How many companies know that the Skill Development Levy is 6.3% of Payroll, and not only 1%?
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If you own or work in a company which can operate in a vacuum and is never asked for your BBBEE Certificate, then you are required only to spend 1% of Payroll on Skills Development. Your mechanism for payment is registration with SARS to pay a Skills Levy to one of 21 Sector Education and Training Authorities (SETA’s).

However, if you live in a world of import, manufacturing, distribution and supply to other businesses, then you require a BBBEE Verification and will invariably be asked for a BBBEE Certificate, before another company agrees to do business with you, or agrees to continue doing business with you.

If you require a BBBEE Certificate, then the amount you are required to spend on Skills Development, is not 1% of Payroll, but in-fact is 6.3% of Payroll.

That 6.3% of payroll must be spent on the following 3 categories. 

1. 3.5% of payroll must be spent on the Skills Development of your existing or future workforce in the following possible ways:
a. Bursaries for your Employee’s
b. Internships
c. Learnerships
d. Apprenticeships
e. Non-accredited structured workplace training
f. Structured Informal workplace training – Continuous Professional Development
g. General Informal workplace training 
2. 2.5% of payroll spent on Bursaries at Higher Education Institutions for Black (Black, Indian & Coloured) students who can be part of your workforce or unrelated to your workforce, over-and-above 1.a. above. This is the requirement for Employers to fund the Governments FEES MUST FALL political agenda. Employers do however have the freedom of turning it to the companies advantage and elevating entry-level requirements to University Qualifications, at existing pay rates, where practical. 
3. 0.3% of payroll spent on anything specified in 1&2 above, for Employee’s with a Notifiable physical, or hidden disability. 

It should be noted that the legislated 1% of Payroll to be paid as a Skills Levy, is included in the overall 6.3% of Payroll Target for BBBEE Verification under Element 3, namely that of Skills Development. 

Companies which require BBBEE Verification must be aware that there are 25 out of 118 possible Scorecard Points riding on your successfully completing the Skills Development Element and that should you achieve less than 40% of your target in any of 1/2/3 above, you will be penalized one BBBEE Level. 

What fascinates me, however, is how little understanding there is amongst Bookkeepers and Accountants and HR Practitioners of how the Employment Tax Incentive (ETI) works. In 2017, after 5 years of the ETI having been implemented by SARS, the President extended the scheme for 10 years because of its immense success across multiple Sectors. 

A company is able to use the full amount of monthly PAYE at its disposal, determined by the monthly EMP Returns, for its employed workforce, under the age of 29, earning less than R6500 a month. 

That means that if a company has 200 employees who satisfy these criteria and are already employed, and has a PAYE bill, in-excess of R200 000 a month, that entire amount can be used to offset its Skills Bill where those 200 employees are in-training e.g. as Induction or Minimum Qualifications Training. In essence whatever it costs to train and to pay the employee while in-training can be offset at the rate of R1000 a month (thanks to the ETI Deduction). The Salary or Wage paid to the Employee is also taken into account for the Training Period, as Skills Development expenditure.

In a nutshell what is achieved by the effective use of ETI is the proper utilization of ETI to offset some of the 6.3% of Payroll, Skills Development costs for the company to earn the 25 Scorecard points for Element 3 of the Scorecard. 

SAPMA offers a free consultation service on the effective and legitimate inclusion of ETI into your BBBEE Strategy towards Verification. Email me on ivorb@arkkonsult.com for more information in this regard. 

    


