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Overview 
T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

I n t r o d u c t i o n  t o  P a y r o l l  
A d m i n i s t r a t i o n  

B a s i c  C o n d i t i o n s  o f  
E m p l o y m e n t  A c t   ( B C E A )

W o r k i n g  T i m e  

L e a v e

P a r t i c u l a r s  o f
e m p l o y m e n t  

T e r m i n a t i o n  o f  
e m p l o y m e n t

I n c o m e  T a x  A c t  

S k i l l s  d e v e l o p m e n t  A c t
&  S k i l l s  D e v e l o p m e n t  
L e v i e s  A c t

U n e m p l o y m e n t  
I n s u r a n c e  F u n d  A c t  
( U I A )  & U n e m p l o y m e n t  
I n s u r a n c e  
C o n t r i b u t i o n s  A c t  
( U I C A )

O c c u p a t i o n a l  
I n j u r i e s  a n d  
D i s e a s e s  A c t  



33

What is payroll?

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

P a y r o l l  i s  t h e  p r o c e s s  a  c o m p a n y  g o e s  t h r o u g h  t o  p a y  e m p l o y e e s  

T h e  l i s t  o f  e m p l o y e e s  i n  a  b u s i n e s s  a n d  t h e  a m o u n t  o f  
c o m p e n s a t i o n  d u e  t o  e a c h  e m p l o y e e

I t  c a n  a l s o  m e a n  t h e  r e c o r d  o f  t o t a l  e a r n i n g s  o f  a l l  
e m p l o y e e s  f o r  a  c o m p a n y  i n  a  t a x  y e a r  
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Payroll

The total amount of money that should 

be paid out to employees as a salary or 

wages 

Company Policy 
& Procedures

Legislation

The Payroll  Environment

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Establish the rules of conduct within an 

organization, outlining the responsibilities 

of both employees and employers. 

Company policies and procedures are in 

place to protect the rights of workers as 

well as the business interests of 

employers.

Payroll administration must happen 

within the framework of legislation 

affecting the payroll.
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Payroll  Administrator Role

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

D o c u m e n t  a n d  
D e t e c t

T r a n s f e r

R e p o r t i n g  

F i l e  
S t a t u t o r y  

R e t u r n s

R e c o r d  K e e p i n gP a y m e n t  o f  T h i r d  
P a r t i e s

R e c o n c i l i a t i o n  o f  
p a y r o l l  r e p o r t s
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The retention of documentation

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Al l  documents  ut i l i zed for  payro l l  data capture  must  be stored 
.

S u p p o r t i n g  
D o c u m e n t a t i o n  

S t a t u t o r y  
D o c u m e n t a t i o n

Overt ime Claims

Leave Appl ication form

Notif icat ion of  bank 

detai l  changes

EMP201 :  Monthly 

Declarat ion

UIF Declarat ion Fi le 

IRP5/IT3(a) Tax 

Cert i f icate
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Basic Conditions of Employment Act 
(BCEA)

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n
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BCEA

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Regulate  the r ight  to  fa i r  labor  pract ice ,  by  contro l l ing var ious  employment  

condi t ions  ,  more speci f ica l ly

W o r k i n g  T i m e  L e a v e  
e n t i t l e m e n t  

W r i t t e n  
t e r m s  a n d  
c o n d i t i o n s  

o f  
e m p l o y m e n t  

T e r m i n a t i o n  o f  
e m p l o y m e n t  
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Recording & Validating Employee Records

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

BCEA refers to “preservation of secrecy” 

Guidel ines:

• Secure pr inter

• Agreement of  conf idential i ty 

• Documents should be hand del ivered

• Do not share personal or  payrol l  data unnecessari ly  over the 
phone

• Reports and paysl ips ,  i f  pr inted must be stored in a lockable 
cabinet

• Payrol l  data must be protected screen posit ioning is  important 

• Payrol l  System should be guarded by a Password
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Application of The Act 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Act applies to 

all  workers and 

employees 

except for 

T h e  N a t i o n a l  
D e f e n s e  F o r c e  

T h e  N a t i o n a l  
I n t e l l i g e n c e  
A g e n c y  

T h e  S o u t h  
A f r i c a  S e c r e t  
S e r v i c e

U n p a i d  V o l u n t e e r s

E m p l o y e e s  o n  
v e s s e l s  a t  S e a

1

5

4

3

2
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Any other law is 
more favorable 

