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This column was going to be on a totally different topic, but then I read an article in the Cape Times explaining the

closure of a non-profit organisation, and it got me thinking...

A wonderful organisation called “Dance Umbrella” that has worked in the arts sector for 30 years announced its
closure “for lack of funding”. The organisation is described as “a frontrunner” and “a most established, most
prolific, and politically most transformed dance platform in South Africa…”
This then got me thinking about our ECD sector. In our sector over 75 NPOs have closed since 1998. First it was the
smaller ones, working in deep rural communities. Then from the early 2000s, those ECD NPOs closing were the larger
and more established ones, some with more than 20 years of service.
I have written over many years that the reason for NPO closure is most often not funding, but poor leadership and
poor strategy. We cannot say that “times are tough” - they always have been and always will be. Many NPO leaders
thought that my advice about this was ‘alarmist’ but time has proved - by the number of ECD and other NPO closures
– that poor leadership and lack of strategy is the biggest risk facing the NPO sector, not funding. It is inconceivable
that prominent NPOs such as IDASA
and RAPCAN have closed and that
many other such as Rape Crisis are
under threat. This is an indictment of
the South African government
departments of Social Development,
Education and Health but also of NPO
Boards and senior staff.
In our sector, as was indicated many
years ago, larger NPOs have
downscaled drastically.
What this
means is fewer services to children
across South Africa. In my estimate
only a handful of ECD NPOs are
thriving. The sector can learn from
these.
An error often made by NPOs is to view sustainability as financial well -being, but it is much more and includes
ethical practice, providing quality programmes, good branding and awareness of programmes offered and strong
networks.
We hope you enjoy this edition of EARLY YEARS.
ERIC ATMORE
Director
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DONATING TO A PUBLIC
BENEFIT ORGANISATION:
WHAT IT MEANS
~ Shelagh Gastrow
Over the last few years a plethora of pop-up “NGOs” have
appeared that are involved in quasi-political activities including
representing themselves as amicus curiae in court cases.

with Government for the social and development needs of the
country. Preferential tax treatment is designed to assist nonprofit organisations by augmenting their financial resources”.
Tax exemption is not automatic and has to be applied for
through SARS’ tax exemption unit. The website points out that
as organisations use public funds, approval is a privilege and
includes a responsibility to use the funds “responsibly and
solely for their stated objectives, without any personal gain
being enjoyed by any person including the founders and
fiduciaries”.
Registration as a PBO is important for a number of reasons.

Often they are simply a one-person band that has used an
organisational form for a specific purpose. Sadly, perceptions
arise that they really do represent a constituency and the media
add to this impression by providing significant (and free)
coverage of their views. When checking organisational facts on
the internet, for example, their websites or Facebook pages
usually have a donation section. However, their legal status is
not clear as such information is not provided. A statement that
they are an NGO is not helpful as in South African non-profit
legislation the term NGO does not exist. In South Africa we use
the terms non-profit organisations (NPOs) or public benefit
organisations (PBOs). However, there may well be members of
the public who would like to make a contribution to these
causes, but it is important to understand the ramifications of
making donations to organisations that are not registered as
public benefit organisations.

Firstly, it is a form of accountability that any donor should be
happy to have. Essentially, the organisation needs to submit a
tax return that can be scrutinised to ensure that the funds have
been used for the purposes outlined in the founding document.
However, more practically, if an organisation is not registered
as a PBO, the donor will need to pay a donation tax on any
donated funds in excess of R100,000 a year and the
organisation will need to pay income tax on funds received (or
the individual receiving the funds if it is indeed a fake
organisation). There is no donations tax payable if a donation is
made to a PBO. In addition, if an organisation has the
additional status of qualifying in terms of section 18A of the
Income Tax Act, the donor can deduct the value of the donation
from their own income tax, although there is a ceiling on the
amount based on the percentage of the taxable income of the
donor.
In order to receive 18A tax exempt status, an organisation’s
founding document needs to include a clear objective that is
aligned with the approved public benefit activities that are
outlined in the Ninth Schedule of the Income Tax Act. The
Schedule is very broad, but it is of interest that arts and culture
organisations cannot receive this status. Giving to such
organisations therefore involves no tax benefits for the donor
other than they are exempt from donations tax. There are a
range of conditions to receiving this status, including a
requirement that PBOs cannot use their resources to support a
political party, neither directly nor indirectly. Political parties
have their own tax exempt status.

There are various forms of registration for non-profit
organisations in South Africa. They can be established as trusts
(with the Master of the High Court), non-profit companies (with
the Companies and Intellectual Property Commission CIPC) or
as voluntary associations in terms of common law. All have a
founding document that defines their purpose and the roles and
responsibilities of their board members. Once established, nonprofits need to register as public benefit organisations (PBOs)
with the South African Revenue Services in order to receive tax
exemption.
According to the SARS website, non-profit organisations “play a
significant role in society as they take a shared responsibility
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Besides tax exemption, donors should also undertake a level of
due diligence by checking an organisation’s website or
Facebook page. Information that should be supplied include a
list of board members and organisational leadership and staff; a
list of current and past donors; detail of their programmes and
their annual reports, including financial reports, as well as their
founding documents. Importantly, the site should include
evidence of the organisation’s registration status, including its
PBO status. If there is no transparency, big question marks
should arise.

