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IN A CALABASH

Introduction

In order to provide employees with a lifeline during times of unemployment
the government will pay an unemployed employee a portion of his or her
last-earned salary while that employee attempts to seek and gain
alternative employment, provided such employee has been registered with
the Department of Labour.
This financial assistance is known as unemployment insurance and is
claimed from a government agency known as the Unemployment Insurance
Fund.

Objectives of the Act

There are two Acts which apply and regulate the payment of unemployment insurance
contributions, namely the Unemployment Insurance Act (UIA) and the Unemployment
Insurance Contributions Act (UICA). The main objectives of these Acts are to establish
the Unemployment Insurance Fund (UIF), to collect unemployment levies and to pay out
claims to unemployed persons in the event of unemployment.

Application of the Acts and their implication to Tourism

Each employee must comply with the UICA and the UIA. Employees contribute to the
Fund.

Every employer must comply with the UICA and UIA. Compliance by an employer can
be delegated to the human resources or industrial relations department, payroll or
finance department or, in the case of a small business, the owner of the business or a
manager is responsible for compliance.



These Acts apply to all employers and employees, except
• an employee who has been employed by that employer for less than 24 hours a

month and his or her employer;
• employees under a learnership contract of employment in terms of the Skills

Development Act 97 of 1998 and their employers;
• employees in the national and provincial spheres of government who are officers or

employees as defined in the Public Service Act and their employers; and
• an employee and his or her employer when that employee is in the Republic for the

purpose of carrying out a contract of service, apprenticeship or learnership if, on the
termination of the contract, the employer is required by law, by the contract of
service, apprenticeship or learnership or by any other agreement or undertaking to
repatriate that person, or if that person is required to leave the Republic.

Summary of the provisions of the Acts

The UIF Fund will only pay unemployment benefits to employees who–
• have been retrenched or have resigned and who are unable to find work for a

defined period; and
• are unable to work due to illness, maternity or adoption.

The Unemployment Fund will also, under defined circumstances, pay amounts to family
members and dependants of anyone who is unemployed.

In summary, the two Acts have to be read together: the UICA provides for the payment
of contributions for the benefit of the Unemployment Fund and the UIF provides for the
establishment of the Unemployment Fund.

The UIF and UICA both outline the procedures for the collection of contributions and the
payment of the benefits.

Requirement to register

Employers are required to register all their employees with the Unemployment
Insurance Fund or compensation fund. The employer must inform its employees about
the UICA and the benefits afforded to the employee should the employee lose his or her
job or be booked off or take maternity leave.

Contributions

Every employer and employee to whom the UICA applies must, on a monthly basis,
contribute to the Unemployment Insurance Fund. The contributions are to be paid over
by the employer to either the Commissioner of Inland Revenue or the Unemployment
Insurance Fund, depending on whether the employer is registered under the Income
Tax Act or not.

The amount of the contribution payable by an employee must be one per cent of the
remuneration paid or payable to that employee by his or her employer during any month.
The amount of the contribution payable by an employer in respect of any one of its
employees must be equal to one per cent of the remuneration paid or payable by that
employer to that employee during any month.



It is important to note that the Minister of Finance may fix a maximum amount of
earnings on which contributions must be paid. No contributions are payable if the
employee earns more than the amount determined by the Minister, who must consult
with the Minister of Labour and the Unemployment Insurance Commissioner before
announcing the maximum monthly earnings on which contributions to the Unemploy-
ment Fund may be deducted by the employer and paid over to the Receiver of Revenue
or the Unemployment Insurance Fund. Currently, where an employee earns more than
R14 872,00 per month, ‘the determined amount’, the 2% will only be levied on the
determined amount.

Employers must on a monthly basis deduct or withhold the employees’ contributions,
which contribution currently stands at 2% of the employees’ remuneration or on the
value of R14 872,00 where the employee earns more than R14 872,00.

Where the remuneration of the employee is paid at intervals other than on a monthly
basis, the employer must deduct the amount of the employee’s contributions in a
manner that coincides with the intervals of payment of remuneration by the employer to
the employee. That could be once a week or daily in some cases. The contribution must
be deducted when the payment takes place. The employee will then receive the net
wage after the deduction of UIF.

When making a deduction, an employer may not–
• deduct amounts that are in excess of the amount of the contribution due by the

employee; or
• seek or receive a fee from the employee for or deduct arrear contributions from the

employee after the end of the financial year during which it was payable.

Where the employer fails to deduct the contribution, the employer or its directors are
personally liable for such contributions.

Compliance with both the UICA and the UIA is relatively easy:
• Every employer must register all its employees with the Unemployment Compensa-

tion Fund;
• The Employer must inform its employees about the UICA and the UIA and the

benefits afforded to the employee should the employee lose his or her job or be
booked off or take long-term sick or maternity leave;

• Every employer and employee to whom the UICA and the UIA apply, must contribute
to the Unemployment Insurance Fund on a monthly basis. The contributions
currently are 1% payable by the employer and 1% payable by the employee;

• The employer must keep a record of all deductions and payments made and submit
it to the Unemployment Commissioner on demand;

• The Employer must have a policy on registration for UIF benefits, to be housed
under human resources policies; and

• An employer must advise the employee that it will be making UIF deductions from
the employee’s salary under the employee’s contract of employment.



WHAT HAPPENS IF YOU DO NOT COMPLY?

Late payment interest and penalties
Where an employer fails to pay any levies on behalf of its employees, the
Unemployment Commissioner has the right to levy a late payment penalty
and interest, to be levied as per the prescribed rate.
A late payment penalty of 10% of the unpaid amount will be payable in
addition to interest charges when any UIF contribution is not paid on the
due date. The Unemployment Commissioner may, after considering the
circumstances of each specific case, remit the penalty or a portion thereof.
Where an employer fails to comply with the Acts including any attempt to
evade the payment of any contribution or to claim an undue refund from
the Unemployment Commissioner which is in excess of the amount
properly refundable to the employer, an additional penalty not exceeding
an amount that is equal to double the due amount of the contribution
which is outstanding or the amount not refundable may be imposed on the
employer.
Furthermore, where the employer fails to deduct any contribution, the
employer is liable for such contributions.
Where an amount of an employee’s contribution which has been deducted
or withheld by an employer which is a company other than a listed
company has not been paid over to the Commissioner, the representative
employer and every director and shareholder of that company who
controls or is regularly involved in the management of the company’s
overall financial affairs is held personally liable for the payment of that
amount to the Commissioner and for any penalty which may be imposed
in respect of that payment.

RECOMMENDED ACTIONS OR CONTROLS WHICH
SHOULD BE IMPLEMENTED BY THE TARGET AUDIENCE
TO ENSURE COMPLIANCE WITH THE ACTS

The following physical controls must be in place to demonstrate
compliance:
• Registration for UIF;
• Training;
• Contributions;
• Records; and
• Policies and procedures.



FURTHER INFORMATION

Regulator
The Acts are administered by the Commissioner who is part of the Department
of Labour.

Website
www.labour.gov.za



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