The BCEA is 
excluded or 

replaced

Terms of 
employment 

contract is more 
favorable to the 

employee 

Provisions in Contract of Employment

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

The BCEA is always applicable in terms of employment 

except where:
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Working 
Time

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Ordinary Working Hours

Weekly Rest Period

Overtime

Meal Interval

Daily Rest Period

Night and Sunday Work

Public holidays



1313

Working time and rules 
T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Act regulating working time does not apply to the following Employees:

Workers in Senior 
Management (Who 

make hiring and 
termination 
decisions)

Sales staff that 
travel and regulate 
their own working 

hours

Workers who work 
less than 24 hours 

in a month.

Employees earning  
R211 596,30 or more 

as from 1 March 2021
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Employees can work a 
maximum of 45 hours per 

week
An employer may not require or permit an 

employee to work more than: 

• 45 hours in any week; 

• 9 hours in any day if the employee works 

5 days or less in a week; or 

• 8 hours in any day if the employee works 

more than 5 days in a week

Employees working with 
the public –The working 
time can be extended 

up to 15 minutes per day, 
maximum 60 minutes 

per week

Y E A R L Y

Ordinary Working Hours 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n
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Overtime

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Agreement
M a x i m u m  1 0  h o u r s  p e r  w e e k  

N o t  m o r e  t h a n  1 2  h o u r s  o n  a n y  d a y  

Agreement lapses after 1 year 
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Overtime

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

O p t i o n  1 O p t i o n  2 O p t i o n  3

1,5 times the 

hourly rate

1,5 hours paid time 

off for every hour 

worked

1 time the

hourly rate Plus

0,5 hour paid time off.
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Overtime Case Study- Calculation 
of overtime pay 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Tshepo earns a salary of R10 000
Normal working hours: Monday-Friday, 08h00-17h00
Company policy: Employees are paid at 1.5 times their normal hourly rate for every overtime 
hour worked

• 5 days a week
• 8 hours a day
• 21,67 days a month 
• 173,36 hours a month

If he works 3 hours overtime on a Monday, what will his overtime earning amount be?

•
Basic Salary

Average working hours per month × hourly
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Overtime Case study-Solution

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Option 3

Salary R10 000/ 173,36 

hours per month

X 3 Overtime hours 

worked 

X 1 times the hourly rate 

= R173,05

3 Hours X 0,5 times 

= 1,5 hours paid time off

Option 2

3 Overtime hours 

X 1,5 times the hourly rate 

= 4,5 hours paid time off

Option 1

Salary 10000/173,36 hours 

per month 

X 3 overtime hours 

worked 

X 1,5 times the hourly rate 

= R259,58
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Meal 
Interval 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n
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Daily and weekly rest period

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

• A daily rest period of at least 12 consecutive hours between ending recommencing work

• A weekly rest period of at least 36 consecutive hours

• Can be reduced to 10 hours by agreement

• If employee lives on the premises (i.e., domestic workers , caretakers and farm workers)

• Has a meal interval of at least three hours
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Employee 
ordinarily 

works on a 
Sunday

Employee 
does not 

ordinarily 
work on 
Sunday

Work on Sunday 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

• Employees must at  least receive their  dai ly wage 

• I f  a shift  fal ls  on a Sunday and part ly on another day,  the entire shift  is  deemed to have 

been worked on Sunday,  unless i f  the biggest port ion fal ls  on other day 

2 times 
hourly rate

1,5 times 
the 

hourly 
rate
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Work on Sunday Case Study-
Calculation Sunday pay

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Thabo earns a salary of R 20 000

Thabo’s normal working hours: Monday to Friday 08h00 – 17h00. 

Company policy: The company pays work on Sundays according to BCEA.

• 5 days a week
• 8 hours a day
• 21,67 days a month 
• 173,36 hours a month

If he works 3 hours overtime on a Monday, what will his overtime earning amount be?
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Work on Sunday Case study-Solution

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Sunday pay =  Salary 20 000
173,36 hours per month × 3 hours worked × 2 times the hourly rate = R692,20

Normal daily rate = Salary 20 000
173,36 hours per month × 8 = 𝑅922,93

The expected Sunday pay is less than the normal daily rate
Therefore, Thabo is entitled to his daily wage of R922,93
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Work on Sunday Case Study 2-
Calculation Sunday pay

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Nathi earns a salary of R 9 000

His normal working hours: Sunday to Thursday 08h00 – 17h00. 

