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1. Introduct ion



Personal Services Providers

2.



2. Personal Service Providers (cont inue)



“personal service provider” means any company or trust, where any service rendered on behalf of such 
company or trust to a client of such company or trust is rendered personally by any person who is a connected 
person in relation to such company or trust, and—

(a) such person would be regarded as an employee of such client if such service was rendered by such person 
directly to such client, other than on behalf of such company or trust; or

(b) where those duties must be performed mainly at the premises of the client, such person or such company 
or trust is subject to the control or supervision of such client as to the manner in which the duties are 
performed or are to be performed in rendering such service; or

(c) where more than 80 per cent of the income of such company or trust during the year of assessment, from 
services rendered, consists of or is likely to consist of amounts received directly or indirectly from any one 
client of such company or trust, or any associated institution as defined in the Seventh Schedule to this 
Act, in relation to such client,

except where such company or trust throughout the year of assessment employs three or more full-time 
employees who are on a full-time basis engaged in the business of such company or trust of rendering any such 
service, other than any employee who is a holder of a share in the company or settlor or beneficiary of the trust 
or is a connected person in relation to such person;

2.Personal Service Providers

D e f i n i t i o n s
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• Specifically excluded from the definition of “remuneration” is “any amount paid or payable in respect of 

services rendered or to be rendered by any person (other than a person who is not a resident or an 

employee contemplated in paragraph … (e) of the definition of “employee”) in the course of any trade 

carried on by him independently of the person by whom such amount is paid or payable and of the person 

to whom such services have been or are to be rendered.” (Emphasis added)

• We highlight however that a personal services provider is included in the definition of “employee” by virtue 

of par (e) of the definition of “employee”. The highlighted area in the above definition clearly excludes 

personal services providers from the “independent services” exclusion.

• This means that even if the company supplier is rendering services independently from COMPANY, that 

the fee will not necessarily be exempted from the deduction of PAYE.

2. Personal Service Providers (cont inue)

Independent  Serv ices

https://sars.mylexisnexis.co.za/Content/Content?navigationString=%7b%22DomainId%22:%22xq9kf%22,%22DomainPath%22:%22zb/jilc/kilc/alrg/ulrg/0ds6c/xq9kf%22,%22ZoneId%22:7%7d&tokenString=%7b%22TokenID%22:%22e46318f4-2092-4d2a-8c98-3dd42260eaf9%22,%22SubscriberID%22:%222601318%22,%22DeviceID%22:%22df3e3ae0-5cd9-4017-8cef-ee7b17897b8b%22%7d#g1m0u
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2. Personal Service Providers (cont inue)

What  happens i f  the  company is  a  PSP?



2. Personal Service Providers (cont inue)

Value Added Tax



2. Personal Service Providers (cont inue)

Par  2 .2  of  the  VAT 404 Guide  issued by SARS

https://sars.mylexisnexis.co.za/Content/Content?navigationString=%7b%22DomainId%22:%22tabj%22,%22DomainPath%22:%22zb/jilc/kilc/artg/drtg/ertg/tabj%22,%22ZoneId%22:7%7d&tokenString=%7b%22TokenID%22:%22d537806b-f18e-4881-8c91-1f84fb80cfd6%22,%22SubscriberID%22:%222601318%22,%22DeviceID%22:%22df3e3ae0-5cd9-4017-8cef-ee7b17897b8b%22%7d#g7l


2. Personal Service Providers (cont inue)

Conclusion



• The legislation governing PSP’s is designed as an anti-avoidance legislation to prevent persons 

from contracting via companies in order to avoid the payment of PAYE.

• It is in our opinion not worthwhile being classified as a PSP due to the limitation of deductions 

in Section 23K

• Being classified as a PSP does not absolve the company from being registered for VAT 

purposes.

2. Personal Service Providers (cont inue)

Conclus ion
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2. Personal Service Providers (cont inue)

https://sars.mylexisnexis.co.za/Content/Content?navigationString=%7b%22DomainId%22:%22xq9kf%22,%22DomainPath%22:%22zb/jilc/kilc/alrg/ulrg/0ds6c/xq9kf%22,%22ZoneId%22:7%7d&tokenString=%7b%22TokenID%22:%22d537806b-f18e-4881-8c91-1f84fb80cfd6%22,%22SubscriberID%22:%222601318%22,%22DeviceID%22:%22df3e3ae0-5cd9-4017-8cef-ee7b17897b8b%22%7d#g1m2b
https://sars.mylexisnexis.co.za/Content/Content?navigationString=%7b%22DomainId%22:%22xq9kf%22,%22DomainPath%22:%22zb/jilc/kilc/alrg/ulrg/0ds6c/xq9kf%22,%22ZoneId%22:7%7d&tokenString=%7b%22TokenID%22:%22d537806b-f18e-4881-8c91-1f84fb80cfd6%22,%22SubscriberID%22:%222601318%22,%22DeviceID%22:%22df3e3ae0-5cd9-4017-8cef-ee7b17897b8b%22%7d#g1m3b


2. Personal Service Providers (cont inue)



Independent Contractors

3.



3. Independent Contractors (cont inue)



Labour Brokers [paragraph 2(5) of the Fourth Schedule] 

• Remuneration paid to any labour broker who is not in possession 

of an exemption certificate (IRP30), is subject to employees’ tax. 

• This is an anti-avoidance measure and must be applied strictly. The 

exemption certificate will be issued only if the labour broker carries 

on an independent business and if certain other requirements have 

been met. 

• The common law tests (dominant impression tests) are used to 

determine whether a labour broker is carrying on an independent 

business. 

• An independent business can, in general terms, be described as 

one that is an entrepreneurial enterprise, enjoying such a degree 

of independence that it can survive the termination of the 

relationship with its client. 

This presentation does 
not deal with “labour 
brokers” and the topic 

is not discussed any 
further

A labour broker excludes a 
company or trust and can 

therefore only be a natural 
person. If it is a company 
or trust – apply the PSP 

flowchart.

3. Independent Contractors (cont inue)

Extracts  f rom N17
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3. Independent Contractors (cont inue)

Extracts  f rom N17
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Value Added Tax
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4. Turnover Tax (cont inue)

https://www.sars.gov.za/types-of-tax/turnover-tax/quick-test-for-individuals-and-companies/
https://www.sars.gov.za/types-of-tax/turnover-tax/how-to-register/
https://www.sars.gov.za/contact-us/make-an-appointment/
https://www.sars.gov.za/contact-us/contact-sars-by-e-mail-fax-or-post/
https://www.sars.gov.za/types-of-tax/turnover-tax/
https://www.sars.gov.za/types-of-tax/turnover-tax/
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4. Turnover Tax (cont inue)

https://www.sars.gov.za/tt02-payment-advice-for-turnover-tax-external-form/
https://www.sars.gov.za/tt02-payment-advice-for-turnover-tax-external-form/
https://www.sars.gov.za/tt03-turnover-tax-return-external-form/
https://www.sars.gov.za/types-of-tax/turnover-tax/
https://www.sars.gov.za/types-of-tax/turnover-tax/


4. Turnover Tax (cont inue)
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4. Turnover Tax (cont inue)

https://www.sars.gov.za/lapd-tt-g01-tax-guide-for-micro-businesses/
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4. Turnover Tax (cont inue)
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