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1 PURPOSE

o This guide in its design, development, implementation and review phases is guided and
underpinned by the SARS values, code of conduct and the applicable legislation. Should
any aspect of this guide be in conflict with the applicable legislation the legislation will take
precedence.

o The purpose of this document is to assist employers with their reconciliation submission to
fulfil their tax responsibilities and to ensure a smooth Employer Reconciliation period
(interim and annual).

2 INTRODUCTION

. The Income Tax Act No. 58 of 1962, states inter alia that employers are required to:
o Deduct the correct amount of tax from employees,
o Pay this amount to SARS monthly,
o Reconcile these deductions and payments during the annual and the interim
reconciliation, and
o Issue tax certificates to employees.
. In order to comply with the Income Tax Act, employers must submit their Monthly Employer

Declarations (EMP201s) to SARS. The EMP201 is an employer payment declaration that
requires employers to indicate the total payment made and gives a breakdown of PAYE,
SDL and UIF payment allocations as well as the Employment Tax Incentive amounts if
applicable for the period.

. During the Employer Reconciliation process, employers are required to submit an EMP501
declaration which reconciles the taxes collected from employees with the monies paid to
SARS and the total tax value of employees’ income tax certificates, for the respective
period.

. SARS modernization objective is to simplifying tax processes and align them with
international best practice. One such recently modernized tax process is the reconciliation
process. The reconciliation process has been updated to allow the employer to rectify their
total payment declaration via the EMP501, rather than historically via the EMP201. This
enables the employer to view and rectify holistically the total value of the tax certificates
issued, their total declared liability and the total payments to SARS for the affected periods.
Furthermore there are additional updates to increase the effectiveness of the process which
ultimately forms part of SARS’ long-term vision to have a more accurate reconciliation
process.

) The employer in partnering with SARS plays a critical coalition which works towards
adherence and compliance of tax principles and laws. This guide will assist the employer in
their reconciliation submissions by demonstrating, step by step, how to complete and
submit the EMP501 form via various channels so as to have a smooth Employer
Reconciliation period (interim and annual).

. For further information visit the SARS website on www.sars.gov.za or call the SARS
Contact Centre on 0800 00 7277 or visit a SARS branch nearest you.

EXTERNAL GUIDE

A STEP-BY-STEP GUIDE TO THE
EMPLOYER RECONCILIATION PROCESS
EMP-GEN-02-G01

REVISION: 8 Page 4 of 48






. It is important to note the following:

o The submission of EMP501 forms via post or by placing it in the drop box at a SARS
branch will no longer be accepted.

o From the 2009 transaction year and onwards, adjustments to reconciliation
submissions must be made by sending a revised EMP501.
o SARS will only accept EMP701 declarations for adjustments made to reconciliation

submissions for 1999 — 2008 where an EMP501 was not received for that transaction
year. This must be sent via e@syFile™ Employer or at a SARS branch.

3.2 WHAT IS THE RECONCILLIATION PROCESS?

. Reconciliation involves the matching of all tax due (liabilities) with all tax paid and checking
these against the total value of all tax certificates issued. These three (3) amounts should
all be equal. The reconciliation process only relates to the tax paid and not additional tax,
penalties or interest.

3.3 HOW TO RECONCILE?
STEP 1

) Before completing the EMP501 (for interim and annual submission), determine the total
income of each employee for that year and recalculate the tax based on that amount.
IRP5/IT3(a) certificates should reflect the income, deductions and tax as calculated at this

point.

STEP 2

) If the recalculated liability according to the tax certificates is different to the EMP201s
previously declared, it will need to be determined in which month(s) these differences
occurred.

STEP 3

. The demographic information such as the Business Information and Contact Details

sections on the form will be pre-populated. If the pre-populated information is incorrect, the
employer is advised to visit the SARS branch to update the incorrect details.

STEP 4

. Ensure that the question is answered that relates to the reconciliation including ETI or not.
By answering ‘Yes’' to the question, the Employment Tax Incentive containers will be
populated on the EMP501 form to completed in full.