Company policy: The company pays work on Sundays according to BCE.

• 5 days a week
• 8 hours a day
• 21,67 days a month 
• 173,36 hours a month

If Nathi works 3 hours on a Sunday , what will his Sunday Payment amount be?
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Work on Sunday Case study 2 -Solution

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Sunday pay =  Salary 9000
173,36 hours per month × 5 hours worked × 1,5 times the hourly rate = R389,36

Normal daily rate = Salary 9000
173,36 hours per month × 8 = 𝑅415,32

The expected Sunday pay is less than the normal daily rate
Therefore, Thabo is entitled to his daily wage of R415,32
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Night Work

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Work performed after 18h00 and before 
06h00 the next Day

By agreement 

• Compensation  e.g Shift allowance/ 
Reduction of working hours 

• Transportation Available at 
commencement and conclusion of work.
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Regular Night work

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Regular night work – 1 hour after 23:00 and before 06:00 at least 5 times 
a month or 50 times a year

T h e  e m p l o y e r  
i s  

r e s p o n s i b l e  
f o r  

C o m p e n s a t i o n

T r a n s p o r t a t i o n

I n f o r m  o f  h e a l t h  
a n d  s a f e t y  

h a z a r d s

I n f o r m  o f  r i g h t  t o
M e d i c a l  e x a m i n a t i o n

T r a n s f e r  i f  h e a l t h  i s  
A f f e c t e d  a n d  i f  p r a c t i c a l  
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Public Holiday 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

O p t i o n  1 O p t i o n  2 O p t i o n  1 O p t i o n 2

Employee works on 

Public Holiday

Double the normal wage 
Or

if greater, the normal wage 
+ 

The amount earned for the 
day

Employee does not 

work on the Public 

Holiday 
Normal Wage 

Employee works on 

a public holiday

Normal Wage 

+

The amount earned on 

that day

Employee does not 

work on the Public 

Holiday 

No payment 

Public Holiday falls on a day an 
employee would ordinarily work

Public Holiday falls on a day the 
employee would not ordinarily work 
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A n n u a l  L e a v e  

S i c k  L e a v e

M a t e r n i t y  L e a v e  

LEAVE
T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

P a r e n t a l  L e a v e  

F a m i l y  
R e s p o n s i b i l i t y  
L e a v e  

C o m m i s s i o n i n g  
P a r e n t a l  L e a v e  

A d o p t i o n  L e a v e  
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Annual Leave 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Leave Cycle- 12-month period 

E n t i t l e m e n t - 2 1  C o n s e c u t i v e  d a y s  ( 3  w e e k s )  

- 5 day worker: 15 days minimum
- 6 day worker: 18 days minimum
- 1 day for every 17 days worked 
- 1 hour for every 17 hours worked

A n  e m p l o y e r  m a y  n o t  
p a y  o u t  l e a v e  e x c e p t  o n  

t e r m i n a t i o n .

L e a v e  i s  p a i d  a t  
r e m u n e r a t i o n  r a t e  

E m p l o y e r  m u s t  
g r a n t  l e a v e  n o  

l a t e r  t h a n  6  
m o n t h s  a f t e r  e n d  

o f  l e a v e  c y c l e  

L e a v e  m a y  n o t  r u n  
c o n c u r r e n t l y  w i t h  

a n o t h e r  l e a v e  
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Sick Leave 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Leave Cycle- 36-month period 

E n t i t l e m e n t - 6 w e e k s
- 5 day worker: 30 days
- 6 day worker: 36 days

L e a v e  i s  p a i d  a t  
w a g e  r a t e  

&  
c a n  n o t  b e  

c a r r i e d  o v e r  t o  
t h e  n e x t  c y c l e  

1  d a y  f o r  e v e r y  
2 6  d a y s  w o r k e d  

f o r  t h e  f i r s t  6  
m o n t h s

O n  t h e  7 n t h  m o n t h  
e m p l o y e e  I  e n t i t l e d  
t o  t h e  f u l l  3 0  d a y s  

m i n u s  a n y  s i c k  l e a v e  
a l r e a d y  t a k e n

Proof of Incapacity- Medical certificate 
8-week rule 
If absent for 2 consecutive days or more 
for more than two occasions in an 8-
week period, without medical certificate 
them employer can withhold pay. 
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Family Responsibility Leave 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Leave Cycle- 1 year

