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| 1 QUICK REFERENCE CARD

In his Budget Speech on 12 March 2025, the Minister of Finance announced new tax rates, tax rebates, tax
thresholds and other tax amendments for individuals. Details of these proposals are listed below, and
employers must update their payroll systems accordingly. The deduction tables and instructions in this guide

came into effect on 1 March 2025.

bles { lividual | Special
2025/2026Tax Year (1 March 2025 to 28 February 2026)

TAXABLE INCOME (R) RATES OF TAX (R)

- R 237100 18% of taxable income

237101 -R 370 500

R 42 678 + 26% of taxable income above R 237 10(

370501 —-R 512 800

R 77 362 + 31% of taxable income above R 370 50(

R121 475 + 36% of taxable income above R 512 80(

673 001 —R 857 900

R179 147 + 39% of taxable income above R 673 00(

857901 -R 1 817 000

R251 258 + 41% of taxable income above R 857 900

0
R
R
R 512801 -R 673 000
R
R
R

1817 001 and above

R644 489 + 45% of taxable income above R 1 817 000

Tax rebates applicable to individuals 2026
Primary rebate R17 235
Secondary rebate (for persons 65 years and older) R 9 444
Tertiary rebate (for persons 75 years and older) R 3145

Tax thresholds applicable to individuals 2026

Persons under 65 years R 95 750
Persons 65 years and older R148 217
Persons 75 years and older R165 689

Medical scheme fees tax credit 2026

For the taxpayer R 364
For the first dependant R 364
For each additional dependant R 246

Subsistence allowance (RSA only) 2026

Meals and incidental — day trip

R 176

Only incidental costs per day

R 176

Meals and incidental costs per day

R 570

Official interest rate

In the case of a debt which is denominated in the currency of the Republic, a rate of interest equal to the South
African repurchase rate plus 100 basis points, if the country’s repurchase rate is 6%, the official interest rate

will be 7% (6% plus 100 basis points).

In the case of a debt, which is denominated in any other currency than the currency of the Republic, a rate of
interest will be the equivalents of the country’s repurchase rate plus 100 basis points. Where a new purchase
rate or equivalentrate is determined, the new rate of interest applies from the first day of the month following
the date on which that new purchase rate or equivalent rate came into operation.
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Residential accommodation
Abatement R95 750

Travelling allowance

80% of the travel allowance is subject to the deduction of employees’ tax, meaning 80% of the travel allowance
must be included in the employee’s remuneration when calculating employees’ tax. Provided that where the
employer is satisfied that at least 80% of the use of the motor vehicle for a year of assessment will be for
business purposes, then only 20% of the allowance will be subject to employees’ tax.

Travel allowance cost scale table for 2026 tax year (from 01 March 2025)
Vehicle cost ceiling R800 000
The simplified rate per kilometer R4.76

Exempt Bursary 2026

Remuneration proxy R600 000
Grade R to 12 and NQF level 1 to 4 (relative of employee without disability ) R20 000
Grade Rto 12 and NQF level 1 to 4 (family member of employee with disability R30 000
NQF level 5 to 10 (relative of the employee without disability) R60 000
NQF level 5 to 10 (family member of employee with disability) R90 000

Fringe benefit: employer - owned provided motor vehicles

With effect from 1 March 2011, the percentage rate for all employers - owned provided vehiclesis 3.5 % per
month of the vehicle’s determined value. However, vehicles with maintenance plans included within the
purchase price at the time of purchase will trigger only a 3.25% monthly fringe benefit.

With effect from 1 March 2014, where the vehicle is acquired by the employer under an operating lease
concluded at arm’s length and that are not connected persons in relation to each other, the value of a fringe
benefit is the actual cost to the employer incurred under this lease plus the cost of fuel in respect of that vehicle.

Retirement Fund Contributions

The tax harmonization reformsfor Pension fund, Provident fund and Retirement Annuity fund (retirement funds)
have been implemented from 1 March 2016. All individuals who contribute towards a retirement fund after 1
March 2016 will qualify for a tax deduction of the lesser of:

(a) R350 000; OR
(b) 27.5% of the higher of -
i.  Remuneration as defined in Fourth Schedule (excluding retirement fund lump sum benefit,
retirement lump sum withdrawal benefit and severance benefit); or
il Taxable income before allowing any deduction under ss11F, 6quat(1C) and 18A) (excluding
retirement fund lump sum benefit, retirement lump sum withdrawal benefit and severance benefit)
OR
(c) Taxable income (before allowing any deduction under ss11F, 6quat(1C) and 18A) and before inclusion
of any taxable capital gain (excluding retirement fund lump sum benefit, retirement lump sum withdrawal
benefit and severance benefit).

Period for keeping records
Records need not be retained by the person after a period of five years from the date of the submission of the
return and after a period of five years from the end of the relevant tax period.

If the records are relevant to an audit or investigation or a person lodges an objection or appeal against the
assessment or decision made, the person must retain the records relevant to the audit, objection or appeal until
the audit is concluded or the assessment or the decision becomes final.
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EURTHER INFORMATION

For more information

e Visit the SARS website www.sars.gov.za,
e Call the SARS Contact Centre on 0800 00SARS (7277), or
e Visit your nearest SARS branch.

2 PURPOSE

o The purpose of this documentis to assist employers in understanding their obligations relating to
Employees’ Tax, Skills Development Levy (SDL) and Unemployment Insurance Fund (UIF) contributions.

3 SCOPE

o This basic guide is issued in terms of Paragraph 9(2) of the Fourth Schedule to the Income Tax Act No.
58 of 1962.

) This guide prescribes the:
° Employees’ tax deduction tables as contemplated in Paragraph 9(1) of the Fourth Schedule to the
Income Tax Act;
° Manner in which the tables must be applied by the employer.

4 BACKGROUND

What is employees’ tax

Where an employer pays or becomes liable to pay remuneration to an employee, the
employer has an obligation to deductor withhold employees’tax from the remuneration
and pay the tax deducted or withheld to the South African Revenue Service (SARS) on

a monthly basis. In mostinstances, the employeris obligedto issue each employee with

an employees’tax certificate [IRP5/IT3 (a)] at the end ofeach tax period whichreflects,

amongst other details, the employees’ tax deducted.

e Thesesubjects are fully dealtwith later in this guide. In addition thereto, the employer is
obliged to submit an Employer Reconciliation Declaration (EMP501) to SARS.

e In terms of Paragraph 3 of the Fourth Schedule, employees’ tax receives preference
overany otherdeduction fromthe employee’s remuneration which the employer has a
right or is obliged to deduct otherwise than in terms of any law.

o Any reference to the start date and end date of a tax period is 1 March and 28/29
February. This guide will include the start and end dates of 2nd alternate period. An
alternate period is normally determined at the option of the employer which may be
exercised in relation to all employees or any class of employee. Where an employer
adopts the so-called alternate period, any remuneration paid to an employee during such
alternate period is regarded as having been paid to him/her during the corresponding
tax year.

What is SDL e Thisisacompulsorylevy schemeforthe purposes offunding education and training as
envisaged in the Skills Development Act, 1998. This levy came into operationon 1 April
2000 and is payable by employers on a monthly basis.

What are UIF e Thisis a compulsory contribution to fund unemployment benefits. Since 1 April 2002,

contributions the contributions deducted and payable by employers on a monthly basis have been
collected by SARS and are paid over to the UIF which is managed by the Ul
Commissioner.

Liability of e The representative employer is not relieved from any liability, responsibility or duty of
representative employer the employer and is therefore subject to the same duties, responsibilities and liabilities
as the employer.
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Paragraphs of the Fourth and Seventh Schedules and Sections referred to in this
publication are governed by the Income Tax Act. References to the Skills Development
Levies Act (the SDL Act), Unemployment Insurance Contributions Act (the UIC Act) and
Tax Administrative Act (the TA Act) are specifically indicated.

| 5 REGISTRATION

5.1 REGISTRATIONAS AN EMPLOYER

References to the Act

Meaning

Application to register

Employers exempt from
paying the SDL levy

Registration with the Ul
Commissioner for UIF
purposes

Chapter 3 of the TA Act
Paragraph 15(1) of the Fourth Schedule, Sections 4 and 5 of the SDL Act
Sections 4 and 10 of the UIC Act

Employer must apply for registration foremployees’tax purposes with SARS within 21
business days after he/she becomes an employer unless none of the employees are
liable for normal tax.

Where an employer is liable to pay the SDL levy, the employer must register as an
employer with SARS and must indicate the jurisdiction of the SETA within which the
employer must be classified.

Where an employeris liable to pay the UIF contribution, the employer must register with
SARS or the UIF office (whichever is applicable to such employer) for the payment of
the contributions.

Applicationto register as an employer mustbe made viaeFiling or atthe SARS Branch.

The following employers are exempt from paying the SDL, any:

@ Public service employer in the national or provincial sphere of Government.

o Public service employer in the national or provincial sphere of Government.

= National or provincial public entity if 80% or more of its expenditureis paid directly or
indirectly from funds voted by Parliament.

Note: These employers mustbudget for an amount equal to the levies payable for training and
education of their employees

@ Public benefit organisation, exempt from the payment of Income Tax in terms of
section 10(1)(cN), which solely carrieson certain welfare and humanitarian (paragraph
1 of Part 1 of the Ninth Schedule), health care (limited to paragraph 2(a), (b), (c) and
(d) of Partl ofthe Ninth Schedule), religion, belief or philosophy public benefit activities
(paragraph 5ofPart 1 ofthe Ninth Schedule) or solely provides fundsto such a public
benefit organisation (paragraph 10 of Part 1 of the Ninth Schedule) and to whom a
letter of exemption has been issued by the SARS Tax Exemption Unit;

@ Municipality in respectofwhich a certificate of exemption is issued by the Minister of
Labour.

Although the above-mentioned employers are exempt from payment of levy, they are

not absolved from registration. An employer is not required to register as an employer

for SDL purposes if there are during any month reasonable grounds for believing that

total leviable amount paid or payable by that employer to all its employees during the

following 12 month period will not exceed R500 000 even though such employer isliable

to register with SARS for Employees’ Tax purposes.

The following employers must register with the Ul Commissioner:

o If employer is not required to register for employees’ tax purposes at SARS;

= Employer who has not registered voluntarily as an employer for employees’ tax
purposes at SARS;

= Employer who is not liable for the payment of SDL.

Employer/employee is not required to contribute in following circumstances:

= An employee and his/her employer, where such employee is employed by the
employer for less than 24 hours a month;

= Employees and employersin the national and provincial spheres of Government who
are officers or employees as defined in Section 1(1) of the Public Service Act 1994
(Proclamation No. 103 of 1994);

s ThePresident, Deputy President, a Minister, Deputy Minister, member of the National
Assembly, a permanent delegate to the National Council of Provinces, a Premier, a
member of an Executive Council or a member of a provincial legislature; and

s Any member of a municipal council, a traditional leader, a member of a provincia
House of Traditional Leaders and a member of the Council of Traditional Leaders.
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5.2 BRANCHES REGISTERED SEPARATELY

Reference to the Act Chapter 3 of the TA Act
Paragraph 15(1) of the Fourth Schedule

Meaning e Where employer has applied for separate registration of branches of hisher
undertaking, each branch shall be deemed to be a separate employer.

Application form e Application must be made on an EMP102 form.

e Where an employeeis transferred between branches, the branch where the employee
Transferring between has worked until date of transfer must issue an IRP5/IT3(a) for the period 1 March (or
branches date of commencement of employment if such date was after 1 March) up to the day
precedingthetransfer. The branch to which the employee was transferred must issue a
further IRP5/IT3(a) to cover the period from date of transfer up to the end of February

(or other date, e.g. where the employee’s service was terminated).

5.3 CHANGES OF REGISTERED PARTICULARS
Reference to the Act Chapter 3 of the TA Act

Meaning e An employer must inform SARS in writing within 21 business days of any change in
registered particulars:

Postal address;

Physical address;

Representative taxpayer;

Banking particulars used for transactions with SARS;

Electronic address used for communication with SARS; or

Such other details as the Commissioner may require by public notice.

O o o o o o

5.4 DEREGISTRATION OF AN EMPLOYER

Reference to the Act Paragraph 15(3) of the Fourth Schedule

Meaning e Every personwho isregistered as an employer shall within 14 days after ceasing to be
an employer, notify the Commissioner in writing ofthe fact of the employer have ceased
to be an employer.

| 6 RECORD KEEPING

6.1 EMPLOYER RECORDS

Reference to the Act Chapter 4 of the TA Act
Paragraph 14(1)) of the Fourth Schedule

Meaning e Theemployermustkeep aregisterand must contain personal particulars as well as financial
details ofeach employee and maintained in such a form, including any electronic form, as may
be prescribed by the Commissioner.

e Thefollowing records ofall employees’ needs are to be maintained by the employer, as may
be prescribed by the Commissioner.
= Amount of remuneration paid;

s Employees’ tax deducted/withheld on all remuneration;

s UIF contributions;

o Income Tax reference number of that employee; and

s Such further information as the Commissioner may prescribe.
Prescribed period for e Therecords mustbe kept for a period of five (5) years from the date of the submission of the
keeping records return and fromthe end oftherelevant tax period if the personis not required to submit a tax

return but has earned some form of taxable income. The employer must retain such records
and make them available for scrutiny by the Commissioner.

e Employerswho supply the tax certificate information on an electronic medium or electronically,
must also keep such records for the prescribed period.
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6.2 RECORDS AND INFORMATION TO BE PROVIDED BY THE EMPLOYEE

Reference to the Act

Meaning

Written declaration by
employee

Paragraph 14(1) of the Fourth Schedule

The employee must supply the following particulars to his/her employer to ensure that the
employer’s records are correct:

o Surname and full names;

Address;

South African Identity number or passport number and date of birth;

Income Tax reference number (if any);

Written declaration where required.

o o o o

An employee is deemed to be in standard employment -

s Where such employeerenders services to the employer for 22 hours or less in every
completed week;

= The employee furnishes the employer with a written declaration stating that he/she
does notorwill notrender services to another employer during the period he/she hold

such employment at the relevant employer.