STEP 5

. All the monthly liabilities will be pre-populated on the EMP501 using information which is
obtained from the EMP201’s submissions made to SARS by the employer. These include
all financials for PAYE, SDL and UIF. The employer must verify the amount declared on the
EMP501 with the payments made and the amount on the EMP201.

STEP 6
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The total monthly payments made in respect of PAYE, SDL and UIF (excluding payments
made in respect of interest and additional tax) will be auto-calculated on the form. These
reflect the actual payments made to SARS throughout the year.

STEP 7

3.4

3.5

4

When settling any shortfall reflected on the reconciliation, the payment must be allocated to
the period(s) in which the shortfall occurred. If the relevant period cannot be determined,
the payment should be allocated to the last active period within the transaction, which is
August (interim) and February (annual).

CORRECTING YOUR LIABILITIES OR PAYMENT SUBMISSION

Corrections to liabilities amounts or payments made to SARS must be made on the
EMP501. If any of the three amounts of the total value of all tax certificates issued are not
equal; the correction must be done on the EMP501, and the revised EMP501 must
correspond to the relevant EMP201 periods.

Note:

o An agreed estimate or a declaration submitted as part of Voluntary Disclosure
Programme (VDP) cannot be changed by the employer.

o The employer should keep the correct certificates or EMP201 and relevant

documentation for audit purposes.
ISSUES WHICH MAY ARISE

Where you had a credit due that was used in settling a liability this year, you should add this
to the payment field for that particular month when finalising your reconciliation.

The following are the most common instances where the recalculated (actual) monthly
liabilities could differ from the original declared liability amount on the EMP201s:

o A delay in implementing the correct tax tables. This may have resulted in an
over/under-deduction of tax in the months prior to the tax tables being introduced. As
long as the adjustments are made in the month following the tax tables being made
available, the original EMP201 amounts need not be revised.

o When performing your final tax liability calculation for employees, difference could
arise as a result of fluctuations in monthly remuneration. Where this has occurred,
the differences must be reflected in the relevant month (e.g. in the month that a
person resigns or end of the tax year).

@ When an employer spreads an employees’ tax on their 13th cheque over a tax year
and the employee resigns before the bonus is due, there might be an over/under-
deduction.

= Any administrative timing difference in updating your payroll records (e.g. resignation

or death of an employee which is only updated after running the payroll, resulting in
an over-payment to SARS).

o If you change any data in respect of any reconciliation that has already been
submitted to SARS, the certificate(s) can be amended and the EMP501 adjusted
accordingly. The revised EMP501, and any revised certificates, must then be
submitted to SARS.

COMPLETING THE EMP501
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VSMS Employer Reconciliation Declaration u

Does the Reconciliation include ETI? ¥ [N [ ]

Business Information BINFMI1
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Year [CCYY)
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Tax Practitioner Details (if applicable)
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Contact Details

Reason for Over / Understatement of Declaration

Reason

Payroll Systems Details Declaration
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. This section describes the steps to be followed when completing the EMP501 declaration
when preparing the certificates manually to be submitted at a SARS branch, on eFiling or
via e@syFile™ Employer.

. When submitting the certificates via eFiling, some fields will be prepopulated and auto
calculated.

LTy LT TTT] &% CTTTTT [ [TTTTTTTT]
IEEEEEEEEEEEEEEEEEEEEEE | [TTTTTTTT]

Far anguiries 0o to www.sars gov.2a of call 0800 00 SARS (7277)
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41 STEP 1: HEADER DETAILS

Y/SA:RS Employer Reconciliation Declaration | gypsoq

Does the Reconciliation include ETI? Y D ND

o Does the Reconciliation include ETI?
o If the employer selects yes, the ETI container will form part of the EMP501 to be
completed.
o If the employer selects no, the ETI container will NOT form part of the EMP501 to be
completed.