E n t i t l e m e n t - 3 d a y s   

- Applies when a child is sick or 
- In the event of death

W h e n  t h e  e m p l o y e e ' s  
c h i l d  i s  b o r n ,  t h e y  

m u s t  a p p l y  f o r  
p a r e n t a l  l e a v e  n o t  

f a m i l y  r e s p o n s i b i l i t y  
l e a v e

E m p l o y e r  m a y  
r e q u i r e  

r e a s o n a b l e  
p r o o f

P a i d  a t  w a g e  r a t e  
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Maternity Leave 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

M a t e r n i t y  
L e a v e  

A t  l e a s t  4  
c o n s e c u t i v e  

m o n t h s  

4  w e e k s  b e f o r e  
t h e  e x p e c t e d  

b i r t h  o r  

O n  a  d a t e  t h e  
m e d i c a l  p r a c t i t i o n e r  
o r  m i d w i f e   c e r t i f i e s  

i t  n e c e s s a r y

M i s c a r r i a g e  i n  t h e  
t h i r d  t r i m e s t e r  – 6  
w e e k s

P a y m e n t  o f  
m a t e r n i t y  l e a v e  
i s  n o t  r e g u l a t e d  
b y  t h e  B C E A
- H a v e  t o  c l a i m  
f r o m  U I F

P r o t e c t i o n  
a g a i n s t  
h a z a r d o u s  w o r k
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Parental Leave

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

An employee who is a parent and who is not entitled to

maternity leave/adoption leave or commissioning

parental leave is entitled to at least ten consecutive

days parental leave (does not include the weekend if

you don’t usually work during the weekend).

Parental Leave commences on the day:

• The adoption order is granted, or

• That a child is placed in the care of a

prospective adoption parent by a competent

court, pending the finalization of an adoption

order in respect of that order whichever occurs

first

Paid by UIF subject to certain rules and conditions
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Adoption Leave

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

• An employee who is an adoptive parent of a child who is below the age of two, is entitled to

adoption leave of at least ten weeks consecutively, or parental leave as explained before.

• Adoption Leave commences on the day:

• The adoption order is granted, or

• That a child is placed in the care of a prospective adoption parent by a competent court,

pending the finalization of an adoption order in respect of that order whichever occurs first

• If there are adoptive parents/prospective adoptive parent, one of the adoptive parents is

entitled to adoption leave and the adoptive parent is entitled to parental leave, the selection

of choice must be exercised by the two adoptive parents
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Commissioning Parental  Leave

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

• An employee who is a commissioning parent in a surrogate motherhood agreement

is entitled to commissioning parental leave of at least ten weeks consecutively, or

the parental leave as explained before.

• Commissioning Parental Leave may commence on the day:

• The child is born as a result of a surrogate motherhood agreement.
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Leave entitlement Case Study

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Justine is a New starter in the company. The company calculates leave as per BCEA.

Justine's normal working hours: Monday to Friday 08h00 – 17h00.

What will her leave entitlement be in the first 6 months of employment for the 
following leave types:

Annual Leave 

Sick Leave 

Family Responsibility Leave
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Remuneration Rate Wage Rate

Annual Leave

15 BCEA Leave Days
12 Months ×

6 months worked

= 7,5 Annual Leave days 

Family 
Responsibility 

Sick Leave 

Leave entitlement Case Study

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Solution

3 family 

responsibility days 

upfront

1 𝑆𝑖𝑐𝑘 𝐿𝑒𝑎𝑣𝑒 𝐷𝑎𝑦 𝑝𝑒𝑟 𝑚𝑜𝑛𝑡h ×

6𝑀𝑜𝑛𝑡ℎ𝑠

= 6 Leave days 

Wage Rate 
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The Payroll Administration and Legislation

Employee Income

Remuneration
Cash or in kind for work 

done 

WAGE
Cash for ordinary hours 

of work

Used for the Payment of ; 
▪ Annual Leave 

▪ Termination Leave 
▪ Severance Pay 

▪ Notice Pay 

Used for the Payment of:
▪ Family Responsibility 

Leave
▪ Sick Leave 

For Work done 
Included 

To enable work 
to be done 
Excluded
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Payment for Leave Taken