7 DETERMINING THE EMPLOYEES’ TAX, SDL AND UIF LIABILITY

7.1 ELEMENTS REQUIRED BEFORE EMPLOYEES’ TAX MAY BE DEDUCTED

Reference to the Act

Meaning

Definitions of employer, employee and remuneration in Paragraph 1 of the Fourth Schedule

The Fourth Schedulerequires the presence of the three elements before employees’ tax
may be deducted, namely, an employer paying remuneration to an employee.

s The employer must determine the employment relationship to be able to classify the
worker correctly in order to determine the rate which must be applied to deduct

employees’ tax from the remuneration of the specific employee.

7.2 ANNUAL EQUIVALENT CALCULATION

Reference to the
Act

Meaning

Prescribed
formula

Determination of
annual
equivalent

Example:
Employee’s tax
period is shorter
than afull tax

Paragraphs 9(1) and 9(2) of the Fourth Schedule
Applicable Tax Deduction Tables

An annual equivalent must be determined when an employee's tax period is shorter than a
full tax year in order to determine amount of Employees’ Tax deductible.

The following formula must be used to determine the annual equivalent:

Total remuneration received/accrued X Total pay periods in tax year
Total pay periods worked

Although the annual tax is determined on an annual equivalent, the employee will notbe
liable for tax on the annual equivalent, but for the pro-rata portion which represents the
employees’ tax deductible on the remuneration which was actually received or accrued.
This is done by dividing it by the ratio which a full year bears to the periods in respect of
which the remuneration was received or accrued.

An annual equivalentneed only be determined when an e mployee’s tax period is shorter
than a full tax year.

A monthly paid employee: (under 65) worked for 7 full months at one employer and
received R110, 000 for the period worked. The annual equivalent must be determined in order
to do afinal employees’ tax calculation.

year Calculating annual equivalent: R110,000 + 7 x 12 = R188,571
Tax on annual equivalent of R188,571 according to annual tax R16 741
table
Tax on R110,000 for 7 months worked: R16 741+~ 12 x 7 R 9766
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Examples: . Weekly paid employee: A weekly remunerated employee (under 65) starts working on the
Employee is 5th day of a week. He receives R1 090 for the 3 days worked during the first week. The
employed for a employee’s week consists of 7 days.

portion of a pay

period

Determine the decimal portion of the pay period: 3 +7 =0.4285
Calculating annual equivalent: R1 090 + 0.4285 x 52 = R132 275
Tax on annual equivalentof R132 275 according to annual taxi R6 551

Tax on R1 090 for 3 days worked: R6 551 + 52 x 0.4285 R54

. Fortnightly paid employee: A fortnightlyremunerated employee (under 65) starts working
on the 7th day ofafortnight period. He receives R3 244 for the 8 days worked during the first
fortnight period. The employee’s week consists of 14 days.

Determine the decimal portion of the pay period: 8 + 14 =0.5714
Calculating annual equivalent: R3 244 +0.5714 x 26 = R147 609
Tax on annual equivalent R147 609 according to annual tax table | R9 346
Tax on R3 244 for 8 days worked: R9 346 + 26 x 0.5714 R205

. Monthly paid employee: A monthly remunerated employee (under 65) starts working on
the 16th day of amonth which consists of 30 days. He receives R6 500 for the 15 days worked
during the first month.

Calculating annual equivalent: R6 500 + 0.5 x 12 = R156 000

Tax on annual equivalent R156 000 according to annual tax table| R10 879
Tax on R6 500 for 15 days worked: R10 879 + 12 x 0.5 R453

7.3 DEDUCTION TO DETERMINE THE BALANCE OF REMUNERATION

7.3.1 RETIREMENT FUND CONTRIBUTIONS

Reference to the Act Paragraph 2(4)(a), (b) and (“bA) of the Fourth Schedule
Section 11F
Meaning e The employer must deduct contributions made by the employee to any pension fund,

provident fund or/and retirement annuity fund (RAF) which the employer is entitled or
required to deduct from the employee's remuneration.

e From 1 March 2016, contributions made or amountpaid by the employer of the person
on behalfofor for the benefit of that person will be ataxable fringe benefitand a deemed
contribution in the hands of the employee. Therefore, current contributions =
contributions actually made by the employee plus employer contributions / payments
(deemed employee contributions).

Limitation e Allowable deduction mustbe limited to the deduction to which employee is entitled under
section 11F having regard to the remuneration and period (e.g. current or arrear
contributions) i.r.o. of which it is payable. Provided that at any time during year of
assessment, the amount of contribution to be deducted i.t.o paragraphs (a), (b) and (bA)
mustnotexceed an amountthat bears to amount stipulated in section 11F(2)(a) same ratio
as period duringwhich remunerationwas paid by employer to employee bears to awhole
year.

e Current contributions — The deduction must be limited to the lesser of :
R350 000; OR
27.5% of the higher of -
= Remuneration as defined in Fourth Schedule (excluding retirement fund lump sum
benefit, retirement lump sum withdrawal benefit and severance benefit); or
= Taxable income before allowing any deduction under ss11F, 6quat(1C) and 18A)
(excluding retirement fund lump sum benefit, retirementlump sum withdrawal benefit and
severance benefit)
OR
e Taxable income (before allowing any deduction under ss11F, 6quat(1C) and 18A) and
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before inclusion of any taxable capital gain (excluding retirement fund lump sum benefit,
retirement lump sum withdrawal benefit and severance benefit).

IRP5/IT3(a) details e Total current pension fund contributions reflect under code 4001 (current plus arrear

contributions).

e Total current provident fund contributions reflect under code 4003.

e Only provident fund contributions made on or after 1 March 2016 are allowable as a
deduction. Contributions made pre - 1 March 2016 are not allowed as a deduction.

e  Total currentretirement annuity fund contributions reflect under code 4006 (current plus
arrear contributions).

® A partnerin a partnership must be deemed to be an employee of a partnership and a
partnership must be deemed to be the employer to the partners in that partnership with
effect from 1 March 2016.

7.3.2 DONATIONS

Reference to the Act Paragraph 2(4)(f) of the Fourth Schedule
Section 18A(2)(a)

Meaning e Theemployer mustdeductso much ofany donation deductible from the remuneration of
the employee in terms of section 18A(2)(a) and pay such amount to relevant approved
organisation on behalf of the employee.

Limitation e Deduction may not exceed 5% of remuneration after deducting pension, provident and
retirement annuity fund contributions.The deduction is only allowed if employee has
provided employer with receiptwhichreflects details as prescribed in section 18A(2)(a).

IRP5/IT3(a) details e Reflect under code 4030 and notonly the allowable portion deducted from remuneration.
COVID 19 - Tax Relief : e In order to alleviate cash flow problems for employees who make donations through the
Donations to Solidarity employer, the maximum deduction of 5% is increased. An additional limit of up to a
Fund maximum of 33,3% for three months or 16,66% for six months depending on the

employee’s circumstances, is available.
e This amendment is effective from 1 April 2020 up until 30 September 2020.

7.3.3 MEDICAL SCHEME FEES TAX CREDIT

Reference to the Act Paragraph 9(6) of the Fourth Schedule
Section 6A,6B(3)(a)(i)(ii)

Meaning e Effective from 1 March 2014, the medical scheme fees tax credit ap pliesto all taxpayers . Visit
website www.sars.gov.zafor a full explanationon the Medical Scheme Fees Tax Credit

Medical scheme fees tax e The tax credit applies in respect of fees paid by the taxpayer to a registered medical
credit scheme. The number of persons (dependants) forwhom you make contributionsto a
medical scheme will determine the value of the credit. The amount of the medical
scheme fees tax credit for 2026 tax year is:
s R364 in respect of benefits to the taxpayer;
s R364 in respect of benefits the taxpayer’s first dependent;
@ R246 in respect of benefits to each additional dependent.

e Additional medical expenses tax credit related to medical scheme contributions for
taxpayers above age of 65 must be taken into accountto calculate monthly PAYE. This
is only available from 2017 tax year onwards.

¢ Wheremore than oneperson pay medical fees in respectof the benefits to a person or
dependant, the amountallowable in respectofthe medical scheme fees tax credit must
be apportioned in the same ratio as the amount of the fees paid by that person bears
to the total amount of fees payable.

e TheMinister of Finance may announce in national annual budget, the amounts allowed
to a natural person by way ofrebates with effect from a date or dates mentioned in the
announcement. If Minister makes an alteration to the amount/s, that alteration comes
into effect from the date or dates determined by the Minister in that announcementand
continues to apply for a period of twelve (12) months from the date or dates.
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IRP5/IT3(a) details e A contribution madebythe employeronbehalfofemployee is ataxable fringe benefit
in the hands of an employee. These contributions are deemed to be paid by employee
and the same value included as a taxable benefit (code 3810) should be added to value
of the contributions made by the employee (code 4005).

. Information relating to medical scheme contributions must be reported as follows:

| Paid contributions Fringe benefit Deemed contributions
Employee Medical Tax Credit Medical Tax Credit Medical Tax Credit
= R (IRP5/IT3(a) code =4474|= R (IRP5/IT3(a) code = 3810)= R (IRP5/IT3(a)code = 4005

7.4 EMPLOYEES’ TAX DEDUCTION

Reference to the Act Paragraphs 2(1), 2(2), 2(4), 2(5)(c), 3 and 7 of the Fourth Schedule

Section 7B
Meaning e  Must be deducted from any amount that is paid by way of remuneration.
Amount on which o Deduction is calculated on the balance of remuneration after the deduction of all allowable
employees’ tax is deductions (e.g. Retirement annuity fund contribution, provident fund contribution, pension
deductible fund contribution and donations).
Voluntary additional e Forvarious reasons, employees may find thatthey have to pay in fairly large amounts upon
employees’ tax receiptoftheir assessments. To reduce the amount payable on assessmentor avoid having
deduction to pay in an additional amount, such employees may request (in writing) their employersto

deduct from their remuneration a greater amount of employees’ tax than is required.

Agreement between e Employer and employee may under no circumstances conclude an agreement whereby
employer and employee employer undertakes not to deduct or withhold employees’ tax or UIF contributions. Such
agreementis void in terms of Paragraph 7 of Fourth Schedule.

Remittance of e The employer must remit the amount deducted or withheld to SARS with his/her Monthly
employees’ tax Employer Declaration (EMP201).
IRP5/IT3(a) details o Reflectunder code the following codes —

s Code 4102 — The PAYE component of the employees’ tax deducted / withheld including
any voluntary additional employees’ tax deducted;
s Code 4103 - The total of code 4101.

7.5 SDL LIABLE AMOUNT

Reference to the Act Sections 3(1) and (4) of the SDL Act
Paragraph 2(5) of the Fourth Schedule

Meaning e Employer must pay SDL atthe following rates:
= From 1 April 2000, at a rate of 0,5 per cent of the leviable amount, and
= From 1 April 2001, at a rate of one per cent of the leviable amount.
e |f the Minister makes changes to the rate, the new rate will apply with effect from the
date announced by the Minister by notice in the Government gazette.

Amount on which SDL is The leviable amount is the total amount of remuneration, paid or payable, or deemed to
determined be paid or payable, by an employerto its employees during any month, as determined
in accordance with the Fourth Schedule provisions for purposes of determining the
employer’s liability for Employees’ Tax.
e SDL is therefore determined on the balance of remuneration after the deduction of all
allowable deductions (i.e. pension or provident fund contributions, RAF contributions
and donations).

Note: All remuneration not included in the definition of remuneration for SDL purposes
should be excluded from the balance of remuneration result.
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Remuneration excluded e Remuneration for the purposes of calculating SDL excludes amounts:
for the purposes of SDL = Paid or payable as contemplated in paragraphs ‘(c) and (d) of the definition of “employee”
in paragraph 1 of the Fourth Schedule, to whom a certificate of exemption has been
issued in terms of paragraph 2(5)(a) of that schedule,
@ Paid or payable to any person by way of any pension, superannuation allowance or
retiring allowance,
@ Interms of paragraph (a), (d), (‘e) or (‘eA) of definition of “gross income” in section 1,
@ Payable to alearnerin terms ofacontract of employment as contemplated in section 18
(3) of the SDL Act.

IRP5/IT3(a) details e Reflect under code 4142

7.6 UIF LIABLE AMOUNT

Reference to the Act Sections 5 and 6 of the UIC Act

Meaning e The employer and employee must on a monthly basis contribute 1% of the
remuneration paid or payable to the relevant employee during any month to UIF.
e Minister of Finance determines UIF contribution threshold and published it in Gazette.

Effective date Amounts

With effect from 1 April 2002 R 8 099 per month (R97 188 annually)
With effect from 1 April 2003 R 8 836 per month (R106 032 annually)
With effect from 1 October 2005 R10 966 per month (R131 592 annually)
With effect from 1 July 2006 R11 662 per month (R139 944 annually)
With effect from 1 February 2008 R12 478 per month (R149 736 annually)
With effect from 1 October 2012 R14 872 per month (R178 464 annually)
With effect from 1 June 2021 R17 712 per month (R212 544 annually)

Amount on which UIF contribution is based is total amount of remuneration as defined
for UIF purposes. All remuneration not included in the definition of remuneration for
UIF purposes should be excluded from the remuneration for purposes of determining the
UIF liable amount

Amount on which UIF
contributions is
determined

e The employer must remit the UIF amount liable to SARS with his/her monthly EMP201
payment.

Remittance of
employees’ tax

IRP5/IT3(a) details . Reflect under code 4141.

