
PAYE, SDL and UIF 

Since we began discussing the very unpopular topic of small business tax, we have touched on 

income tax, provisional tax and VAT. The only relevant remaining tax types are PAYE, SDL and UIF. 

These three are not as recognised as business income tax and VAT probably for the fact that they 

concern themselves more with the employee and not the employer, though the employer is the 

administrator.   

PAYE 

Pay As You Earn is the method in which government collects tax from the employed people of the 

country and as the name suggests, the employee pays tax in accordance to her earnings. To do this 

the government set up a system in which the employer withholds a portion of the employee’s salary 

as tax and thereafter hands it over to SARS. The government saw it better that the employee not be 

given the responsibility of paying tax by herself and for obvious reasons. SARS has enough difficulty 

collecting tax from businesses, how much more if the choice to pay tax was left to each employed 

individual?  

SDL 

Skills Development Levy was an initiative by the government to attempt to develop and increase the 

skill level of the work force of the country. Skills development costs money, so the government 

decided to tax businesses to foot the bill, because in their minds, they thought employers will 

benefit the most from better skilled employees. Either way, according to SARS, a business that 

expects total salaries to be more than R500 000 over the next 12 months, is liable to pay SDL. The 

levy or contribution is 1% of total salaries paid over 12months. The 1% is paid by the business and 

not deducted from employee salaries. Therefore, unlike PAYE, SDL is an expense to the business. 

UIF 

Government set up the Unemployment Insurance Fund to assist employees whenever they got 

retrenched or let go for whatever reason. It is an interim solution that gives a cushion of money on a 

periodic basis, paid to the employee by the fund until she finds another job. This tax is imposed on 

both the employee and the employer with both parties contributing 1% of the employee’s salary. 

UIF is an interesting tax because it benefits the employee during her period of unemployment but 

the employer is mandated to contribute to her post employment with the business. Government 

should also set up an Out Of Business Fund for entrepreneurs, truthfully speaking, who looks out for 

them when their businesses go bust? 

A business must be PAYE, UIF and SDL registered to be able to collect employee tax and registration 

is done through SARS although UIF can be registered through the Department of Labour. PAYE, UIF 

and SDL submissions are on a monthly basis and must be done by the 7th day of the new month 

otherwise interest and penalties ensue. 
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