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Remuneration
Payment in money 
and/or in kind for work 
done-

Any other amount 
received above and 
beyond wage, this can 
be pension, fringe 
benefits 

Wage
Payment in money
for ordinary hours 
of work vs
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Cash Components of an 

employee's remuneration 

e.g. salary , overtime or 

bonus

A l l o w a n c e s
Net pay refers to the 

amount an employee 

takes home, not the 

amount it costs to 

employ them

N e t  P a y

Non- cash perks e.g. a 

company car

F r i n g e  B e n e f i t s

Components deducted 

before the net pay is 

determined e.g. loans , 

pension or medical aid

D e d u c t i o n s

Contributions made by 

the company on behalf of 

the employee. e.g. UIF 

and SDL

C o m p a n y  
C o n t r i b u t i o n s

Definitions of Payroll  Components 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n
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Remuneration for work done 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Included

• Salary
• Commission
• Overtime
• Fixed travel allowance
• Guaranteed bonus
• Shift and standby allowance
• Fringe benefits, e.g. company car
• Company contributions, e.g.

pension, provident, medical aid

• Reimbursements

• Reimbursive travel

• Subsistence allowance

• Other allowances e.g. cell phone, 

computer, tool, uniform etc

Included in Remuneration Excluded in Remuneration
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PARTICULARS OF 
EMPLOYMENT

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

1. Written particulars of employment

2. Keeping of records

3. Payment of remuneration

4. Information about remuneration

5. Deductions from remuneration
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Written Particulars

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

An employer must supply an employee when the employee commences 
employment, with the following in writing: 

• Full name and address of the employer
• Name and occupation of employee 
• Place of work
• Date of employment 
• Ordinary hours and days of work
• Wage rate
• Rate for overtime
• Other cash payments
• In kind payments

• Frequency of remuneration 
• Deductions
• Leave entitlement 
• Notice period
• Council information
• Company
• list of any other documents that form part of 

the contract
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Keeping of records

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Employer must keep record of at least:

E m p l o y e e ’ s  n a m e  
a n d  o c c u p a t i o n

T i m e  w o r k e d

R e m u n e r a t i o n  p a i d

D a t e  o f  b i r t h  i f  
u n d e r  1 8  y e a r s  o r  
a g e

Record should be kept for 3 years from last date of entry 
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Information about Remuneration

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

T h e  e m p l o y e e ’ s  p a y s l i p  m u s t  i n c l u d e :

• Employer’s name and address

• Employee’s name and occupation

• Period of payment

• Remuneration in money 

• Any deduction made from the remuneration 

• Actual amount paid (Net pay) 

If relevant, include 

• Employee's rate of remuneration and overtime

• Number of ordinary and overtime hours worked in that period

• Number of Sunday and Public holiday hours worked in that period

If an agreement to average working time has been concluded . The total number or ordinary and 

overtime hours worked in the period average
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Deductions from Remuneration

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

B y  a g r e e m e n t
S t a t u t o r y  

d e d u c t i o n s  
e . g . ,  t a x

L o s s  o r  
d a m a g e  

t o  t h e  
e m p l o y e r

C o u r t  o r d e r s  
e . g . ,  

g a r n i s h e e

M u s t  s p e c i f y  
t h e  n a t u r e  
a n d  q u a n t i t y  
o f  a n y  g o o d s  
p u r c h a s e d  b y  
t h e  e m p l o y e e

O v e r p a y m e n t s
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N o t i c e  p e r i o d

P a y m e n t s  u p o n  t e r m i n a t i o n

S e v e r a n c e  p a y

TERMINATION 
OF 

EMPLOYMENT

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n
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1 week 4 weeks

Notice Period

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Employee is not allowed to take any leave during the notice period

E m p l o y e d  f o r  
l e s s  t h a n  6  

m o n t h s

E m p l o y e d  f o r  
m o r e  t h a n  6  

m o n t h s  b u t  l e s s  
t h a n  a  y e a r

E m p l o y e d  f o r  1  y e a r  o r  m o r e ,  
o r

I t s  a  f a r m e r  o r  d o m e s t i c  
w o r k e r  w h o  h a s  b e e n  

e m p l o y e d  f o r  m o r e  t h a n  6  
m o n t h s

2 weeks 
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Payments upon Termination

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Time-off 
due

Annual leave 
days due
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The Payroll Administration and Legislation

Severance Pay

• 1 week’s remuneration for every completed year of 
continuous service 

• Dismissed due to operational requirements

• Offer alternative Employment – Employee 
Refuses – No Severance Pay 
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Severance Pay Case Study

The Payroll Administration and Legislation

Employee B was employed on 1st of January 2013. The employer 
offered the employee alternative employment at another branch 5 
km’s away from the current place of work.