8 ESTIMATED ASSESSMENT

Reference to the Act Chapter 8 of the TA Act
Section 9A of the UIC Act

Meaning e Employees’tax must be deducted from any amount that is paid by way of remuneration

e The Commissioner may estimate the amount (based on information readily available)
of Employees’ tax, SDL or UIF due by employer where employer has:

o Failed to furnish an EMP201 as required; or
= Submitted a return or information that is incorrect or inadequate.

e If taxpayer is unable to submit an accurate return, a senior SARS official may agree
in writing with taxpayer as to an amount of tax chargeable and issue an assessment
accordingly. Assessment is final and cannotbe subjected to an objection and appeal.

e Employer shall be liable to the Commissioner for payment of amount of employees’
tax, SDL or UIF contributions estimated as if such an amount was deducted / withheld
as required by the provisions of the relevant Tax Acts.

® The estimate amount payable by employer is subject to objection and appeal unless
both employer and Commissioner in terms of section 95(3) of Tax Administration Act
agree in writing to said estimate assessment(s).
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|9 PAYMENTS

9.1 PAYMENT OF EMPLOYEES’ TAX, SDL AND UIF

Reference to the Act Chapter 10 of the TA Act
Paragraphs 2(1), 5(1) and 14(2) of the Fourth Schedule
Section 6 of the SDL Act
Section 7(4) and 8 of the UIC Act

Meaning e The employees’ tax and UIF conftributions as well as SDL must be paid over to SARS
within seven days after the end of the month during which the amount was deducted or
due or such longer period as the Commissioner determines.

o Where the seventh day falls on a Saturday, Sunday or public holiday, the payment must
be made notlater than the last business day prior to such day. These cut-off dates apply
to SDL and UIF contributions as well.

Monthly declaration e The employer must submit such declaration as the Commissioner may prescribe when
making any payment. The prescribed EMP201 must be requested by the employer for
payment purposes each month.

® Payments in respect of employees’ tax, SDL and UIF contributions must be reflected
correctly and separately onthe EMP201 in order to avoid the incorrect allocation of these
payments and the unnecessary issue of final demands.

Requesting an EMP201 e Employer must request EMP201 declaration from SARS:
@ viaeFiling;
@ viae@syFile™ Employer; or
= Ata SARS Branch.

Employer personally e An employerwho fails to deductor withhold the full amount of Employees’ tax and / or
liable UIF contributions is personally liable for the shortfall.
Payments o Please refer to SARS Payment Rules — Reference Guide available on the SARS

website: www>sars.gov.za

Allocation of payments e Where any paymentis made by an employer in respect of Employees’ Tax, SDL and
UIF, such payment will be allocated in the following order:
s Penalty;
o Interest, to the extent to which the payment exceeds the amount of penalty;
= Employees’ tax or additional penalty, to the extent to which the payment exceeds the
amount of penalty and interest.

e Where there is a shortfall after the allocation of penalties and interest and the
outstanding tax has not been covered in full, interest will continue to accrue on the
outstandingtax. Theserules are also applicable to SDL and UIF contribution payments.

e SARS may allocate any paymentagainstthe oldesttax and/or the oldestinterest where
no designation on an account has been received excluding amount not yet due.

9.2 INTEREST AND PENALTY

Reference to the Act Chapter 15 of the TA Act
Paragraph 6(1) of the Fourth Schedule
Section 89bhis(2)
Sections 11, 12(1) and 12(3) of the SDL Act
Section 13(1) of the UIC Act

Meaning e Interest and penalty may be imposed on late payments or outstanding amounts.

= A penalty equal to 10% in addition to the interest will be imposed on late
payments or outstanding amounts.

@ Interest is payable at the prescribed rate if any amount of Employees’ tax,
SDL or UIF contributionsis not paid in full within the prescribed period for
payment of such amount.

= If employerfailsto pay an amount with intentto evade his/her obligation, he/she
may be liableto pay penalty notexceeding an amount equal to twice amount of
employees’ tax, SDL or UIF contributions which employer so failed to pay.
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| 10 OFFENCES

Reference to the Act

Meaning

Penalty clause

Chapters 15, 16 and 17 of the TA Act
Paragraph 30(1) of the Fourth Schedule

Any person will be guilty of an offence and liable on conviction to a fine or imprisonment
where he/she:

o

Fails to:

o Deduct employees’ tax from remuneration or to pay tax to the Commissioner within

the prescribed period,;

Deliver IRP5/IT3(a) to employees or former employees within the prescribed periods

Apply for registration as an employer;

Comply with a written request for information;

Notify the Commissioner ofa change ofaddress;or that he/she has ceased to be an

employer;

o Comply with the conditionsfor using amechanised systemfor printing IRP5/IT3(a) to
be issued to employees or former employees;

o Maintain arecord of remuneration paid and tax deducted

o Comply with any condition prescribed by the Commissionerin regardto the mannerin
which IRP5/IT3(a) may be used, the surrender of unused stocks of certificates,
accounting for used, unused and spoiled IRP5/IT3(a) when required by the
Commissioner to do so or to surrender unused IRP5/IT3(a) when ceasing to be an
employer;

o Comply with an Income Tax directive issued by Commissioner

Uses/applies employees’ tax deducted or withheld, for purposes other than the payment of

such amount to the Commissioner;

Permits a false IRP5/IT3(a) to be issued or knowingly is in possession of or uses a false

IRP5/IT3(a);

Alters an IRP5/IT3(a) issued by any other person, purports to be employee named on any

IRP5/IT3(a) or obtains acreditforhis/her own advantage or benefitin respect of employees’

tax deducted or withheld from another person’s remuneration;

Notbeing an employer and without authority from an employer issues or causes to be issued,

any document purporting to be an IRP5/IT3(a);

Furnishesfalse information ormisleads his/her employer regarding the amount of employees’

tax to be deducted in his/her case;

Defaults in rendering a return.

O O O O

An employer shall be guilty of an offence may be fined or sentenced to imprisonment for
a period not exceeding 12 months.

11 TAX DIRECTIVES

11.1 PURPOSE OF A TAX DIRECTIVE

Reference to the Act

Meaning

Rules related to tax
directives

Paragraph 9(3) of the Fourth Schedule

e Adirective is an authorisation issued by SARS to the employer/ fund administrator on
how to deduct employees’ tax from certain payments.

e Tax calculations according to the tax directive shall be calculated and be determined
by the Commissioner.

e Thefollowing rules relate to a tax directive:

o

o

o

o

o

Atax directive is only valid for the tax year or period stated thereon;

Employers may not act upon photocopies of directives;

Employers may under no circumstances deviate fromthe instructions of the directive;
Tax directives issuedto electronic clients via the SARS Interface are valid directives;
Employers must apply the percentage of employees’ tax as indicated on the directive
prior to taking into account allowable deductions for employees’ tax purposes (eg.
pension, retirement annuity fund contributions, etc.).
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Application forms have been developed for purposes of applying for a specific tax
directive and are available on SARS website www.sars.gov.za. Form A & D, Form B,
FormC and Form E are samples offorms to be used by funds and fund administrators
must add their own logo and address when submitting applications forms.

When applying for a tax directive, the employer/fund administrator must ensure that

the correct application form is used according to reason for the exit from
fund/employer’s service and nature of amount payable to employee/member of fund.
e The forms available are:

o

IRP3(a) - Severance benefitpaid by employer (e.g. death/retirement/retrenchment). The
form mustalso be used for share options without obligation, Two Pot Savings withdrawal
benefit or other lump sums;

IRP3(b) — Employees’ tax to be deducted at a fixed percentage (e.g. commission
agents/personal service provider);

IRP3(c) — Employees’ Tax to be deducted ata fixed amount (e.g. Paragraph 11 of the
Fourth Schedule (hardship) / assessed loss carried forward);

IRP3(s) — Employees' tax to be deducted on any amount to be included under section
8A or 8C of the Income Tax Act.

Form A & D — Lump sum benefits paid by pension and/or provident fund. (e.g. death
before retirement/retirement due to ill health/retirement);

Form B - Lump sum benefits paid by pension or provident fund on
resignation/withdrawal/winding up/transfer or paymentas defined in Paragraph (eA) of
the definition of gross income/future surplus apportionment/unclaimed benefit/divorce
payments);

Form C — Lump sum benefits paid by a RAF to a member (e.g. death before retirement/
retirement due to ill health/transfer from one RAF to another before retirement);
Form E — Lump sum benefits payable after retirement (e.g. Death Member/Former
Member after Retirement, Par. (c) Living Annuity Commutation, Death - Next Generation

Employees’ tax

IRP5/IT3(a) details

Annuitant, Next Generation Annuitant Commutation, Gn16: Existing Annuity).

To avoid a delay in the issuing of a directive, certain minimum information is required
on therelevantapplicationform. For more information refer to Guide for Tax Directives -
External on the SARS website: www.sars.gov .za.

Normal termination of service: The lump sum paid by an employer to an employee
is treated as an annual payment (for example, service bonus) andthe applicable formula
is used forthe calculation of employees’'tax. A gratuitous payment (leave pay that the
employee is not entitled to but which is paid out voluntarily by the employer) upon
termination of employment that is calculated with reference to leave days, does not
constitute leave pay and could be included in the severance benefit amount.

Leave pay is a payment in respect of services rendered and the amount does
not form part of a severance benefit.

Retrenchment, retirement or death: A tax directive must be obtained from SARS
preferably where employee is registered for Income Tax purposes. The applicable
exemption shall be determined by SARS with the processing of tax directive application.

Normal termination of service: PAYE calculation must be done at the end of the tax
period to determine the PAYE.

Retrenchment, retirement or death: Lump sum amount paid due to retrenchment,
retirement, etc. reflect on IRP5/IT3(a) certificate under code 3901.
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Reference to the Act Paragraph 11 of the Fourth Schedule

Meaning

The Commissioner may, having regard to the circumstances of the case, issue a
directive authorising the employer to:

Refrain from deducting any employees’ tax from the remuneration of an employee;
Deduct a specified amount of employees’ tax from the remuneration of an employee;
Deduct an amount of employees’ tax determined in accordance with a specified rate or
scale.

Reason for directive This type of directive is issued:

Application form .

In order to alleviate hardship to that employee due to circumstances outside the control
of the employee;

To correct any error in regard to the calculation of employees’ tax;

In case of remuneration constituting commission (IRP3(b) application form);
Whereremunerationis paidto apersonalservice provider (IRP3(b) application form);

Either an IRP3(b) or IRP3(c) application form must be submitted in respectofthe above.

11.3 TAXATION OF MULTIPLE SOURCES OF INCOME

Reference to the Act Paragraph 2 (2B) of the Fourth Schedule

Meaning e  Where the person or a taxpayer receives remuneration from more than one
employer particularly retirementincome in atax year, are often leftwith a tax debt
due to under payment of PAYE.

Reason for directive This type of directive is issued:

. In order to alleviate the burden, the person that is a pension fund, pension
preservation fund, provident fund, provident preservation fund, retirement annuity
fund when deducting or withholding employees’ tax in respect of any year of
assessment, apply thefixed tax rate that the commissioner directs must be used
in determining the amount of employees’ tax to be withheld where the person to
whomthatannuity is paid receives an amountofremuneration from more than one

employer.

11.4 DIVIDENDS I.R.O EMPLOYEE-BASED SHARE SCHEMES

Reference to the Act Paragraph (g) definition of “remuneration” of the Fourth Schedule
Section 10(1)(k)(i): proviso (dd), (ii), (jj) and (kk), section 31(3)(b)(i)

Meaning e Effective from 1 March 2017 (2018 year of assessment), where any dividend is
received or accrued to a person by way of dividend contemplated in the following
provisos, these amounts must be included in remuneration and employees’ tax MUST
be deducted.

e Pre 1 March 2017 these amounts were only taxable on assessment. From
1 March 2018 in terms of paragraph 11A(4) ofthe Fourth Schedule, the employer must
ascertain from the Commissioner the amount of employees’ tax to be deducted or
withheld. The updated tax directive application

IRP5/IT3(a) details Paragraph (dd) of the proviso to section 10(1)(k)(i)

e Dividends received or accrued i.r.o of services rendered or be rendered or i.r.o or by
virtue of employment or the holding of any office are taxable as ordinary revenue,
unless the:

o Dividend received i.ro. of restricted equity instrument as defined in s8C;
@ Shareis held by the employee, or
o Restricted equity instrument constitutes an interestin a trust.
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o Reflect undercode 3719. Code 3769 MUST only be used for local dividends linked to
foreign services.

Paragraph (ii) of the proviso to section 10(1)(k)(i)

e  Exemption in s10(1)(k)(i) will not apply to any dividend received by or accrued to a
personi.r.o.services rendered orto berendered i.r.o.ofor by virtue ofemploymentor
the holding of any office, other than a dividend received or accrued i.r.o a restricted
equity instrumentas defined in s8C held by that person orin respectofashareheld by
that person.

o Reflect undercode 3720. Code 3770 MUST only be used for local dividends linked to
foreign services.

Paragraph (jj) of the proviso to section 10(1)(k)(i)

e Dividends i.r.o. of restricted equity instruments will not be exempt if the value of the
underlying shares is liquidated in full or in part by means of a distribution before the
restrictions on the shares are lifted.

e The exemption will NOT apply wherethe dividendis derived directly or indirectly from,
or constitutes:

s Amount transferred/applied by a company as consideration for the acquisition or
redemption of any share in that company;

= Amount received/accrued in anticipation of, or in course of winding up, liquidation,
deregistration or final termination of a company; or

= Equity instrumentthatis notarestricted equity instrumentas defined in s8C, that will,
on vesting, be subject to that section.

o Reflect undercode3721. Code 3771 MUST only be used for local dividends linked to
foreign services.

Paragraph (kk) of the proviso to section 10(1)(k)(i)

e Theexemption shall notapply to any amountreceived as dividend as defined in section
8C that was acquired in circumstances contemplated in section 8C(1) ifthatdividend is
derived directly or indirectly from —

s An amounttransferred or applied by acompany as a consideration for the acquisition
or redemption of any share in that company;

@ An amount received or accrued in anticipation or in the course of the winding up,
liguidation, deregistration or final termination of a company.