4.2 STEP 2: BUSINESS INFORMATION DETAILS
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Business Information
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Year (CCYY) ef No. RefNo.
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. The following information will be pre-populated on the form:
o Transaction Year: This is an internal term representing the year to which the
EMP50L1 refers.
8 Period of Reconciliation: This value is the transaction year followed by the period
of the reconciliation. Example: if the reconciliation is for the period ending February
2017, then 201702 will be displayed or if the reconciliation is for the period ending
August 2017, then 201708 will be displayed.
o PAYE Ref No.
o SDL Ref No.
o UIF Ref No.
o Trading or Other Name:
o SIC Code: Complete the SIC Code. The Standard Industrial Classification codes

(SIC Codes), are an internationally accepted set of codes for the standard
classification of all economic activities. These codes are prescribed by the
Department of International Economic and Social Affairs of the United Nations.

@ SEZ Code: Complete the SEZ Code. SEZ means Special Economic Zone and is
designated by the Minister of Trade and Industry. It is an economic development tool
to promote economic growth and export by using support measures in order to attract
targeted foreign and domestic investments and technology.

4.3 STEP 3: TAX PRACTITIONER DETAILS IF APPLICABLE

Regoratonto. | | [ [ [ T [T T 1] v, [T T T T T T T T T T T T T T
. Registration No: Complete the tax practitioner’s registration number.
. Tel No: Complete the tax practitioner’s telephone number.
o Note: For the Tel No field, please only use numeral without any spaces in between. If

you are entering a landline number, ensure that the area code is completed. You
must complete either the Bus Tel No or Cell No field.

. This section is optional.

4.4 STEP 4: CONTACT DETAILS OF THE REPRESENTATIVE DETAILS
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|

[TTTTTTTTTTT]
e LTI TT]

o Busheag
Bus Tel Mo Fax o,

el M.

Pealfon held |
B

[TTTTTTTTTTTTITT T
[ TTTTTT T T
HEEEEEEEEEEEEEEN
(INNEENENENEEEEEE.
[TTTTTITTTTIIT]]

s [ JITTITIITTTITTT] [[TTTTIITTTITITITITT]

. First Names: Complete the representative’s first name.

. Surname: Complete the representative’s surname.
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o Position held at the Business: Complete the position you hold at the business.

. Bus Tel No: This is an optional field.
. Fax No.: This is an optional field.
. Cell No.: This is an optional field.
8 Note: You must complete at least one of the Bus Tel No, Fax No or Cell No field.
. Contact email: This is an optional field.

4.5 STEP5: THE REASON FOR OVER/UNDERSTATEMENT OF DECLARATION DETAILS

Reason for Over / Understatement of Declaration

Reason

) Where applicable, state the reason for the over/understatement of the declaration.

. This is not a mandatory field.

46 STEP 6: PAYROLL SYSTEMS DETAILS

Payroll Systems Details

Payroll System | |
Other specify
. Payroll system: Complete the payroll system details by selecting the system used on the
dropdown list.
. Other specify: If you have selected “other” on the drop down, then this field will be editable

and you must specify the payroll system.

4.7 STEP 7. DECLARATION

Declaration

| hereby declare that
# This reconciliation is true and correct and that all tax, levies and contributions required to be deducted has
been declared and all payments declared have been made. | hereby accept liability for any differences due.

Please ensure you sign over
| the 2 lines of "X’z above

Date (CCYYMMDD) IR EEE

For enguinies go fo www_sars.gov.za or call 0800 00 SARS (7277)

. Sign over the 2 lines of X’s and date the declaration.

4.8 STEP 8: EMPLOYMENT TAX INCENTIVE (ETI) DETAILS
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Employment Tax Incentive (ETI)

Tewtn L1 L) e [ [ [T T I T T I T T (T I T T T[T LT T T T
Do you deciare that the legal enfity claiming the Employment Tax Incentive on this deciaraion does not have any outstanding declarations, andlor debt with SARS? YD ND SIC Gode \ \ \ \ \ | sgz:;m\ \ \ \
. The following information will be pre-populated on the form:

s Transaction Year

s Period of Reconciliation

s PAYE Ref No.

o SDL Ref No.

o UIF Ref No.