The employee refused the offer for alternative employment.

Because of operational requirements on the 31st of March 2020 this 
employee was retrenched. 

How many weeks of severance pay is this employee entitled to?
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Severance Pay Case Study 
Solution 

The Payroll Administration and Legislation

Employee B is not entitled to any severance payment since he has refused 
an alternative employment offer 5km’s away from the current place of 
work.

As mentioned above “An employee who unreasonably refuses to accept 
the employer’s offer of alternative employment with that employer or any 
other employer, is not entitled to severance pay. “
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Certificate of Service

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

• E m p l o y e e ’ s  f u l l  n a m e

• N a m e  a n d  a d d r e s s  o f  e m p l o y e r

• D e s c r i p t i o n  o f  a n y  c o u n c i l

• D a t e  o f  c o m m e n c e m e n t  a n d  t e r m i n a t i o n  
o f  e m p l o y m e n t

• J o b  t i t l e  o f  b r i e f  d e s c r i p t i o n  o f  
e m p l o y m e n t  

• R e m u n e r a t i o n  a t  t h e  d a t e  o f  t e r m i n a t i o n

• I f  e m p l o y e e  r e q u e s t s ,  t h e  r e a s o n  f o r  
t e r m i n a t i o n
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Income Tax Act

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n
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T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

• Governments need money to provide basic services such as education, 
policing etc., therefore government levies taxes

• The 4th schedule to the Income Tax Act deals with remuneration and 
employees

• Employee's tax consists of PAYE

• Employee's tax is an advance payment against the liability for income tax at 
the end of the tax year

• The employer must deduct tax from all regular or periodic remuneration 
paid or payable to the employees
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Calculation of Nett Remuneration

The Payroll Administration and Legislation

Taxable Earnings

+  Taxable Fringe Benefits

=  Gross Taxable Remuneration

- Tax Deductible Deductions (Up to a limit)

=  Balance of Remuneration (Net Remuneration)
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Taxable Earnings

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Salary

Overt ime
&

Bonuses
Commission

% of  Travel  al lowance (80% = norm)

1

2

3

4
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Taxable Fringe Benefits Examples 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Company car

M e d i c a l  a i d
Free or  cheap 
res ident ia l  
accommodat ion

L o w  o r  i n t e r e s t  
f r e e  l o a n

1

25

3 Free or  cheap 
serv ices  f rom 
the employer
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Taxable Deductible Deductions 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Pens ion fund ( to  a  certa in  l imi t)

P a y r o l l  G i v i n g
Prov ident  fund ( to  
a  certa in  l imi t)

R e t i r e m e nt  A n n u i t y  f u n d  ( t o  a  c e r t a i n  l i m i t )

1

2

3

4
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Payment of Contributions

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

P a y a b l e  b y  
e m p l o y e r - t a x

P a i d  t o  S A R S  –
E M P 2 0 1  R e t u r n

B e f o r e  t h e  7 t h  o f  t h e  
m o n t h
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EMP201 Declaration
• The EMP201 is a 

payment declaration in 
which the employer 
declares the total 
payment together with 
the allocations for PAYE, 
SDL, UIF and/or ETI 
(employment tax 
incentive ).

• Completed and 
Submitted by the 7th of 
each month.

The Payroll Administration and Legislation
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The Payroll Administration and Legislation

IRP5/IT3(a) Tax 
Certificates

An IRP5 tax certificate is used by the employee to complete the 
employee’s income tax return for a specific year. 

Copies of these certificates must be filed by the employer who issues 
them every year
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EMP501: Employer Reconciliation Declaration 
The Payroll Administration and Legislation

• Interim EMP501 Reconciliation 
Declarations must be submitted 
to SARS, usually by the end of 
October, reconciling PAYE, SDL, UIF, 
and ETI (if applicable) from March 
until August. 