It is of concern that a range of organisations have been
established that call for donations and yet do not reveal any of
the above information. It is public knowledge that political
leadership figures have accepted donations for their personal
expenses and it is likely that some unregistered organisations
accept donations as well. SARS should be undertaking research
to understand the scale of these “donations” (sometimes called
loans, but never repaid) to assess whether the givers should be
paying donations tax, and whether the recipients should be
paying income tax. For the general public, such a gift in excess
of R100,000 per annum to our own children is taxable and some
action should be taken to ensure we are all treated equally
before the law.

Article available at
www.dailymaverick.co.za/opinionista/2018-03-26-donating-to-apublic-benefit-organisation-what-it-means

In addition to registration as a PBO with SARS, many non-profits
register with the Non-Profit Organisations Directorate in the
Department of Social Development for NPO status. This is not
compulsory, but government departments and the Lotteries
require such registration in order to make grants as do some
other donors. Once again, it is in line with increased
accountability as registered organisations need to report
annually to the Department, both with a narrative and financial
report. Any changes in their governing boards also has to be
provided. Both the NPO registration number and the PBO
number should be reflected on any public documentation or
information such as websites or letterheads. In addition,
opening a bank account in the name of the non-profit should
follow FICA requirements and therefore some form of
registration should have occurred. Great care should be taken
on the part of the donor to check that the bank account itself is
not simply a diversion of funding to an individual.

PROPER CHILD CARE HELPS POOR
WORKING WOMEN – AND IT
CAN BOOST ECONOMIES
~ Laura Alfers
On March 8 each year trade unions and women’s rights
organisations mark International Women’s Day by calling for
policies and legislation that better support working women.
Such calls relate to wage equality, maternity leave and early
child care programmes.
But these demands tend to overlook the needs of some of the
most vulnerable: the millions of poor working women in cities in
developing countries who are forced to take their kids with
them to work or miss out on better paid opportunities because
they’re caring for young children.
Some women take up work out of their homes – from stitching
clothes to making snacks to sell at a market – to take care of
their children. The earnings may be lower than in formal
employment, but they have no other option as both decent
work opportunities and quality child care services are rare in
poor urban areas.
Across 31 developing countries, less than 1% of women living in
poverty have access to a child care service.
Low-cost and unregulated child care services may exist, but are
often still too expensive for women informal workers. Public
child care services may not be available in informal settlements
or poor urban areas. City plans don’t set aside enough
designated spaces for child care centres either near workers’
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homes or their places of work.
Ultimately, women informal workers earn even less when they
have young children in their care. A new report by UN Women
has found that, across 89 countries, women are 22% more
likely than men to live in extreme poverty during their prime
reproductive years (ages 25 - 34). Women are also less likely to
receive a pension or will have lower benefit levels than men.

Market Traders Association in Accra, Ghana manage a child care
centre in a major market for traders, street vendors and others
who have to bring their children to work.
However, all of these child care services also require support
from a country’s government to be sustainable and remain
accessible to the working poor.
We conducted a study on these issues for Women in Informal
Employment: Globalizing and Organising (WIEGO), a global
research-policy-action network focused on securing livelihoods
for the working poor in the informal economy.
One Brazilian waste picker said: “Without day care, I can’t work.
When there is no day care, I don’t work.”
Some child care centres in poorer areas may be affordable, but
manage this only by not employing enough staff. A street
vendor from South Africa told us:
“The caregiver had too many children to look after… I used to
receive calls notifying me that my child is sitting alone outside
our home. The child had left the care facility without the
caregiver’s awareness.”

Adequate and quality childcare is not just a critical need for the
children involved. It also determines women’s participation in
the labour force and the type of work they can take on.
A coherent policy response is needed to bring together women
informal workers and their organisations with municipal
authorities, urban planners, early childhood development
experts and relevant national ministries. There is no doubt that
quality public child care services are expensive to set up and
run. Yet the returns on investment are great.
In South Africa, for instance, UN Women estimates that a gross
annual investment of 3.2% of Gross Domestic Product into child
care services would extend universal coverage to all 0-5-year
olds. It would also create 2.3 million new jobs and raise female
employment rates by 10%. These new jobs would generate new
tax and social security revenue of up to USD$3.8 million. These
gains offset some of the costs to the state and can reduce
inequalities brought on by spatial, class, gender and racial or
ethnic segregation.

Child care for a brighter future
Of course, the provision of quality public child care services is
no silver bullet. But it is urgently needed: a quarter of the
world’s urban population – close to 1 billion people – lives in
slums today without access to basic services and social security.
The number of urban dwellers is expected to double in South
Asia and sub-Saharan Africa over the next two decades; more
and more people will seek homes in informal settlements.
Quality public child care services guarantee a better and
healthier future for children in these areas and elsewhere, and
the many women who work and care for them.

Women workers demanding change
Women are now calling for change. Informal workers
organisations in collaboration with trade unions representing
formal sector workers are organising a global campaign for
quality public child care services.
Home-based workers, domestic workers, street vendors, market
traders and waste pickers are engaging municipalities and
governments from Lima to Bangkok, calling attention to their
child care needs. They’re also organising to find their own
solutions when the state does not listen.
In India the Self-Employed Women’s Association, a trade union
representing close to 2 million women informal workers, runs a
child care cooperative for its members in Ahmadabad. The
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