SMALLBUSINESS

ESSENTIAL TAX GUIDE

l_
BUY

sars.gov.za /SMS

[ Fo XX XinX O] At your serv.




SARS Small Business
Essential Tax Guide

This guide provides useful information for Small, Micro and Medium Enterprises
(SMMESs) and their tax obligations relating to tax registration, filing of returns,
and payment with the South African Revenue Service (SARS). It also includes
information on the different tax types you may be liable for depending on the
size and nature of your business.

Given the various legal and tax responsibilities associated with different business
structures, it is essential to determine the type of entity you wish to establish
prior to commencing your business operations.

Responsibility of a business owner

Ultimately, business owners are responsible for filing and making payment to SARS
accurately and on time. This is regardless of whether you have a Tax Practitioner or someone
else handling your tax matters.

Tax payments

Tax payments can be made using eFiling or direct bank transfer. Payments
must be made on time to avoid interest and penalties. SARS will no longer
accept cheque payment after December 2020.

Record keeping

Good record keeping helps you explain what is declared on your income
5 a e tax return in the event that SARS has questions regarding information
declared on your return. Keeping supporting documents such as sales
slips, invoices, receipts, bank deposit slips and other documentation will
help you manage your tax matters better and ensure that you remain tax
compliant.
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Types of business and tax responsibilities

Types of business Description Tax responsibilities

Sole Trader/
Owner

Partnership

Private/Public
Companies

or Close
Corporation

Cooperative

Operates on a small scale and run by
self-employed individuals. Includes the
informal businesses. No requirement to
register with Company and Intellectual
Property Commission (CIPC).

Two or more people with common
interest who join to run a business. No
requirement to register with CIPC. Each
partner will be taxed separately according
to their share in the business.

Formal business that is required to
register with CIPC and obtain a company
registration number. The company is
separate from the owner and the owner is
required to submit their Personal Income
Tax.

A Cooperative is formed when a group
of people, with common interests, joins
to achieve a certain economic, social or
cultural goal, such as a stokvel, community
agricultural venture, etc. A Coorporative
is required to register with CIPC.
Cooperative are taxed as companies.

Register for Personal Income Tax (PIT)
and annually declare your business
income on the Income Tax Return for
Individuals (ITR12). Where you need
to pay SARS, you must do so before the
payment deadline reflected on your
Notice of Assessment (ITA34).

» Register for VAT - if you qualify

» Register for PAYE - if you qualify
and Special Small Business taxes:
Turnover Tax, Small Business
Corporations(SBC) or ETI.

» Payment of due taxes.

Register for Personal Income Tax (PIT)
and annually declare your business
income on the Income Tax Return for
Individuals (ITR12). Where you need
to pay SARS, you must do so before the
payment deadline reflected on your
Notice of Assessment (ITA34).

Register for VAT - if you qualify
Register for PAYE - if you qualify and
Special Small Business taxes: Turnover
Tax, SBC or ETI. Payment of taxes

» Automatic registration for Corporate
Income Tax (CIT) when registering
with CIPC and declare CIT annually
onITR14

» Register for VAT - if you qualify

» Register for PAYE - if you qualify
and Special Small Business taxes:
Turnover Tax, SBC or ETI.

» Payment of taxes

See Private/Public Companies or Close
Corporations
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When do you register for tax?

Once you have registered your company with the Company and
Intellectual Property Commission (CIPC) formerly called CIPRO

on www.cipc.org.za, SARS will automatically generate a Company
Income Tax (CIT) reference number for you. The company
representative must then register on SARS eFiling to update
information, and transact electronically and conveniently with SARS.

Self Employed/Sole Trader or persons in Partnerships need to register for Personal Income
Tax (PIT) directly with SARS via SARS eFiling.

Your tax obligation

Whether as a self-employed individual or business, you are required to register your
business with SARS, file your tax returns and pay the required taxes on time.

When do you register for Income tax?

Once you have registered your company with the Company and Intellectual Property
Commission (CIPC) formerly called CIPRO on www.cipc.org.za, SARS will automatically
generate a Company Income Tax (CIT) reference number for you. The company
representative must then register on SARS eFiling to update information and transact
electronically and conveniently with SARS.

Self Employed/Sole Trader or persons in Partnerships need to register for Personal Income
Tax (PIT) directly with SARS via SARS eFiling.

Responsibility of a business owner

Ultimately, business owners are responsible for filing and making payment to SARS
accurately and on time. This is regardless of whether you have a Tax Practitioner or someone
else handling your tax matters.

Tax payments

Tax payments can be made using eFiling or direct bank transfer. Payments must be made
on time to avoid interest and penalties. SARS will no longer accept cheque payment after
December 2020.
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Record keeping

Good record keeping helps you explain what is declared on your all applicable tax returns in the
event that SARS has questions regarding information declared on your return. Keeping supporting
documents such as sales slips, invoices, receipts, bank deposit slips and other documentation will help
you manage your tax matters better and ensure that you remain tax compliant. Records must be kept
for five years from the tax return filing date.

Convenient ways to interact with SARS

Most of your interaction with SARS will happen online via SARS eFiling. If you are trading as an
individual and do not have an Income Tax Reference Number, you must first register as a taxpayer on
eFiling to create a profile, and a tax reference number will be generated for you.

To register for eFiling:

»  Visit the SARS website www.sars.gov.za and click eFiling then REGISTER NOW; or
» If you are trading as a Sole Trader or in Partnership - Download the SARS MobiApp from the
Google Play Store (Android) or App Store (Apple devices) and tap on ‘REGISTER’.