Note: paragraph (kk) came into operation on 1 March 2017.

e Reflect undercode 3723. Code 3773 MUST only be used for local dividends linked to
foreign services.

| 12 GAINS MADE I.LR.O. RIGHTS TO ACQUIRE MARKETABLE SECURITIES

Reference to the Act Paragraph 11A of the Fourth Schedule
Section 8A
Meaning e The employer must apply for an IRP3 tax directive in order to ascertain the amount of

employees’tax to be deducted or withheld from any gain made by the exercise, cession
or release of any right to acquire any marketable security as contemplated in section
8A which applies if the right was obtained before 26 October 2004.

Taxable portion e Atax liability will arise on the day on which therightis exercised or otherwise dealt with
and will be calculated as the difference between the amount paid for the marketable
security and the market value at that date.

Application form e IRP3(a) application form must be submitted in respect of the above.
IRP5/IT3(a) details o Reflect under code 3707 on the certificate.
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12.1 BROAD-BASED EMPLOYEE SHARE PLAN

Reference to the Act

Meaning

Exchange for other
qualifying equity share

Acquisition of equity
shares

Employees’ tax

IRP5/IT3(a) details

Paragraph 11A of the Fourth Schedule
Section 8B

Employees’ tax must be deducted from any amount received by or accrued to the
employee during the year fromany gain made fromthe disposal ofany qualifying equity
shareorany rightorinterestin a qualifying equity share as contemplated in section 8B,
which —
s Was acquired in terms of a broad-based employee share plan;
s Is disposed of by the employee within 5years from the date of grantof that qualifying
equity share, otherwise than:
o In exchange for another qualifying equity share;
o On the death of the employee;

o Ontheinsolvency of the employee.

If an employee disposes of a qualifying equity share in exchange solely for any other

equity share, that other equity instrument in exchange is deemed to be:

= Aqualifying equity share which was acquired by the employee on the date of grant of the
qualifying equity share disposed of in exchange;

s Acquired for a consideration equal to any consideration given for the qualifying equity
share disposed of in exchange.

If an employee acquires any equity share by virtue of any qualifying equity share held
by the employee, that other equity share so acquired is deemed to be a qualifying equity
share which was acquired on the date of grantofthe qualifying equity share so held by
the employee.

Employers must calculate the employees’tax deductible fromany amount received by
or accrued to the employee during the year from any gain made from the disposal
ofany qualifying equity share or any right or interest in a qualifying equity share,
in the same manner as tax on an annual payment (bonus).

Reflect under code 3717 on the certificate.

12.2 VESTING OF EQUITY INSTRUMENTS

Reference to the Act

Reference to
Interpretation Note

Paragraph 11A of the Fourth Schedule

Paragraph 13(1)(a)(iiB) of the Eighth Schedule
Paragraphs 64C and 64E of the Eighth Schedule
Paragraph 80(1) and 80(2A) of the Eighth Schedule
Section 8C

Note: These provisions are only applicable to any equity instrument acquired on or after 26
October 2004. See Interpretation Note 55.

Meaning e Again orloss must be included in or deducted from income for a year of assessment in
respect of vesting of any equity instrument during that year, which was acquired by that
taxpayer —

s Through hisfher employment or holding of office by a director of any company or any
associated institution in relation to that company orfrom any person by arrangement with
the taxpayer’s employer or by any personemployedoris adirector ofthatcompany or
associated institution;

© By virtue of any restricted equity instrument held by that taxpayer in respect of which
section 8C will apply upon vesting.

e An amount (including any taxable benefits) received by or accrued to an employee
under a shareincentive scheme operated for benefitof employees which was derived:

@ Capital distributionsthatinclude further restricted equity instruments are treated as non-
events, and the new restricted equity instrument is subject to section 8C. (became
effective in respect of any capital distribution or dividendsreceived or accrued on or after
1 January 2011);

= An employer’sinvolvementin swaps of equity instrumentsis nolonger a pre-requisite for
rollover treatment. As long as the new instrument is treated as a restricted equity
instrumentby the employer or associated institution, the new instrument will be s ubject

GUIDE FOR EMPLOYERS IN RESPECT OF Revision: 0 Page 19 of 43

EMPLOYEES’ TAX (2026 TAXYEAR) —

PAYE-GEN-01-G20



Exclusions

Disposal

Gain

Loss

Employees’ tax

VSARS

Effective Date: 12 March 2025

to the provisions of section 8C and the swap is a non-event. (applies to acquisiions
occurring on or after 1 January 2011);

= An anti-avoidance provision was included to guard against situations where co-
employees and directors collude to avoid the deferment of taxation that section 8C
achieves. With effect from 1 January 2011, rollover treatment will apply to equity
instruments acquired from employees or directors of same employer.

Any amount received by or accrued to a taxpayer during year of assessment relating

to a restricted equity instrument must be included in taxpayer’s income, if that amount

does not constitute:

= Areturn of capital or foreign return of capital by way of distribution of arestricted equity
instrument; or

= Adividend or foreign dividend in respect of that equity instrument; or

= Any amountthat mustbe taken into accountfor purposes of calculating again or loss for
purposes of section 8C.

Any equity instrument which was previously taxed and subsequently acquired by the
exercise or conversion of, or in exchange for the disposal of any other equity instrument is
excluded.

Any capital gain arising from the disposal of an asset by a trust and a trust beneficiary
(employee) has avested rightto an amountderived fromthatcapital gain, the trust must
exclude any amountwhichis already been included inthe income of the trust beneficiary
in terms of section 8C. This exclusion is deemed to have come into operation with effect
from 1 March 2017.

This sectionin effect, exempts fromtax the benefit thatis commonly called the stop loss
benefit that can accrue in terms of share incentive schemes.

An equity instrument acquired is deemed to vestin the case of:
@ An unrestricted equity instrument, when the employee acquires it.
= Avrestricted equity instrument, at the earliest of:
o When all relevant restrictions cease;
o Immediately
= Before employeedisposes ofit (exceptfordisposalsdiscussed hereunder);
= After itterminates (ifitis an option);
= Before employeedies ifall restrictions relating to that equity instrument are or
may be lifted on or after death;
o Atthetime of disposal where the equity instrumentis disposed of foran amount
less than the market value or where disposal by way of release, abandonment or
lapse of an option or financial instrument occurs.

The gain to be included in the income of the taxpayer, in the case of:

= Adisposal, the amount received oraccrued in respect of that disposal which exceeds
the sum of any consideration in respect of that equity instrument;

= Any other, the sum of:

Amount by which the market value of the equity instrumentdetermined at the time that

it vests in that employee exceeds the sum of any considerationin respectofthat equity

instrument;

= Excess amount (if any) which exceeds the consideration in respect of the restricted
equity instrument where the consideration includes an amount other than restricted
equity instruments,

Inthe case of a disposal - the amount by which the sumof any considerationin respect
of that equity instrument exceeds that amount received or accrued in respect of that
disposal;

In any other case - the amount by which the consideration in respect of the equity
instrument exceeds the market value of that equity instrument determined at that time
that it vests in that taxpayer.

Where the taxpayer (employee or director) disposes an acquired restricted equity
instrumentto any person by either a non-arm’s length disposal or the disposal to a
connected person this will not be regarded as vesting of the equity instrument and will
notattract a taxable gain or loss. The vesting event(i.e. a gain orloss) will continue to
remain in the hands of the employee/director.

The time of disposal ofan equity instrumentis the time that the equity instrumentvests
in the beneficiary as contemplated in section 8C.
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Any capital gain or loss must be disregarded in respect of any restricted equity

instrument where:

= Restricted equity instrumentis replaced with another restricted equity instrument; or

= Taxpayer disposes the restricted equity instrument to any person by a non-arms
length disposal or adisposal to a connected person.

Where a capital gain/loss is determined in respect of the vesting by a trust of an asset
for aresidenttrust beneficiary, the gain/loss mustbe disregarded in thetrustand must
be taken into accountin the hands of the beneficiary.

When the equity instrumentvests in the taxpayer, the gain will be subject to the
deduction of employees’ tax. The full gain must be shown on the IRP5 certificate.
The employer must apply foran IRP3 tax directivein order to ascertain the amount of
employees’tax to be deducted or withheld from any gainin respect ofthe vesting of any
equity instrument as defined in section 8C.

An IRP3(a) application form must be submitted in respect of the above.

Reflect under code 3718 on the certificate.

12.3 ARBITRATION AWARDS

Reference to the Act

Meaning

Classification

Application form

IRP5/IT3(a) details

Paragraphs (c), (d) and (f) of the definition of gross income in section 1
Paragraph 9(3) of the Fourth Schedule

Awards (e.g. CCMA and labour court awards) are remuneration as defined if it can be
established that the award is actually in respect of services rendered.

Unfair dismissals

= Amounts awarded in respect of unfair dismissals are remuneration as defined in the
Fourth Schedule and are therefore subject to deduction of Employees’ Tax.

s Such amounts are received or accrued in respect of the relinquishment, termination,
loss, repudiation, cancellation or variation of any office or employment or of any
appointment to any office or employment.

Termination of employment contract prior to its expiry date

= Amounts awarded in respect of termination of an employment contract prior to its
expiry date are remuneration as defined in the Fourth Schedule and are therefore
subject to the deduction of Employees’ Tax.

s Such amounts are received or accrued in commutation of amounts due under a
contractofemploymentor service orinrespect of cancellation orv ariation of any office
or employment

Unfair labour practices

s Amounts paid or accrued as a result of unfair labour practice, may be included in
remuneration as defined.

s SARS will examine the facts of the case and the nature of amounts awarded when
the application for a tax directive is received from the employer.

An employer must apply for a tax directive to determine the amount ofemployees’
tax to be deducted in respectof the amount payable to an employee or former employee
as aresult of any arbitration award.

The reason “other” must be used on the directive application and the amount must be
entered in the “Arbitration / CCMA Award” amount field.

Note: The source code reflected on the tax directive must be used on the IRP5
certificate to avoid the rejection of the employees’ return.

The relevant taxable and non-taxable portions of an arbitration award reflect on
certificate under:

= Code 3608 (taxable amount); and

s Code 3602 (non-taxable amount).
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12.4 LUMP SUM BENEFIT PAYMENTS

Reference to the Act

Meaning

Application form

Lump sum payments in
respect of withdrawal

IRP5/IT3(a) details

Second Schedule to the Income Tax Act

The provisions of Paragraphs 2(1) and 9(3) of the Fourth Schedule prescribe that
trustees or fund administrators mustapply for atax directive at SARS before a lump sum
benefit from a pension, pension preservation, provident, provident preservation or
retirement annuity fund may be paid.

The relevant application forms Aand D, B, C or E are furnished by the administrators
of the relevantfunds in accordance with the instructions contained in the Government
Gazette No. 22577 (notice no. 1893) dated 24 August 2001.

In respect of withdrawal (e.g. resignation, transfer, future surpluses, divorce, housing
loan payments, emigration withdrawal, Visa expiry or discontinued contributions):
Lump sum payments with a date of accrual prior to 1 March 2009:

o= Froma Pension, Pension preservation or RAF must reflect under code 3902 on the
certificate;

= Froma Providentor Provident preservation fund must be reflected under code 3904 on
the certificate;

@ Due to surplus apportionments after 1 January 2006 and NOT paid in terms of section
15B of the Pension Funds Act of 1956 must be reflected under code 3902 or 3904
(according to the fund type) on certificate;

= Duetoacourtorderinrespectofadivorce or housingloan must be reflected under code
3902 or 3904 (according to the fund type) on certificate.

Lump sum payments with a date of accrual after 1 March 2009:

= Withdrawals from a Pension, Pension preservation, Provident, Provident preservaton or
RAF must be reflected under code 3920 on certificate exceptfor paragraph (eA) ofthe
definition of gross income in section 1;

@ Future surplus paid in terms of section 15C of the Pension Funds Act of 1956 reflect
under code 3921 on the certificate;

o= Duetoacourtorderinrespectofadivorce orders, reflectunder code 3920 on certificate;

= Due to a withdrawal after retirement from a living annuity in terms of paragraph (c) of the
definition ofliving annuity, where the value of the assets become less than the amount
prescribed by the Minister in the Gazette, reflect under code 3921 on certificate.

s With effect from 1 March 2011, the retirementlump sum rate oftax is applicable to the
commutation ofa living annuity and source code 3915 with the tax code 4115 must be
used on the certificate.

Lump sum payments prior to 1 October 2007 from a:

o Pension or RAF reflect under code 3903

s Provident Fund reflect under code 3905

Lump sum payments after 1 October 2007 from a Pension, Pension preservation,

Provident, Provident preservation or RAF reflect under code 3915

Lump sum payments by unapproved funds reflect under code 3907

Unclaimed benefits with date of accrual priorto 1 March 2009 and in terms of the

provisionsofInterpretation Note 99 reflectunder code 3909. This code is applicable from

2007 to 2009 years of assessment.

Retirement lump sum benefits paid according to paragraph (eA) ofthe definition of

gross income in section 1 reflect under code 3614. These types of benefitsinclude:

s Amember ofa public sector fund who transfer from a Pension Fund to a Provident Fund
while the member remains effectively in the employment of the same employer;

= Any amountwhich hasbecome payable to the member of a public sector fund or is being
utilised to redeem adebtwhile remaining effectivelyin employment of same employer.

Lump sum payments accruing after 28 February 2009 from a Pension or Provident

Fund in respectoftermination of services per subpar. 2(1)(a)((ii)(AA) or (BB) of Second

Schedule to Income Tax Act (e.g. retrenchment) reflect under code 3915.

Lump Sum payments due to retrenchmentaccruing before 1 March 2009 must be dealt

with as withdrawal benefitand average rate in terms of section 5(10) of the Income Tax

Actis applicable.

o Either source code 3902 or 3904 must be used.