• Interim reconciliation period –
which is for the period 1 March to 
31 August; and 1 September to 28 
February. 

Annual reconciliation period – which 
is for the full tax year 1 March to 
28/29 February
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Skills Development Act (SDA) & Skills 
Development Levies Act (SDLA)

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n
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Skills Development 
Act

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Purpose
o Encourage learning and development in South 

Africa by improving
• Productivity
• The quality of life

o Promote self-employment
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Skills Development Levies Act

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

E x e m p t  E m p l o y e r s  

• P u b l i c  s e r v i c e  e m p l o y e r
• A n n u a l  r e m u n e r a t i o n  

l e s s  t h a n  R 5 0 0  0 0 0
• R e l i g i o u s  o r  c h a r i t a b l e  

i n s t i t u t i o n
• P u b l i c ,  p r o v i n c i a l  o r  

n a t i o n a l  e n t i t i e s  
r e c e i v i n g  8 0 %  o f  t h e i r  
f u n d i n g  f r o m  p a r l i a m e n t

• E x e m p t  m u n i c i p a l i t i e s

E x e m p t  E m p l o y e e s

• E m p l o y e e s  e m p l o y e d  
u n d e r  a  l e a r n e r s h i p  
a g r e e m e n t

• I n d e p e n d e n t  c o n t r a c t o r s

Refer to paragraph 13 of the case study document
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SDL ,  Components excluded

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

T h e  S D L  C o n t r i b u t i o n  i s  c a l c u l a t e d  o n  t h e  B a l a n c e  o f  
r e m u n e r a t i o n  a s  d e f i n e d  i n  t h e  f o u r t h  s c h e d u l e  t o  t h e  
I n c o m e  T a x  A c t ,  w i t h  t h e  f o l l o w i n g  e x c l u s i o n s .
• Pensions, superannuation allowances or retirement allowances
• Annuities
• Payments for relinquishment , termination or loss of office or 

employment 
• Lumpsum payments.
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Calculation of Levies
Taxable Earnings
+  Taxable Fringe Benefits
- Tax Deductible Deductions
=  Leviable Amount (Net Remuneration)

Leviable Amount x 1% Balance of Remuneration

Payment of Levies
Payable by the employer
Paid to SARS – EMP201 Return
Before the 7th of the next month
SDL

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n
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SDL Calculation Case Study 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Puleng is an employee in the company his Payslip is shown below. Please use his payslip to calculate his SDL 
amount payable by the company. 
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T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Grants

Mandatory Grants – 20%

• Workplace Skills Plan, and

• Workplace Skills Plan 

Implementation

Discretionary Grants –
80% Pivotal and 20% 

Discretionary

• Learnerships
• Unit-standards 

based/assessments
• Progress reports
• Pivotal training plan and 

report
• Plan and implement 

training



73Skills Development 
Levies 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

The Company During the year you can claim for:

The Company’s SETA Remaining surplus of 
Discretionary Grants 

paid to NSF

Back from successful claims
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10,5% of the levy for 
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SARS
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B R E A K  S E C T I O N
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Unemployment Insurance Fund Act  (UIA) & 
Unemployment Insurance Contributions Act  

(UICA)

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n
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Unemployment Insurance Act
T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

• Purpose
• To provide short-term relief for employees 

who become unemployed or unemployable 
due to
• Illness
• Retrenchment
• End of contract
• Adoption and maternity leave

• For the dependents of a deceased employee
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Employ
er

Employ
ee

Unemployment Insurance

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Any person 
paying 
remuneration 
to an employee

Any natural 
person who 
receives 
remuneration

vs
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Excluded Employees

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

The President, 
Deputy 

President, a 
Minister, a 

Deputy Minister

A 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

Any member of 
a municipal 

council, a 
traditional 

leader
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T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

UIF Limit

Annual Limit 
R212 544.00

Monthly Limit  
R17 712.00
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T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Calculation of Contributions

Taxable Earnings (excl. Lump sum, Commission, Restrain of Trade)
+  Taxable Fringe Benefits

=  Leviable Amount (Gross Remuneration)