You can also watch the “How to register for eFiling” video on the SARS TV YouTube channel.

Once all your information is updated, especially banking details, contact details and company
representative, you can register for other taxes such as VAT, PAYE, etc. on eFiling, without visiting a
SARS branch.

Special taxes applicable to small businesses

There are a number of tax incentives available to qualifying small businesses like the Turnover Tax
(TOT), Small Business Corporation Taxes (SBC) and Employment Tax Incentive (ETI).

1. Turnover Tax (TOT)
Turnover Tax aims at reducing and simplifying tax compliance and the administrative burden on small
businesses with an annual turnover of R2,3 million or less.

The Turnover Tax system is a single tax system and replaces Income Tax, VAT, Provisional Tax, Capital
Gains Tax and Dividends Tax. Qualifying businesses will declare and pay one (1) tax (unless with a VAT
or PAYE option) and only start paying tax when their annual turnover exceeds R600 000.

( A small business that is registered for Turnover Tax can choose to register for VAT as well. )

2. Small Business Corporation (SBC)

Small businesses with an annual turnover of up to R20 million may qualify to pay Income Tax at a
reduced tax rate. If you indicate that you are a small business on your Income Tax Return (ITR14), and
meet all the requirements, the reduced rates will be applied automatically. There is no need to apply
for the reduced rates because your SBC status will be determined using information on your ITR14.
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Value-Added Tax (VAT)

Businesses with estimated or actual turnover of more than one R2,3 million are required to register
and to charge 15% VAT on the taxable supplies of goods and services.

Categories for VAT registration:

Compulsory registration Voluntary registration

You will be required to register for VAT if your tax-
able supplies are more than R2,3 million, in any 12
month period or you expect that your taxable sup-
plies will exceed that amount in terms of a written
contractual obligation.

You can apply for voluntary registration even if
your taxable supplies, are less than R2,3 million.
The requirement is that the taxable supplies made
must already have exceeded the minimum thresh-
old of R120 000, or is likely to exceed R120 000 in a

12 month period. Registration for VAT using SARS
eFiling is quick and convenient.

Pay-As-You-Earn (PAYE)

An employer who is registered or required to register with SARS for PAYE will also be required to
register and pay over the Skills Development Levy (SDL) and Unemployment Insurance Fund (UIF)
contributions to SARS.

Make sure you register with SARS within 21 business days after becoming an employer, deduct PAYE
and UIF from your employees’ salaries or wages and pay it over to SARS on a monthly basis. These
payments must be made within seven (7) days after the end of the month. Where employees’ salaries
are above the set thresholds.

Provisional Tax

All companies are automatically registered for Provisional Tax upon registration for Company Income
Tax. Individuals that have a small business and earn an income from this business, other than a salary,
must register for Provisional Tax. You must complete and submit a Return for Payment of Provisional
Tax (IRP6) twice a year and make payment of your estimated income.

This return can be filed via SARS eFiling. If however you are registered for Turnover Tax, you do not
need to submit an IRPé6.

Corporate Income Tax (CIT)

Companies must declare their income annually by submitting a Company Income Tax Return (ITR14)
once their registration has been finalised. The declaration must be accurate, stating all income and
expenses so that over or under tax assessment is avoided. Companies and close corporations pay an
annual flat tax rate of 28%.
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Tax Return submission periods per tax type

Tax type

Company
Income Tax
(CIT)

Personal
Income Tax (for
self-employed
individuals)

VAT

PAYE

Provisional Tax

Turnover Tax

Employer
reconciliation

Submission
frequency

Once ayear as
per company’s
financial year
end

Once ayear as
announced by
SARS during
filing season

Every two (2)
months before
the 25t

Monthly on or
before the 7t

Twice ayear

Once ayear

End of October
and end of May

Tax Form Notes

ITR14

ITR12

VAT201

EMP201

IRP6

TTO3

EMP501

The company has 12 months to submit the ITR14 after
the financial year-end. The financial year end is indicated
on the company registration certificate from CIPC

Sole traders, self-employed and individuals in a
partnership should declare their business income on
their ITR12

The period will be allocated at registration and some
companies may be required to submit every month

The submission is due within seven (7) days after the
month the tax was deducted from the employee.

For companies: The first submission is due six (6)
months from the start of the financial year. The second
submission is due at the end of your financial year.

For individuals: the first submission is due on 30 August
and second submission is due 28/9 February of each
year.

The submission of turnover tax returns is done once
a year in line with the company’s financial year-end or
submission of the annual income tax returns, between
1 July and 31 January of the following year for
individuals.

First interim submission is due at end of October and
final submission end of May

DISCLAIMER: The information contained in this leaflet is intended as guidance only and is not considered to be a
legal reference, nor is it a binding ruling. The information does not take the place of legislation and readers who are
in doubt regarding any aspect of the information displayed in the leaflet should refer to the relevant legislation, or
seek a formal opinion from a suitably qualified individual.

For more information you may -
» Visit the Small Business page on the SARS website www.sars.gov.za.

» Call the SARS Contact Centre on 0800 007277.

» Book an appointment at a SARS branch via our eBooking system on www.sars.gov.za.
» If calling from abroad, on +27 11 602 2093 (only between 8am and 4pm South African time).
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SCAN ME

Visit the Small Business
page on the SARS website
WWW.Sars.gov.za

Book an appointment on
WWW.Sars.gov.za

SARS Contact Centre
0800007277

If calling from abroad,
on+27 11 602 2093
(only between 8am and
4pm South African time).

Follow us on