8 Do you declare that the legal entity claiming the Employment Tax Incentive on this
declaration does not have any outstanding returns or, and debt with SARS?

o If the question relating to the reconciliation includes ETI is indicated as “Yes”,
this declaration is mandatory to answer.

o If the question relating to the reconciliation includes ETI is indicated as “No”,
the ETI fields will not be displayed.

@ SIC Code: The Standard Industrial Classification codes (SIC Codes), are an
internationally accepted set of codes for the standard classification of all economic
activities. These codes are prescribed by the Department of International Economic
and Social Affairs of the United Nations.

o SEZ Code: SEZ means Special Economic Zone and is designated by the Minister of
Trade and Industry. It is an economic development tool to promote economic growth
and export by using support measures in order to attract targeted foreign and
domestic investments and technology.

o Note: These codes are prepopulated from the codes that were captured on the
Step 2 - Business information (first page of EMP501).
49 STEP 9: ETI BROUGHT FORWARD, ETI CALCULATED, PAYE LIABILITY, ETI

UTILISED AND PAYE PAYABLE (EXCLUDING PENALTIES, INTEREST AND ADD TAX)

Employment Tax Incentive (ETI)

restaras ] ] [T 1) &% (LTI T LT T [0 8 [T T T T T TT T Tl e (LTI I I I7)

Do you dedlare that the legal entty ciaiming the Employment Tax Incertve on this declaration does not have any outstanding deciaratons, andlor debt with SARS? Y D N D SIC Gode ‘ ‘ ‘ ‘ ‘ ‘ SEZ Code ‘ ‘ ‘ ‘

Total
(2nd
Period)

ETl not
- O O Y I

\ \
\ \
\ [
\ \
\ [
\ \
\ \

ETI Brought Forward: Calculated as the Brought forward amount of the previous month
plus the ETI Calculated of the previous month less the ETI Utilised of the previous month.
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Note:

ETI Calculated: Complete the calculated ETI for the ETI based on the ETI Act.

PAYE Liability: This field will be pre-populated.

ETI Utilised: Complete the ETI utilised amount for each month.

These fields are a summary of the monthly liabilities for ETI Brought Forward, ETI
Calculated, PAYE Liability, and ETI Utilised as recalculated during the reconciliation

process.

o All these fields are numeric and cents must be omitted or rounded off to the
nearest rand.

o A zero liability should be indicated using “0”.

o The totals may be for a six (6) months or twelve (12) month period, for the
interim and annual reconciliations respectively.

o The ETI amount cannot be increased on the EMP501. If ETI was over claimed
for a period the user will be allowed to reduce the ETI amount for that specific
month
. Note: Where an ETI amount was not claimed for a specific month or the

amount claimed was lower than the qualifying amount, the employer can
claim the shortfall on the EMP201 return for the month during which the
error was realised, provided that the month falls within the same
reconciliation period.

PAYE Payable (excluding Penalties, Interest and Add tax): This is the amount
calculated as the PAYE liability of the current month less the ETI Utilised. The field will be
auto-calculated.

Total (1 ETI Period): This field will be auto-calculated by adding up all values entered
under each of the respective columns.

o o o o

ETI Calculated: March to August
PAYE Liability: March to August
ETI Utilised: March to August

PAYE Payable: March to August

Total (2nd ETI Period): This field will be auto-calculated by adding up all values entered
under each of the respective columns.

o o o o

ETI Calculated: September to February
PAYE Liability: September to February
ETI Utilised: September to February

PAYE Payable: September to February

ETI not Utilised (half year): ETI Brought forward for August plus ETI calculated for August
less the ETI Utilised for August for the half-yearly reconciliation period.

ETI not Utilised (full year): ETI Brought forward for February plus ETI calculated for
February less ETI Utilised for February for the full-yearly reconciliation period.

410 STEP 10: FINANCIAL PARTICULARS
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. The header details for the Financial Particulars:

. The following information will be pre-populated on the form:
@ Transaction Year
@ Period of Reconciliation

o PAYE Ref No.
o SDL Ref No.
o UIF Ref No.

411 STEP 11: PAYE, SDL UIF AND PAYMENTS DETAILS
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