The tax portion according to the relevant tax directive must be reflected under:

s Code4102 ifthelump sum paymentreflects under code 3902, 3903, 3904, 3905, 3907,
3908, 3909 or 3614;

s Code4115 if thelump sum paymentreflects under code 3915, 3920, 3921, 3922, 3923
(to 2024 year of assessment) and 3924.
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12.5 LUMP SUMS BY EMPLOYERS - SEVERANCE BENEFITS

Reference to the Act

Meaning

Exclusion

Leave payment

Application form

IRP5/IT3(a) details

Definition of “Severance benefit” in section 1
Definition of “Gross income” in section 1
Paragraph 9(3) of the Fourth Schedule

Severance benefit means any amount (other than a lump sum benefit or an amount

contemplated in paragraph (d) (ii) or (iii) of definition of gross income) received by or

accrued to a person by way of lump sum from or by arrangementwith person’s employer

or an associated institution in relation to that employer in respect of relinquishment,

termination, loss, repudiation, cancellation or variation of person’s office or employment

or of person’s appointment (or right or claim to be appointed) to any office or

employment, if such:

@ Person has attained the age of 55 years;

= Relinquishment, termination, loss, repudiation, cancellation or variation is due to the
person becoming permanently incapable of holding the person’s office or employment
due to sickness, accident, injury or incapacity through infirmity of mind or body;

s Termination or loss is due to:

o Person’semployerhaving ceased to camry on orintending to cease camnying on the frade
in respect of which the person was employed or appointed;

o Person having become redundant in consequence of ageneralreduction in personnel
or areductionin personnel of a particular class by the person’s employer, unless, where
the person’s employer is a company, the person at any time held;

o More than five per cent of the issued share capital; or

o Members’interestin the company.

Provided thatany such amountwhich becomes payablein consequence of or following
upon the death of a person must be deemed to be an amount which accrued to such
person immediately prior to his or her death.

Any amount paid/payable due to services rendered should not be included in the

severance benefit amount on the tax directive application form,

@ Foran example amounts in terms of paragraph (c) or (f) of gross income or bonuses
or pro-rata bonus.

‘Notice pay’ should also be excluded from the ‘severance benefit amount on the tax

directive application form.

The amount must be included as normal income on the IRP5 certificate.

Please note that leave pay is a payment in respect of services rendered and does
not form part of a severance benefit. The normal bonus calculation should be used t
calculatethetax. The leave payment amount should not be included on the directive
since it must be included in the normal income.

An IRP3(a) application form must be submitted in respect of the above.

Paragraph 9(3) of the Fourth Schedule prescribes that the employer must submit a
directive application before paying out a lump sum to the employee.

The severance benefit reasons (e.g. severance benefits — retrenchment, severance
benefits — death, etc.) must be used.

The severance benefit rates will be applicable where the employer uses the severance
benefit reasons on the IRP3(a) directive application formand source code 3901 must
be used on the IRP5/IT3(a) certificate.

The full amountreflect under code 3901 and the tax under code 4115 on the IRP5
certificate. If IT3(a) certificate is issued, reason code 04 must be used.
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12.6 LUMP SUM COMPENSATION FOR OCCUPATIONAL DEATH

Reference to the Act Section 10(1)(gB)(iii)

Meaning e Lump sum payments accruing after 1 March 2011 from a compensation fund in
respect of lump sum compensation paid by the employer as a direct result of an
occupational death of an employee.

e These payments must be in terms of the Compensation for Occupational Injuries and
Diseases Act, 1993 and within therequirements of Section 10(1)(gB)(iii) ofthe Income
Tax Act, as amended.

e Provided thatany such amount which becomes payable in consequence of or following
upon the death of a person must be deemed to be an amount which accrued to such
person immediately prior to his/her death.

Application form e An IRP3(a) application form must be submitted in respect of the above.

IRP5/IT3(a) details e Thetax portion according to the relevant tax directive reflect as follows:
s Under code 4115 if the lump sum payment reflects under code 3922 on the
IRP5/IT3(a) with effect from 2012 year of assessment.

Exemption e The death lump sum benefit will be exempt if:
@ The death benefit is paid in terms of the Compensation for Occupational Injuries
and Diseases Act;
s The employer must pay this amount;
@ A maximum amount of R300 000 will be exempt.

12.7 EMPLOYER-OWNED INSURANCE POLICIES

Reference to the Act Paragraphs 2(e), 2(k) and 12C of the Seventh Schedule
Paragraph 2(4) of the Fourth Schedule
Sections 10(1)(gH) and 10(2)(gl)

Meaning e Employers enter into insurance policies arrangements for the benefit ofemployees or
directors, or for their dependants and nominees.

s These policies make payment upon the death, disability or severe illness of an
employee of such employer.

o Employer incurs premiums in respect of a policy of insurance that relates to the
death, disability or severe illness of employees for direct or indirectbenefit of those
employees.

= Employers are entitled to a premium deduction in respect of such policy.

s However the payment ofthese insurance premiums shall giverise to a simultaneous
fringe benefit inclusion for employees.

e Where the employer is the named beneficiary and has an arrangement
with employee to pay over the proceeds to the employees, the tax treatmentshould
be the same as for payments made directly by the insurer to the employee.

s The fringe benefit will arise on a monthly basis in respect of employer- owned
insurance policies for the direct and indirect benefit of employees.

e Lump sum payments accruing on or after 1 March 2012 in respect of policy of
insurance are exempt from income tax in terms of section 10(1)(gH) —
= |fthe policy relates to death, disablement or severeillnessofan employee or director, or

former employee or director of the person thatis a policy holder; and

= No amount of premiums payable for that policy was tax deductible with effect from 1
March 2012 from the income of the policy holder (employer).

e Section 10(1)(gl) exempts any lump sum paymentreceived or accrued in respect of policy
ofinsurance relating to death, disablement, illness orunemployment of the person whois a
policy holder or an employee of a policy holder in respect of that policy of insurance to an
extentthatthe benefits fromthat policy are paid as aresultof death, disablement, illness or
unemployment, with effect from 1 March 2015.

IRPS/IT3(a) details e Taxablefringe benefitreflects underincome source code 3801 on IRP5/IT3(a) certificate.

e Lump sum proceeds in respect of the employer-owned insurance policies must be
reflected under the income source code 3908 on the IRP5/IT3(a) certificate where the
premiums were included as a fringe benefit and the lump sum is not taxable.

e Lump sum proceeds in respect of employer-owned insurance policies that should be
taxable must be reflected underincome source code 3907 on the IRP5/IT3(a) certificate.
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Application form e An employeris required to applyfor atax directive where any lump sumamountin respect
of the employer-owned policy proceeds is payable to an employee.

| 13 CLASSIFICATION OF EMPLOYEES

13.1 LABOUR BROKER

Reference to the Act Labour broker and employee definition in Paragraph 1 of the Fourth Schedule
Paragraph 2(5) of the Fourth Schedule
Paragraph (cA) of the definition of gross income in Section 1

Meaning e The provision or procurement of workers as opposed to the provision ofservice is of
importance.
Client e Typically, alabour broker arrangement will involve three parties, namely the client, the

labour broker and the worker(s).
e The person who specifies the workers required.
s A written or oral service contract would arise between the client and the labour
broker where the service conditions of the workers may or may not be stipulated.
@ Payments for the workers' services are made to the labour broker

Labour broker e Thelabourbrokeris anatural person who, for reward, provides and remunerates workers
for aclientand is either in or notin possession of an exemption certificate (IRP30).
s The labour broker either makes available his/her own employees to performwork for
aclient or procures workers for a client.
s The labour broker pays the workers.

e These workers can be any person, including
= Members and/or employees of a close corporation;
= Directors and/or employees of a company;
= Trustees and/or employees of a trading trust;
@ Proprietors and/or employees of a business;
= Partners and/or employees of a partnership.

Workers

Fourth Schedule makes provisionfor an exemption certificateto be issued by SARS to
a labour broker, which will absolve employers from having to deduct Employees’ tax
from any payments made to such labour brokers.

Exemption certificate
(IRP30)

e SARS shall notissue an exemption certificate if more than 80% of the grossincome of
labour broker during the tax year consists of amounts received from any one client,
unless labour broker employs three or more full-time employees throughout tax year:
= Who are not connected persons in relation to that labour broker, or
= Who areon a full-time basis engaged inthe business ofthat labour broker of providing

persons to or procuring persons for clients of that labour broker
s Thelabourbroker providesto any ofits clientsthe services of any other labor broker; or
= Thelabourbrokeris contractually obliged to provide a specified employee ofthe labour
broker to render any service to such client

e An exemption certificate is only valid from the date ofissue until the end of the tax year.
The labour broker must apply annually on an IRP30(a) form for a new exemption
certificate at a SARS branch at least two months before the expiring of his/her current
exemption certificate.

e |f theissue of an exemption certificate is delayed for longer than acalendar month, the
date of validity will be altered from the date of issue to the date the application was
received.
© In such cases any employees’ tax deducted is refundable by the relevant employer.

e An exemption certificate will only bevalid if it:

° Is notoutdated;

o Bears alabour broker reference number beginning with a 7;
@ Has been computer printed;

= The labour broker is in possession of the original; and

o Has not been altered in any way.

e |f a labour broker is in possession of a valid exemption certificate and undergoes
a change of name, the original certificate must be returned to the relevant SARS

GUIDE FOR EMPLOYERS IN RESPECT OF Revision: 0 Page 25 of 43
EMPLOYEES’ TAX (2026 TAXYEAR) —
PAYE-GEN-01-G20



Employees’ tax .

IRP5/IT3(a) details °

VSARS

Effective Date: 12 March 2025

branch together with an application for a new certificate, which indicates the changed
particulars.

If an exemption certificate has been lost or misplaced, application for a replacement
certificate must be made to SARS Head Office and the replacement certificate will only
be issued during the period of validity of the original certificate.

If a labour broker is not in possession of a valid exemption certificate (IRP30), all
payments made to the labour broker will be subject to employees’ tax.

An employer who does not deduct employees’ tax from a payment to a labour broker

must be in possession ofacertified copy of an exemption certificate (IRP30) that must

be retained for inspection purposes.

The deduction is classified in the following categories:

s Labour broker with exemption certificate - no employees’ tax must be deducted;

@ Labour broker without an exemption certificate - employees’ tax must be deducted
according to the applicable deduction tables;

o Labour broker with a tax directive - employees’ tax must be deducted according to the
instructions on the tax directive

The employees’ tax deducted for a labour broker whether calculated according to the

deduction tables or a tax directive must be reflected as PAYE.

Theremuneration reflect under code 3619 on the IRP5/IT3(a) certificate in the case ofa
labour broker with exemption certificate.

Theremuneration reflect under code 3617 on the IRP5/IT3(a) certificate in the case ofa
labour broker without exemption certificate.

The reason code for non-deduction of employees’ tax (where applicable) reflectas 07
on the IRP5/IT3(a) certificate.

13.2 INDEPENDENT CONTRACTOR

Reference to the Act Income earned by an independent contractoris specifically excluded from the definition of
remuneration in Paragraph 1 of the Fourth Schedule

Meaning .

In distinguishing between an employee and an independent contractor / trader one must
commence with an analysis of the employment contract.

The object of the contract (or the parties' rights and obligations under the contract)
must be established.

o

The object of the contract is not a mere indicator, but determines the legal nature of
the contract.

The objectto be established is the pre-eminent object, for example, ifthe objectis the
surrender of productive capacity (whether capacity to provide a service or to produce
things), then the contract is for employment of an employee.

The essence of an employee’s contract (contract of service) is the placing of one
person’s services (labour) at the disposal of another, enabling the acquisition of that

Deemed independent
contractor

service itself and not simply the fruits of that productive capacity.
If the object is the acquisition of the result of deployed productive capacity (of a
produced thing or of aprovided service), then the contractis for the employment of an
independent contractor. The essence of an independent contractor's contract (contract
for services or work) is that the independent contractor only commits himself/herself to
deliver the product or end result of that capacity.

The person will be deemed to be an independentcontractor if he/shethroughout
the year ofassessmentemploys three or more employees (otherthan anyemployee
who is a connected person in relation to such person) who are on a full-time basis
engage in the business of persons rendering any such service and providing that
neither of the above two proviso’s under exceptions are applicable

Exceptions e The Fourth Schedule prescribes that the independent contractor’s income will be

deemed to be remuneration and will therefore be subject to Employees’ Tax, if —

= Theservices are required to be performed mainly atthe premises of the person by whom
theremuneration is paid/payable or of the personto whom such services were or are to
be rendered;

= The person who renders or will render the service is subject to the control and
supervision of anyotherperson as to the manner inwhich his/her duties are performed
or to be performed or as to his/her hours of work
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Important e The employer, being a party to the employment contract, is in the best positionto
determine whether or not the employee is an independent contractor. SARS has
therefore provided certain guidelines in order to assist the employer with this
responsibility.

e These guidelines are available in Interpretation Note 17 and can be obtained on the
SARS website www.sars.gov .za.

Employees’ tax e The employees’ tax deducted for an independent contractor whether calculated
according to the deduction tables or a tax directive must be reflected as PAYE.

IRP5/IT3(a) details e Reflect under code 3616 on the IRP5/IT3(a) certificate.

13.3 DIRECTORS OF PRIVATE COMPANIES/MEMBERS OF CLOSE CORPORATIONS

Reference to the Act Employee definition in Paragraph 1 of the Fourth Schedule
Paragraph 2(1) of the Fourth Schedule, Section 7B
Definition of a company in Section 1

Meaning e The definition of employee includes a director of a private company.
= Anyremuneration paid or payable to a director ofa private company or a member of
a close corporation is therefore subject to the deduction of Employees’ Tax from 1
March 2002.

e Thedefinition ofacompanyincludes aclose corporation and therefore, the same rules
for the deduction of employees’ tax from the remuneration of directors of private
companies apply to members of close corporations.

This definition includes a person who, in respectof a close corporation, holds any office
or performs any functions similar to the functions of a director of a company otherthan a
close corporation.

o Effective from 01 March 2017, any variable remuneration received by a director will
accrue on the date on which itis paid to the director.

Right of recovery e Theemployerhastherightto recover the PAYE on the deemed remuneration paid by
the company from the director. Thisrecovery may, in addition to any other right of
recovery, be recovered from any amount which is or may become payable by the
company to thedirector. Thedirector is notentitled to receive anIRP5/IT3(a) in respect
of the amountof employees’tax paid by the company on the deemed remuneration if
the company has not recovered the employees’ tax from the director.

