any year of assessment, distribute at least 25 percent of all

amounts received, or incur the obligation to do so, and
5. Board members do not have any personal or private interest in the small

The Income Tax Act was amended during 2015 and now grants tax exemption to a
small business funding entity. This entity may present an ideal vehicle through
which South African corporates can channel their enterprise and supplier
development initiatives.

Small business funding entities are set up to provide funding for small, medium 
and micro-sized enterprises.

Both definitions have a number of disqualifying elements (not covered in this 
article) which should be takeninto account.

The small business funding entity must apply to the Commissioner for the South
African Revenue Service (the Commissioner) and the requirements are somewhat
similar to those for a public benefit organisation.

The small business funding entity must ensure that:

business funding entity.
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Important Note: The information contained in this newsletter is general in nature and should not be interpreted or
relied upon as legal advice. The information may not be applicable to specific circumstances. Professional

assistance should be obtained before acting on any of the information provided in this newsletter.

The Small Business Funding Entity/…
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The Small Business Funding Entity and approved PBOs

 Small Business Funding Entities as referred to in this article, and
 Public Benefit Organisations that are aimed at training, support or assistance to emerging

micro enterprises to improve capacity to start and manage businesses (Paragraph 10 (p) of the
Ninth Schedule of the Income Tax Act).

Small Business Funding Entity Public Benefit Organisation (Paragraph 10 (p))
Purpose:

Providing funding for small, medium and micro-sized
enterprises, including; micro-businesses (less than R1
million turnover) and small business corporations
(less than R20 million turnover).

Purpose:
Providing training, support or assistance to
emerging micro enterprises to improve capacity to
start and manage businesses. Must be focused on
community development for poor and needy persons
and anti-poverty initiatives

Tax Exemption:
Qualifies for Partial Tax Exemption.

Tax Exemption:
Qualifies for Partial Tax Exemption.

Donor Deduction:
Does not qualify for Donor Deductions in terms of
section 18A.

Donor Deduction:
Qualifies for Donor Deductions in terms of section
18A.

Distribution of Funds:
Must, during any year of assessment, distribute at least
25 percent of all amounts received, or incur the
obligation to do so.

Distribution of Funds:
Not required to distribute at least 25 percent of funds
during any year of assessment.

NEWS ALERT:
Labour Relations Act and fixed-term contracts

CMDS has prepared an insightful article on the implications of recent amendments to the Labour
Relations Act for fixed-term contracts.

Please visit: http://www.cmds.org.za/ and click on Newsletters

Tax exemption can now be granted to two kinds of non-profit organisations that provide 
support to microenterprises, namely:

There are some key differences and similarities between these two tax exempt entities to take into account.


