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Tax Alert: Changes to UIF
Background

The Unemployment Insurance Fund (UIF) gives short-term relief to workers when they become unemployed or are
unable to work because of maternity, adoption leave, or illness. It also provides relief to the dependents of a deceased
contributor. 

There are two separate acts, which govern the contributions to UIF and the benefits afforded to those contributors:
·  The Unemployment Insurance Contributions, Act No. 4 of 2002 (UIC Act) governs who must contribute.
· The Unemployment Insurance Act, No. 63 of 2001 (UI Act) governs inter alia who can claim, and what benefits

they are entitled to.

Generally a person who is required to contribute in terms of the UIC Act would also be able to claim certain benefits
under the UI Act. Therefore, when a class of persons becomes liable to contribute, they theoretically should have a right
to claim.  It is critical that both acts be updated simultaneously to reflect this position.

Contributions

With effect from 1 March 2018, the Taxation Laws Amendment Act, No. 17 of 2017 deleted some of the exclusion clauses
in section 4 of the UIC Act.  Section 4 excludes certain categories of individuals from having to contribute to the UIF. 

The categories that have been deleted are:
·  Learners employed in terms of section 18(2) of the Skills Development Act, No. 9 of 1999 (SDL Act).
· Employees who intend to repatriate (return to their country of origin) at the end of their working period in South

Africa (expatriate employees).

What this means is that employers who have learners that fall within section 18(2) of the SDL Act and expatriate
employees, who are to repatriate to their home country at the end of their assignment will need to amend their payrolls
effective 1 March 2018 to include contributions to UIF for these individuals. 

The abovementioned individuals and their employers will now need to contribute 1% of the remuneration paid by the
employer to the employee.  The employer therefore must pay over a total contribution of 2% (1% contributed by the
employee and 1% contributed by the employer).  The contribution is capped at a maximum of R148.72 per month for
employees earning R14 872 per month or more.

Benefit claims

The Unemployment Insurance Amendment Act, No. 10 of 2016 (UIAA) was published in the Government Gazette (GG)
on 19 January 2017. The amendments provide that learners and expatriate employees will also be able to claim
unemployment insurance (to the extent that they contribute).
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Whilst the President has assented to the amendments of the UI Act, such publication was only for general information
purposes, and the commencement date of the UIAA has not yet been promulgated.  As a result the amendments
contained in the UIAA are not yet effective, resulting in a mismatch between who must contribute and who can claim
unemployment insurance benefits.

Analysis

The table below summarises the current legal position:

Liable to make
contributions

Eligible to claim
benefits

Learners employed in terms of section 18(2) of the Skills
Development Act. 

Yes No

Employees who intend to repatriate (return to their country of
origin) at the end of their working period in South Africa.

Yes No

Until a commencement date of the UI Act has been published, there will continue to be a mismatch for learners and
expatriate employees who are now required to contribute, but legally cannot claim in the event that they become
unemployed. 

What one could do is approach the Department of Labour and see if, in practice, they may allow a claim on the basis that
the person has in fact contributed to the UIF.  In addition, it is worth engaging with affected employees so that they
understand that there will now be a small additional deduction from their take-home pay.

Miscellaneous

For the sake of interest we note that other than the amendments to include learners and expatriate employees in the net,
the UIAA also contains changes to the calculation of benefits, and in particular to the right to maternity benefits, right to
dependent’s benefits, and the right to illness benefits. These changes will also only become effective once the effective
date of the UIAA has been announced. 
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