Where the person ceases to be a director but remains an employee of the company,
section 7B will nolonger be used and PAYE must be deducted fromremuneration that
is actually paid oris payableto the employee. Only one IRP5/IT3(a) needs to be issued
for the year.

Director status changes
to employee

Where a person is appointed as a director of aprivate company during the tax year and
the director was not previously an employee of that company, PAYE will be payable on
the actual remuneration which is paid or is payable to the director during that tax
year.

e The remuneration shown must be the amount of actual remuneration which is paid /
payable to the director for the tax year.

e The amount of PAYE will be the sum of the PAYE that was deducted from the actual
remuneration ofthe director and the PAYE paid by the companyinrespectofthe deemed
remuneration of that director.

Director appointed
during tax year

e  Salaries paid todirectors reflect undercode 3615 (only applicable from 2003 to 2018 years
ofassessment) and all other components of the remuneration (bonus, allowance, benefits,
etc.) must be reflected against the existing codes. Code 3601 must be used from 2019
year of assessment.

IRP5/IT3(a) details

Non - Executive Director The director’s fees received by a resident NED are not regarded as remuneration and

(NED) theemployeris notobligated to deduct/withhold employees’ tax. The director can request
a voluntary deduction of employees’ tax.
= Ifthevoluntary deductionis requested, then this income mustreflect under code 3620
on the IRP5/IT3(a) certificate.
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Should the resident NED choose not to voluntary pay employees’ tax (PAYE), the
employer should not deduct tax and notissue an IRP5/ IT3 (a) certificate.

Where the NED is a non-resident, the directors’ fee received is regarded as
remuneration and the employer mustdeductemployees’tax on the amountofdirectors’
fees payable

@ The remuneration must reflect under code 3621 on the IRP5/IT3(a) certificate.

13.4 STANDARD EMPLOYMENT

Reference to the Act

Meaning

Deemed Standard
Employment

Non-standard
employment

Employees’ tax

Paragraphs 1 and 9(1) of the Fourth Schedule

Any employmentwhere an employee (including a scholar or student), is required to render

services to asingle employer for a period of at least 22 hoursin every full week provided that

o Periodsoftemporary absence ofan employee is due to leave or exceptional circumstances;
or

s Temporary reductionin workinghours is due to a reduction in the demand of the company's
productwhere the employerimposes atemporary working week of less than 22 hours.

Where an employee does not fall within the d efinition of standard employment, an employee

will be deemed to be in standard employment if the employee:

@ Isrequired to work forlessthan 22 hours a week and the employee furnishes a written
declaration/affidavit to the employer that he/she will not render services to any other
employer, during the period of such employment;

o Isrequired to work for at least 5 hours per day and is paid remuneration of less than
R383 per day.

Where the employer conducts business in such a manner that employees render

services on a regular or frequent basis for such periods as may be required by the

employer, the Commissioner may, after consultation with the employer, anybody or
association on which the employer is represented, direct that the employment of such
employees shall be standard employment.

The Commissioner may further instruct the employer as to which manner the

Employees’ tax must be deducted.

Any employment which cannot be classified under Standard or Deemed Standard
employment.

Workers are employed on a daily basis and are paid daily, for example:

@ Casual commissions paid, such as spotter's fees;

= Casual paymentsto casualworkersforirregular services rendered or occasional services;
©  Fees paid to part-time lecturers;

@ Honoraria paid to office bearers of organisations, clubs, etc.

Note: The listis not exhaustive.

Standard Employment income

s The weekly, fortnightly and monthly tables, as published each year after the Budget
Speech must be used to determine the amount of employees’tax to be withheld from
the balance of remuneration for each pay period. The annual table must be used at
the end of the tax period or year of assessment to determine the final amount of
employees’ tax payable for the full year or period of assessment,.

Non-standard employment income

= The Commissioner prescribes tax deduction tables for such classes of employees as
the Commissioner may determine and also prescribe the manner in which they may
be applied.

= Employees‘ tax must be calculated and deducted at 25% on the balance of
remuneration.

Tax Directive

= Wherethe employerisin possessionofatax directivein respectofan employee who
isin non-standard employment, employees’tax must be deducted in accordance with
the directive.
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Summary Scenario Employees’ tax

Employee is required to work at least 22 hours a week (standard | Use tax deduction tables
employment) and earns remuneration which exceeds the annual tax
threshold (R95 750 if less than 65 years old / R148 217 if 65 years or
older /R165 689 if 75 years or older)

Employee is required to work at least 22 hours a week (standad | No employees’ tax to be
employment) and earns remuneration which does not exceed the | deducted

annual tax threshold (R95 750 if less than 65 years old / R148 217 i 65
years or older / R165 689 if 75 years or older)

Employee is in non-standard employment, required to work atleast 5 | No employees’ tax to be
hours per day and earns less than R383 for that day deducted

Employee is in non-standard employment, required to work at least 5 | 25% deduction

hours per day and earns more than R383 for that day
Employee is in non-standard employment, required to work lessthan 5 | 25% deduction
hours per day and earns less than R383 for that day

IRP5/IT3(a) details e Employees’ tax deducted reflect under code 4102.

13.5 SEASONAL WORKERS

Reference to the Act Employee definition in Paragraph 1 of the Fourth Schedule

Meaning e A seasonal worker is a person who is only employed during a peak period for a specific
period, for example:
s Persons employed on a fruit farm during the picking season to pick and pack fruit;
s Persons employed on a sheep farm to assist with either the lambing or shearing;
= Factories that require additional help during the canning season.
e A tax period commences at the date employee was employed and ends on date
his/her employment was terminated.

e If the season extends over the following tax year, the employer must issue two
IRP5/IT3(a) in respect of the two tax periods. For example -
s Employee will have two periods where a season extends from 15 November to 20 May,
namely 15 Novemberto 28 February (1st tax year)and 1 March to 20 May (2™ tax year).
Two IRP5/IT3(a)s must be issued for the two periods as the employee hastwo tax periods
in one service period.

13.6 EMPLOYEES BETWEEN 65 AND 74 YEARS

Reference to the Act Section 6(2)(b)
Paragraph 2(4) of the Fourth Schedule

Meaning e Employees’ tax deductions for persons between the ages of 65 and 74 years must be
made according to tables from the beginning of the tax period (e.g. 1 March) during
which the employeeturns 65 and not as fromthe month the qualifying age between the
ages of 65 and 74 years is attained.

13.7 EMPLOYEES 75 YEARS OR OLDER

Reference to the Act Section 6(2)(c’)
Paragraph 2(4) of the Fourth Schedule

Meaning e Employees’tax deductions for persons 75 years or older must be made accordingto
the tables from the beginning of tax period (e.g. 1 march) during which employee tuns
75 and not as from the month qualifying age of 75 is attained.
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13.8 COMMISSION AGENTS

Employee works for
commission only

Employee works for
salary and
commission

Application form

IRP5/IT3(a) details

Example

GUIDE FOR EMPLOYERS IN RESPECT OF

If the employee is in possession of a tax directive, the employer MUST deduct
employees’tax according to the instructions on the tax directive and the employees’
tax deducted reflect as PAYE on the IRP5/IT3(a).

If the employee is in possession of a tax directive, the employer MUST deduct
employees’tax according to the instructions on the tax directive and the employees’
tax deducted reflect as PAYE on the IRP5/IT3(a).

If the employee is notin possession of a tax directive, the employer MUST combine
the salary and commission and deduct employees’ tax according to the applicable
tax deduction tables and a PAYE calculation must be done at the end of the tax year
or tax period. Under no circumstances may 25% or any other percentage for that
matter, be deducted from remuneration, unless the tax directive so directs.

An employee earning commission may only apply for a tax directive where his/her
remuneration consists mainly in the form of commission based on the employee’s
sales or turnover attributable to him/her.

Commission income reflect under code 3606 and the salary income under code
3601.

Employees’ tax on quarterly commission: An employee (under 65) received a
monthly salary and according to the results he also received commission every three
months. Remuneration and employees’ tax details are as follows:

Month SEIERY Commission Employees’ tax
IApril R17 185 R1 651
May R17 185 R1 651
June R17 185 R13 500 To be calculated

Divide the quarterly commission by the months in which 4 500
it was earned (R13 500 + 3)
IAdd: salary for June 17 185
21 685
Tax on R21 685 (salary and commission) according to thej
monthly tables 2624
Less: Tax on R17 185 (monthly salary) 1651 1651
[Tax on commission for one month 973
Multiply tax on commission for one month with the months in which it was 2919
earned (R973 x 3)
Employees’ tax deductible for June R4 570
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| 14 CLASSIFICATION OF PAYMENTS

14.1 BACKDATED (ANTEDATED) SALARIES AND PENSIONS

Reference to the Act

Meaning

Accrued in the current
tax year

Accrued in the previous
year

IRP5/IT3(a) details

Example - the accrual is
only in the current year

Paragraph 9(3)(a) of the Fourth Schedule
Section 7A

Employees’ tax (taxable) accrued in the previous year/s

A settlement agreement or arbitration award or court-order that relates to previous years.
This also includes awards granted via settlements out of court and Labour Court
disputes. The employer must apply for a tax directive to determine the amount of
employees’ tax to be deducted.

Where the backdated salary/pension relates to periods in the current tax year, the
employees’ tax must be calculated by adding the backdated salary/pension to the
remuneration received. The employer do not have to submit a directive application.

Employers must submit a directive application.

SARS will determine the employees’tax to be deducted in the same manner as tax on
a bonus, using the currentyear’s tax deduction tables. The employer must ensure the
annual income of the application form is correct to ensure SARS is calculating the
employees’ tax correct.

Backdated salary (excluding any bonus) reflect on the certificate as follows:

= Code 3601 - Portion of salary which relates to periods in current tax year;

s Code 3907 - Portion of salary which relates to periodsin previous tax years (a tax
directive application must be submitted to SARS).

Employee (under 65) receive salary of R28 000 per month for period July to December.
An increase of R300 per month (backdated from 1 July) is paid in December.

Increased salary received at the end of December 28 300

(R28 000 + R300)

Add: backdated increased salary forthe months July to November (R300 x 5| 1500

Total remuneration for December 29 800

Tax on R28 300 (December salary) according to the monthly tables 4331 4331
Less: Tax on R28 000 (salary before increase) 4252

Tax on increased salary (R300) per month 79

Tax on total backdated increased salary of

R1 500 (R300 x5) =R79x5 395
Employees’ tax deductible for December 4726

14.2 AMOUNTS RECEIVED BY PERSONAL SERVICE PROVIDER

Reference to the Act

Meaning

Employees’ tax

IRP5/IT3(a) detail

Remuneration definition in paragraph 1 of the Fourth Schedule
Paragraph (cA) of the definition of gross income in Section 1

e Wherea paymentwas received or accrued to a personal service provider (i.e. personal

service company or personal service trust).

e Calculate Employees’tax from such payments in the same manner as tax on a bonus.

e Payments reflect under code 3601 on the certificate.
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14.3 RESTRAINT OF TRADE PAYMENTS

Reference to the Act

Meaning

IRP5/IT3(a) details

14.4 LEAVE PAY

Reference to the Act

Meaning

Accrued leave

Unpaid leave

Employees’ tax

IRP5/IT3(a) details

Remuneration definition in paragraph 1 of the Fourth Schedule
Paragraph (cB) of the definition of gross income in Section 1

Payments made in respect of a restraint of trade (i.e. sterilisation of a person’s income
earning capacity) to any natural person must be included in definition of remuneration.
Theamount received or accrued to anatural person shall beincluded in the definition of
remuneration as restraint of trade if:

= Employment or the holding of any office; or

= Any past or future employment or the holding of an office.

Reflect under code 3613 on the certificate

Definition of “remuneration” in Paragraph 1 of the Fourth Schedule

Is remuneration as defined and is fully subject to deduction of employees’ tax.

@ Leave days accrue as an employee works. Employees are allowed to encashment of
value of accrued leave without actually taking leave - this encash ment constitutes taxable
remuneration.

@ Only when leave is paid itis included in remuneration of employee. No value is placed
on accrued leave until the encashment thereof.

= Unpaid leave taken orforfeited leave do not constitute remuneration, as there is no value
attached thereto.

Can be paid to an employee, and thus become taxable remuneration, when:

= Employee dies and accrued leave is paid to the employee’s estate;

= Employmentis terminated for any reason, e.g. retirement, resignation;

@ Is encashed for any reason, such as when too much leave has accrued;

= Employee becomes insolvent; or

@ |tisencasheddueto internalarrangements e.g. employeeis appointed in amore senior
postor promoted.

Leave pay is a payment in respect of services rendered and does not form part of a

severance benefit

The fact that an employee has taken unpaid leave of any type (including maternity

leave), has no effect on the employee’s tax period.

= Thetax period continues until the end of thetax year, unless the employeeresigns or
dies before the end of the tax year.

= When the tax period does end and the final tax calculation is performed to calculate
PAYE, it will be found that the employee has probably paid too much Employees’
Tax due to he/she being absent without pay during the tax period.

Must be calculated differently on leave that is taken where an advance is paid and

accrued leave that is encashed:

= Where leave is taken and an advance is paid for leave period, the advance must
be treated as advanced salary;

@ Accrued leave that is encashed must be taxed in same manner as a bonus.

Accrued leave which has been encashed must reflect under code 3605 if it accrued as

a result of encashment or resignation.

o If atax directive application was submitted, code 3907 on the tax directive mustthen be
reflected on the certificate as well as the tax directive number.
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14.5 SPECIAL REMUNERATION PAID TO PROTO TEAMS

Reference to the Act Remuneration definition in Paragraph 1 of the Fourth Schedule
Section 5(9) and 5(10)

Meaning e Amounts paid to proto team members as special remuneration are subject to the
deduction of Employees’ tax.

e Special remuneration is defined as any amount received by or accrued to any
mineworker over and above his/her normal remuneration and any regular allowance in
respectofspecial services rendered by him/her (otherwise than in the course of hisher
normal duties) in combating any fire, flood, subsidence or other disaster in a mine
or in rescuing personstrapped in a mine or in performing any hazardous task during
any emergency in amine.