Leviable Amount x 1% for both employer and employee

Apply UIF Limit to Leviable Amount

UIF is an employee deduction as well as a company contribution
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T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

UIF Calculation Case Study 
Mark is an employee in the company, his Payslip is shown below. Please use his payslip to 

calculate the UIF amount ( Travel  Allowance 80% Taxable)
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UIF Calculation Case Study 

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Taxable Earnings 
Salary R20 000

+ Overtime 1.5 R865,25

+
Travel Allowance ( 80% taxable 
Portion)

R800

+ Cell phone  Allowance R500
+ Fringe Benefits 

Medical Aid R1 430,50
= UIF Remuneration R23,595,75

UIF Remuneration X 1% R23595,75 *1%
R235,95

The amount used in the calculation of UIF Contribution Must not exceed the monthly UIF 
Limit of R 14 872,00
Employer Contribution R148,72
Employee Contribution R148,72
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T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

UIF Claims 

Companies SARS

UIF CommissionerEmployee

Company’s pay 2%

Employee claim from UIF Commissioner Sliding 
Scale

minimum of 38% and Maximum 60%

100% UIF paid to

Department of labor 
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Payment of Contributions

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Payable 
by 

employer

Before the 
7th of the 

next 
month

Paid to 
SARS –
EMP201 
Return
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T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

The UIF Commissioner needs the return of employee 

details by the 7th of the following month.

• UI19 Return

• Fax, or

• E-mail declarations@uif.gov.za

Return of Employee Details
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T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

UIF Monthly Declaration – UI19
▪ Employers need to submit a 

monthly UIF declaration (also 
known as a UI-19 Form) to the 
Department of Labor. 

▪ This document contains 
information relating to UIF 
contributions (employer and 
employee) in respect of each 
employee, as well as their 
employment status and non-
contribution reason, if applicable.

▪ Completion and Submission by 
the 7th of each month



87Occupational Injuries 
and 

Diseases Act

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n
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T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Occupational Injuries and Diseases 
Act
• Purpose:

• When an employee meets with an accident or contracts 

an occupational disease that results in his disablement or 

death, such an employee or his dependents will be 

entitled to the benefits provided for in this Act
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Included Employees
T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Employee 
under 

learnership or 
apprenticeshi

p

Casual/
temporary 
employee

Director or 
member of a 

closed 
corporation
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T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Excluded Employees

Person employed by the 
State to perform military 

service

Person who contracts for the 
carrying out of work and 

engages someone else to 
perform such work

Domestic worker employed 
in a private household

Member of the permanent 
force or the SANDF
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T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

- 2019/2020 Return of Earnings due on the 31st May 2020
- Commissioner assesses the employer based on information on the return
- Return – Online submission

Assessment
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OID Limit

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

2 0 1 9 / 2 0 2 0 2 0 2 0 / 2 0 2 1

OID l imit  is
R458 520.00

OID l imit  is  
R484 200.00
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Included Earnings

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

R e g u l a r  
o v e r t i m e

B o n u s  o f  
a n y  k i n d

C o m m i s s i o n

C a s h  v a l u e  
o f  f o o d  a n d  

q u a r t e r s

T a n g i b l e  
f r i n g e  

b e n e f i t s

T r a v e l  
a l l o w a n c e

-All package components 
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Excluded Earnings
T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

R e i m b u r s e m e n t s

O c c a s i o n a l  
o v e r t i m e

P a y m e n t s  f o r  
s p e c i f i c  n o n -

r e c u r r i n g  
t a s k s

E x - g r a t i a  
p a y m e n t s

I n t a n g i b l e  
f r i n g e  

b e n e f i t s

S u b s i s t e n c
e  a n d  

R e i m b u r s i v
e  t r a v e l
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Reporting

T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

Report  an accident 
within 7  days and 

claim within 12  
months after  

report ing

Report  a disease 
within 14 days 

and claim within 
12  months after  

report ing



96Return of Earnings (W.As.8 return)
T h e  P a y r o l l  A d m i n i s t r a t i o n  a n d L e g i s l a t i o n

• The employer must submit 
the Return of Earnings 
(W.As.8 return) before 31 
March every year and 
provide the Compensation 
Commissioner with the 
amount of earnings paid by 
the employer to his 
employees for the period
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THANKS FOR LISTENING
WE’LL BE ANSWERING QUESTIONS NOW