Employees’ tax o Employers must calculate the employees’tax deductible from this special remuneration
in the same manner as tax on a bonus is calculated.
e The special remuneration paid to prototeams is subject to the rating formula contained
in Section 5(10) which can only be applied on assessment.

IRP5/IT3(a) details e Reflect under code 3906 on the IRP5/IT3(a).

14.6 ADVANCE SALARY

Reference to the Act Remuneration definition in Paragraph 1 of the Fourth Schedule

Meaning o Advance salary can be seen as an amount offuture remuneration paid by the employer prior
to actual date on which such remuneration becomes payable.

Employees’ tax . An advance paymentwill be subject to the deduction of employees’tax when itis paid
by the employer to the employee.

IRP5/IT3(a) detail . Reflect under code 3601 on the certificate.

Example . A monthly paid employee (below 65) received R84 000 in October in respect of
remuneration that is due to accrue to him in October, November and December.

Tax on R28 000 (salary per month) according to the monthly tables 4 252
Employees’ tax on the advance salary of R84 000 (R4 252 x 3) is 12 756

14.7 OVERTIME PAYMENTS

Reference to the Act Remuneration definition in Paragraph 1 of the Fourth Schedule
Meaning e Overtime amounts paid to employees are subject to the deduction of employee’s tax
Employees’ Tax o Employees'tax on overtime payments is not calculated differently fromtax on salaries.

Any overtime payment must be added to the salary for the specific period and the
employees’ tax must be determined by using the applicable tax deduction tables.

IRP5/IT3(a) detail ¢ Reflectunder code 3607 on the IRP5/IT3(a)
Example e A monthly paid employee (below 65) received R16 000 salary and R900 overtime
in June
[ Tax on R16 900 (salary and overtime) according to the monthly tables | R1614 |
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14.8 ANNUAL PAYMENTS/BONUS

Reference to the Act

Meaning

Examples of annual
payments

Employees’ tax

IRP5/IT3(a) details

Paragraphs 9(1) and 9(2) of the Fourth Schedule
Applicable Tax Deduction Tables

An annual paymentis an amount:

Of netremuneration thatis, in accordance with the employee’s conditions of service or the
employer’s practice, paid in a lump sum to the employee; or
That is calculated without reference to a period.

Examples of annual payments or payments made without reference to a period are:

Annual bonus;

Incentive bonus;

Leave pay on resignation;

Encashment of leave;

Merit awards;

Backdated payments in respect of salary / wages (accrued in previous tax years);

An amount paid to a mineworker for picking up a diamond;

An amount paid to an employee for a proposal to simplify procedures; and

A bonus or an incentive amount paid to an employee to retain his/her servicesfor a specific
period. Where this amountis repayable by the employee on termination of his/her service
priorto the end ofthe contract period, the Employees’ Tax paid on this amount may under

no circumstances be refunded to the employee.

The employees’ tax on an annual payment is basically determined by calculating the
annual equivalent ofthe remuneration earned during the tax period by the employee and
adding the annual payment to the result.

The difference between tax on thetotal result (annual equivalent plus annual payment) and
tax on the annual equivalentwill resultin employees’tax deductible from annual payment.

Reflect under code 3605 on the IRP5/IT3(a).

Example The month in which the annual payment is paid / accrued: A monthly paid employee
(below 65) received a salary of R28 000 and a bonus of R14 800 in October.
Tax on R28 000 (salary) according to the monthly table 4 252
Annual equivalent of salary (R28 000 x 12) 336 000
Add: bonus (annual payment) [14 s00]
Total remuneration for October [350 800
Tax on R350 800 (total remuneration) according to the annual tables 54 937
Less: Tax on R336 000 (annual equivalent) according to annual tableg 51033
Tax on bonus (R14 800) 3904 3904
Employees’ Tax deductible for October is R 8 156
Tax on annual payment spread over the tax year: The same figures as in the previous
example are used. The employee is for the full year in employment of the employer. The
tax on the bonus must be calculated atthe beginning of the employee’s tax period and
then spread overtheremainderofthe pay periods ofthe employee for the specifictax year.
Production bonus paid in a following pay period: A monthly paid employee (below
65) earns a production bonus in July but this bonus is only paid in the following pay
period (August). The remuneration and Employees’ Tax details are as follows:
|Month SEIERY |Production bonus Employees’ Tax
July R28 000 4 252
August R28 000 12 500 To be calculated
Tax on R40500 (salary and production bonus for July) according to monthl 7 988
tables
Less: tax deducted for July according to the monthly tables 4 252
Tax on production bonus of R12 500 (paid in August) 3736
Add: tax on salary (R28 000) for August according to the monthly table 4 252
Employees’ Tax deductible for August 7 988
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e Note: Ifthe productionbonuswas paid during the same pay periodin which itwas earned,
it must be added to the salary and employees’ tax must be determined according to the
appropriate weekly, fortnightly or monthly table. This bonusrelates to a specific period (period
during which it was earned).

e  Monthly production bonus paid to a weekly remunerated employee: Aweekly paid employee
(below 65) earns a monthly production bonus in May but this bonus is only paid in the
following month (3rd week of June). May had 4 weeks. The remuneration and Employees’
Tax details are as follows:

Week Production Employees’ Tax
bonus

May 4 R13 287 3252
June 1 R13 287 3252
2 R13 287 3252
3 R13 287 R1 200 To be calculated
4 R13 287 3252
Tax on R13 287 for week 3’s wage in June according to the weekly table R 3 252
Divide the production bonus by the weeks in which it wag 300
earned (R1 200 + 4)
Add: wage for week 3 in June 13 287
Total remuneration for week 3 in June 13 587
Tax on R13 587 according to the weekly tables 3 360
Less: tax on R13 287 (weekly wage) according to the weekly tables 3252
Tax on production bonus for one week (R300) 108
Multiply the tax on the bonus for one week with weeks in which it was earned 432
(R108 x 4)
Employees’ Tax deductible for week 3 in June R3 684

14.9 VARIABLE REMUNERATION

Reference to the Act Section 7B

The section matches the timing between accrual and payment of various forms of
remuneration. Amounts are deemed to have accrued to the employee when they are
paid by the employer.

The following amounts must be included in the employee’s remuneration in the year
when itis actually paid to the employee:

From 1 March 2013 -

@ Overtime pay, bonus or commission contemplated in the definition of “remuneration”
in paragraph 1 of the Fourth Schedule;

s Payment for any period of leave not taken by the employee;

From 1 March 2020 -

= Allowance or advance paid in respect of motor vehicle expenses;

@ Any reimbursement amount paid to the employee in respect of motor vehicle
expenses,

= Any night shift allowance;

= Any standby allowance;

From 1 March 2023 -
= Performance-based payments.

Where the employeeis deceased before the date of payment, the date of accrual is
deemed to be the day before the employee’s death.
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Note: For purposes of determining taxable income, the above stated amounts will
constitute expenditure for the employer, in the year that the employer pays that
amount to the employee. For purposes of determining taxable income, the above
stated amounts will constitute expenditure for the employer, in the year that the
employer pays that amount to the employee.

| 15 ALLOWANCES AND FRINGE BENEFITS

15.1 ALLOWANCES

Reference to the Act

Meaning

Types of allowances

Other references

15.2 FRINGE BENEFITS

Reference to the Act

Fringe benefits

Other references

Remuneration definition in Paragraph 1 of the Fourth Schedule
Section 8(1)

Certain amounts mustbe included in the employee’s taxable income and these amounts are
normally referred to as allowances.

The following type of allowances may be paid by an employer to an employee:

s Travel allowance;

s Subsistence allowance

= Allowance to a holder of a public office; and/or

@ Other allowances received by virtue of the employee’s office or duties (e.g. uniform
allowance, etc.).

Special provisions exist for travel, subsistence and public office allowances. Please
refer to annexures attached to Guide for Employersin respectof Allowances —External
Guide for a detailed explanation in respect of these allowances.

Remuneration definition in Paragraph 1 of the Fourth Schedule

All paragraphs of the Seventh Schedule

A taxable benefit is deemed to have been granted by the employer if, as a benefit or
advantage of, or by virtue of such employment or as a reward for servicesrendered or
to be rendered, the employeeis granted one of the benefits described in Paragraph 2 of
the Seventh Schedule, namely:

= Acquisition of an asset at less than the actual value (money excluded);

= Right of use of a motor vehicle;

s Rightofuseofan asset(excluding a motor vehicle and residential accommodation);
o Meals, refreshments or meal and refreshment vouchers

= Residential accommodation;

= Free or cheap services;

@ Low or interest free loans;

@ Subsidy in respect of loans (interest or capital repayments);

s Paymentofemployee’s debtor release of the employee from the obligation to pay a debt
s Medical fund contributions paid on behalf of an employee;

s Medical costs (other than contributions) paid for the benefit of an employee;

o Contributions to a benefit fund;

s Contribution to bargaining council;

= Paymentto an insurer under an insurance policy; and/or;

= Any benefit granted to the relative of employee and others.

Special provisions exist for determining the amount which must be included in the
taxable remuneration of an employee due to any of these benefits being granted to the
employee. For more information refer to Guide for Employers in respect of Fringe
Benefits — External Guide which is available on the SARS website www.sars.gov .za.
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| 16 EXEMPTIONS

16.1 UNIFORMS (SPECIAL UNIFORMS)

Reference to the Act Section 10(1)(nA)

Meaning e Where itis condition of employment that employee is required whilston duty to wear a
special uniform whichis clearly distinguishable from ordinary clothing, the value of such
uniform given to employee or any allowance made by the employer to the employee
in lieu of such uniform as is reasonable, is exempt from tax.

IRP5/IT3(a) details e Reflectunder code 3714 on the IRP5/IT3(a).

Note: The no value rule in paragraph 6(4) will not apply in respect of clothing with effect
from 1 March 2018.

16.2 TRANSFER COSTS
Reference to the Act Section 10(1)(nB)

Meaning e Any benefit received by an employee by reason of the fact that his/her employer has
borne certain expenditureincurred in consequence of employee’s relocation fromone
place of employment to anotheror on appointmentofthe employee or on termination
of the employee’s employment, will be exempt from tax.

e Atransferthat does notnecessitate achange ofresidence does not fall within the ambit
of the exemption.

e Where the employer has borne the expenses (costs) set out below (whether the
employer paid the creditors directly or reimburses the employee for costs paid), such
benefit shall be exempt from employees’ tax

Expenditure exempt ® The following expenses qualifies for exemption:

from tax Transportation of employee, members ofhis/her householdand their personal goods
and possessions from his/her previous place of residence to his/her new place of
residence;

@ Costs incurred by employee in respect of sale of his/her previous residence and in
settling in permanentresidential accommodation at his/her new place of residence;

@ Costof renting temporary residentialaccommodation for employee and members of
his/her household during a period which ends 183 days after his/her transfer took
place or after his/her date of appointment.

e Items exempt from tax if employer reimburses employee for actual expenditure

incurred:

= Bond registration and legal fees paid in respect of a new residence that has been
purchased;

o Transfer duty paid in respect of the new residence;

= Cancellation fees paid for bond cancellation on previous residence; and

= Agent's commission paid on sale of previous residence;

@ New school uniforms;

= Replacement of curtains;

@ Motor vehicle registration fees;

s Telephone, water and electricity connection.

Taxable benefit e Thefollowing shall constitute a taxable benefit if payments are made by the employer
and be subjected to the deduction of employees’ tax:
s Payments to reimburse the employee for loss on the sale of a previous residence
during transfer; and / or
@ Architect’s fees for the design or alteration of a new residence.

IRP5/IT3(a) details e If expenditureis exempt from tax (e.g. reimbursement of actual expenses and settling-
in costs) the amount reflect under code 3714.

. In cases where expenditure is taxable, the amount must reflect under code 3713.

Example e The employer transfers his employee from Pretoria to Cape Town.
e The employer has already paid for the transfer of the employee’s personal goods and
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made arrangements for the employee and members of his householdto stay in a hotel
on theemployer’s accountfor the six monthsduringwhichthe employee’s new house is

being built.
e The employee claims the following expenses for which he was fully reimbursed by the
employer:
No Description Amount
1 New school uniforms purchased 1 750.00
2 Curtains made for new residence 8 360.00
3 Motor vehicle registration fees 216.00
4 Telephone, water and electricity connections 1015.00
5 Loss on the sale of the previous residence 12 000.00
6 Architect’s fees for the design of the new residence 7 600.00
7 Bond registration and legal fees for the new residence 6 800.00
8 Transfer duty on new residence 25 000.00
9 Agent’s fee on sale of previous residence 16 397.00

s Theemployer mustdeductemployees’tax from items5 and 6 as they are notexempt
from tax and the value of these two items must be reflected under code 3713;

s Allotheritems (exceptforitems 5 and 6) are exemptfrom the deduction of employees
tax and their total value must be reflected under code 3714.

16.3 SHARE SCHEMES
Reference to the Act Section 10(1)(nE)

Meaning e An amount (including any taxable benefits) received by or accrued to an employee
under ashareincentive scheme operated for the benefit of employees which was derived
upon:

@ Cancellation of atransaction underwhichthe employee purchased the shares under the
scheme;

= Repurchase by the employee ata price notexceeding the selling price to him/her of the
shares under the scheme.

s Is exempt from tax if the employee does not receive or become entitled to receive any
compensation or a consideration otherthan the repayment of any portion of the purchase
price actually paid by him.

e Thissectionin effect, exempts fromtax the benefit thatis commonly called the stop loss
benefit that can accrue in terms of share incentive schemes.

Employees’ tax e Employees’ tax must not be deducted from the exempted amount

IRP5/IT3(a) details e Reflectunder code 3714.

16.4 BURSARIES AND SCHOLARSHIPS

16.4.1 PERSONS WITHOUT DISABILITY

Reference to the Act Section 10(1)(q)(ii)(aa and (bb)
Paragraphs 1 and 2(h) of the Seventh Schedule

Meaning e Any bursary or bona fide bursary or scholarship other than any scholarship or bursary
contemplated in paragraph (qA) granted to enable or assist any person to study at a
recognised educational or research institution may be exempt in terms of Section

10(1)(q)-

Taxable benefit e If the bursary or scholarship granted by the employer to the relative of the employeeis
subject to an element of salary sacrifice, the amount granted by the employer as a
bursary or scholarshipis taxablein the hands ofthe employee. However, the employer
can still claimthe deduction in respectofthis bursary or scholarship. The effective date
is 01 March 2021.

e If the scholarship or bursary has been granted to the employee or to a relative of such
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employee the exemption shall not apply if the following conditions are present:

@ Inthecaseofascholarship or bursarygranted to employee to enable orassist any such
employee, unless the employee agrees to reimburse the employer for any scholarship
or bursary granted to him/her if he/she failsto complete his/her studies forreasons other
than death, ill-health or injury;

s In the case of a scholarship or bursary granted to enable or assist any such relative of
an employeeto study, ifthe remuneration proxy derived by the employee during the tax
year exceeded R600,000; and

®  To so much of a bursary as in the case of such relative exceeded R20,000 during the
year of assessment for:

o GradeRto gradetwelve as contemplated in definition of ‘school’ in section 1 of South
African Schools Act, 1996 (Act No. 84 of 1996); or

o A qualificationto whichan NQF levelfrom 1 up to and including 4 has been allocated
in accordance with Chapter 2 of National Qualifications Framework Act, 2008 (Act No.
67 of 2008); and

o R60,000 in respect of higher education (NQF level 5 up to 10).

Employees’ tax e The taxable benefit of a bursary is regarded as an annual payment for PAYE
purposes.
IRP5/IT3(a) details e |tisonly the taxable portion of bursaries that must reflect under codes 3809 for grade

R to 12 and NQF level 1 to 4 and 3820 for NQF levels 5 to 10.
e Thenon-taxable portion of bursaries must reflect under codes 3815 for grade R to 12
and 3821 NQF levels 5 to 10.

Exempt from tax e Expenditure in connection with internal or on-the-job training or courses presented
by other institutions on behalfof the employer, does notrepresent a taxable benefit in
the hands of the employees, provided thatthe training is job-related and ultimately
for the employer’s benefit.

e Thefollowing are examples of this type of training:
= Computer and word processing courses;
s Management and administration courses;
= Bookkeeping courses;
o Sales courses;
= Courses in operating office and technical equipment; and
= Language courses for employees.

Bursaries and study ¢ Totheextentthatabonafide bursary does notqualify forthe exemption, itis taxable in
loans taxed as a fringe the employee’s hands. ] _
benefit e The following is an indication of bursaries and study loans that will be taxed as a
fringe benefit:
= Low-interest or interest-free loans granted by the employer to further the employees
studies are not regarded as bursaries, but as low or interest-free loans upon which no
value is placed;
= Wherethe employeeisnotrequired to repay the loan, he/she willhave received a taxable
benefitin terms of Paragraph 2(h) of the Seventh Schedule (payment of employee’s debt
orrelease employee from obligation to pay debt) and employees’ tax mustbe ded ucted.
@ This taxable benefitis seen as an annual payment for PAYE purposes;
= Where an employer rewards an employee for obtaining a qualification, successful
completion of a study course or reimburses the employee for study expenses, such
reward or reimbursement of study expenses will represent, in the case of the reward,
taxable remuneration andinthe case of the reimbursement of study expenses, a taxable
benefitin terms of Paragraph 2(h) of the Seventh Schedule (payment of employees debt
or release employee from obligation to pay debt);
@ Only the taxable portion of bursaries paid to an employee or a family member of an
employee is subject to the deduction of employees’ tax;
= Any bursary, whichisgranted subject to the condition of repayment, due to non-fulfilment
of conditions stipulated in a written agreement, will be treated as a bonafide bursary until
such time as the non-compliance provisions of the agreement are invoked.
= In the tax year in which such provisions are invoked, the amount of the bursary will be
regarded as aloan and anybenefitwhich an employee may have received by way of an
interest-free or low-interest loan will constitute a taxable benefit in terms of Paragraph
2(f) of the Seventh Schedule.
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e An employer granted a bursary of R24,000 to each of the employee’s two children for

their basic education. The employee earns an annual salary of R390 000, a bonus

0fR18 000 and a housing subsidy of R8000. The employer does not operate a bursary

scheme that is open to the general public.

s Although the employee’s remuneration does not exceed R600 000 per annum, the
bursaries are paid in consequence of services rendered by him.

@ Thebursaries of R24 000 each exceed the exemption limit of R20,000 per relative, but
only the taxable portion of R8 000 (R48,000 less R40,000) is subjectto the deduction
of employees’ tax in the hands of the employee.

= |ftheemployee’s remuneration however, exceeds R600 000 per annum, the bursaries
(R48 000) will be taxable in full.

e In addition to re-stating the statutory provisions, Interpretation Note 66 was issued.

This interpretation note contains the interpretation of words and phrases (e.g. bona
fide scholarship or bursary granted, tax implications and other forms of study
assistance).

16.4.2 PERSONS WITH DISABILITY

Reference to the Act

Meaning

Taxable benefit

Section 10(1)(gA)

Section 6B(1)

Paragraph 1 of the Seventh Schedule
Paragraph 2(h) of the Seventh Schedule

e Any bonafide bursary or scholarship granted to enable or assistany person who is a
person with disability as defined in section 6B(1) to study at a recognized
educational or research institution may be exempt.

e The disability that will qualify, is a disability as defined in s6B(1). Therefore, for the
employee to prove this disability, the employee MUST submit the signed ITRDD form
to the employer to confirm his / her disability is as defined in section 6B(1).

e Thisbursary or scholarship for afamily member is limited to family members whomthe
employee is liable for family care and support.

e Ifthe bursary orscholarship granted by the employer to the relative of the employeeis
subjectto an element of salary sacrifice, the amount granted by the employer is taxable
in the hands of the employee. However, the employer can still claim the deduction in
respect of this bursary or scholarship. The effective date is 01 March 2021.

e If the scholarship or bursary has been granted to the employee with disability or to a
qualifying family member of employee, the exemption shall not apply if the following
conditions are present:

@ Inthe caseofa scholarship or bursarygranted to the employee to enable or assist any
such employee, who is a person with disability as defined in section 6B(1) unless the
employee agrees to reimburse the employer for any scholarship or bursary granted to
him/her if he/she failsto complete his/her studiesfor reasons other than death, ill-health
or injury;

@ In the case of a scholarship or bursary granted to enable or assist any person with a
disability who is a family member of an employee whom that employee is liable for
family care and support, to study -

o If remuneration proxy derived by employee during tax year exceeded R600,000;

and
o Tosomuch ofabursary as in the case of such family member exceeded R30,000
during the year of assessment for:
» Grade Rto grade twelve as contemplated in the definition of ‘school in section 1
of the South African Schools Act, 1996 (Act No. 84 of 1996); or
» A qualification to which an NQF level from 1 up to and including 4 has been
allocated in accordance with Chapter 2 of the National Qualifications Framework
Act, 2008 (Act No. 67 of 2008); and
o R90,000 in respect of higher education (NQF level 5 up to 10).
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IRP5/IT3(a) details e ltisonlythetaxable portion of bursariesthat mustreflectunder codes 3829 for Grade R
and NQF level from 1to 4 and 3831 for NQF level 5 up to 10.
e Thenon-taxable portion of bursaries mustreflect undercodes 3830 for Grade R and NQF
level from 1 to 4 and 3832 for NQF level 5 up to 10.

16.5 EMPLOYMENT INCOME EXEMPTIONS

Reference to the Act Section 10(1)(0)

Meaning e Forthepurposesofcountingthesedays, aperson willstill beregarded as being outside
South Africa where the person is in transit through South Africa between two places
outside South Africa and he/she does not formally enter South Africa through a port of
entry orat any other place, in the case of a person authorised by the Minister of Home
Affairs.

e This exemption does not apply in respect of any remuneration derived by the holder of
any public office. Further, it is not applicable to any person in respect of services
rendered or work or labour performed in terms of section 9(2)(h), that is who are
employed in the national, provincial or local sphere of government, any constitutional
institution, a public entity or a municipality entity.

e Where remuneration is received by or accrues to any employee during any year of
assessment in respect of services in more than one year of assessment, the
remuneration is deemed to have accrued evenly over the period thatthose services were
rendered

e Exempts from tax any remuneration derived by an employee in respect of services
rendered outside the Republic foran employer if such person was outside the Republic

for:

s A period or periods exceeding 183 full days in aggregate during any 12 month period;
and

s Continuous period exceeding 60 full days during that period; and those services were
rendered during that period or periods.

Exemptions

Remuneration derived by an officer or crew member of a ship engaged:

Officer or crew member s In theinternational transportation for reward of passengers or goods;

of aship @ In the prospecting for, or the mining of, any minerals from the seabed outside the

continental shelf ofthe Republic, where such officer or crew member is employed on
board such ship solely for purposes of the passage of such ship as defined in the
Marine Traffic Act;

= |s exempt from tax if such person was outside the Republic for a period or periods
exceeding 183 full days in aggregate during the year of assessment;

= Whereremuneration is received by oroccurs to an officer or crew member of ship as
mentioned above during any year of assessment in respect of services rendered by
that employee in more than one year of assessment, the remuneration is deemed t
have accrued evenly over the period that those services where rendered

©  Thequestion of whether an employee will qualify forthe exemptionor notis aquestion
of fact that can be answered once the requisite number of days has been met.

@ Directives are therefore notissued for such taxpayers.

e Wheretheemployer is satisfied thatthe employee willmeetthe necessary criteria for the
exemption to be granted, the employer is atliberty not to deduct Employees’ Tax provided
that a copy of each page ofthe employee’s passportand acopy oftherelevant contract
for the services to be rendered in a foreign country are kept.

Should ittranspire thatthe employee doesnot qualify for the exemption; the employer will be
held personally liable for any losses that SARS may suffer due to the non-deduction of the full
amount of employees’ tax.
Other references e For more information refer to the applicable Interpretation Notes (numbers 16 and 34)
on the SARS website www.sars.gov.za
GUIDE FOR EMPLOYERS IN RESPECT OF Revision: 0 Page 41 of 43

EMPLOYEES’ TAX (2026 TAXYEAR) —
PAYE-GEN-01-G20


http://www.sars.gov.za/

16.6 EMPLOYER-PROVIDED LONG-TERM INSURANCE

Reference to the Act Paragraph 13(2)(bA) ofthe Seventh Schedule

Meaning e Including Deferred Compensation Schemes)

Bk

Effective Date: 12 March 2025

e No value shall be placed on the value of any taxable benefit derived by reason of the
fact that an employer has paid insurance premiums indemnifying an employee solely
against claims arising from negligent acts or omissions on the part of the employee in

rendering services to the employer.

Other references e For more information refer to the applicable Interpretation Note on the SARS website

www.sars.gov.za.

| 17 REFERENCES

17.1 LEGISLATION

TYPE OF REFERENCE | REFERENCE

Legislation and Rules
administered by SARS:

Income Tax Act No. 58 of 1962:

Second Schedule, Fourth Schedule, Seventh Schedule.
Skills Development Levies Act No. 9 of 1999.
Unemployment Insurance Contributions Act No.4 of 2002.
Tax Administration Act No. 28 of 2011.

The Employment Tax Incentive Act No. 26 of 2013.

Other Legislation:

Companies Act No. 71 of 2008.

Skills Development Act No. 97 of 1998.
Medical Schemes Act No. 131 of 1998.

Public Finance Management Act No.1 of 1999.

17.2 CROSS REFERENCES

DOCUMENT #
PAYE-AE-06-G06

DOCUMENT TITLE

Guide for Codes Applicable to Employees Tax Certificates

PAYE-AE-06-G08

Guide for Completion and Submission of Employees Tax Certificates

PAYE-GEN-01-G01

Guide for Employers in respect of Tax Deduction Tables

PAYE-GEN-01-G01-A01

\Weekly Tax Deduction Tables

PAYE-GEN-01-G01-A02

Fortnightly Tax Deduction Tables

PAYE-GEN-01-G01-A03

Monthly Tax Deduction Tables

PAYE-GEN-01-G01-A04

IAnnual Tax Deduction Tables

PAYE-GEN-01-G01-A05

Other Employment Tax Deduction Tables

PAYE-GEN-01-G02

Guide for Employers in respect of Fringe Benefits

PAYE-GEN-01-G03

Guide for Employers in respect of Allowances

PAYE-GEN-01-G03-A01

Rate per Kilometer Schedule

PAYE-GEN-01-G03-A02

Subsistence allowance in respect of Foreign Travel

PAYE-GEN-01-G05

Guide for Employers in respect of Employment Tax Incentive

SDL-GEN-01-G01

Guide for Employers in respect of SDL

UIF-GEN-01-G01

Guide for Employers in respect of UIF
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| 18 DEFINITIONS AND ACRONYMS

Link for centralised definitions, acronyms, and abbreviations: Glossary A-M | South African Revenue Service

!sars.gov.za!

DISCLAIMER

The information contained in this guideisintended as guidance only and is not considered to be a legal reference, norisit a
bindingruling. The information does not take the place oflegislation and readers who are in doubtregarding any aspectofthe
information displayed in the guide should refer to the relevant legislation, or seek a formal opinion from a suitably qualified
individual.

For more information about the contents of this publication you may:

o Visitthe SARS website at www.sars.gov.za

e Visityour nearest SARS branch

e Contact your own tax advisor/tax practitioner

e Ifcalling from within South Africa, contact the SARS Contact Centre on 0800 00 SARS (7277)

e If calling fromoutside South Africa, contact the SARS Contact Centre on +27 11 602 2093 (only between 8am and 4pm
South African time).
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