
 
 

SARA Bulletin 

Understanding Your Payslip and IRP5 Codes 

Meet Thandi… she has recently joined a large reputable organisation. Thandi has been 

receiving her payslip each month and although she has not gone through it in detail, she is 

aware that her package is structured.  

The South African tax year has ended, and she has received her first IRP5. Thandi studies 

her IRP5 and last payslip in detail and has a number of questions: 

 

Let’s see how we can answer Thandi’s questions:  

What is considered taxable income?  

Taxable income is income received by an individual (it includes salary, commission, 

bonuses, allowances and even taxable benefits) less non-taxable deductions such as 

retirement contributions, UIF contributions, group life insurance and skills levy. If Thandi has 

income she receives outside of her formal employment such as rental income or investment 

income this is also considered taxable income.   

  



 
 

How is PAYE calculated? Do we all pay the same percentage as income tax?   

There are multiple income tax brackets and as your income increases, each additional Rand 

within that bracket is taxed at the rate of that bracket. This type of tax system where each 

higher income bracket is taxed at a higher rate is referred to as progressive tax system 

(higher earners are taxed more than lower earners). There is also a tax threshold which 

does not tax your first X amount of Rand below that threshold. 

For example: if you earn R150 000 per annum and the tax threshold is R80 000 then only 

R70 000 of your salary is liable for PAYE. If the R70 000 that is above the tax threshold 

crosses two tax brackets then the amount within each bracket is taxed at that rate. Let’s say 

that R80 001 – R130 000 is taxed at 20% and R130 001 – R230 000 is taxed at 25% then 

your PAYE tax burden is as follows: 

(R50 000 x 20%) + (R20 000 x 25%) 

= 

(R10 000) + (R5 000) 

= 

R15 000 

This is converted into your effective tax rate by dividing your total PAYE contribution by your 

salary 

R15 000 / R150 000 = 10% 

Why is there a section called deductions on my payslip?  

Deductions fall into two categories namely statutory (legally required) and non-statutory (not 

legally required). Statutory deductions include items such as UIF and the Skills Levy and are 

deducted by the company on your behalf and paid over to the relevant institutions. Non-

statutory deductions can be broken down into compulsory and elective deductions.  

A compulsory deduction is a deduction which the employer imposes on the employee as part 

of their remuneration policy. For example: company X may have a mandatory retirement 

benefit deduction which the employee is required to contribute towards. In this case there is 

usually a minimum amount that is required and may be increased depending on the terms of 

the policy. These types of benefits often form part of the overall employee value proposition 

as it is often cheaper to invest for retirement as part of a group than as an individual. Typical 

non-statutory deductions are retirement benefits, medical aid, travel allowances and housing 

allowances.  

My gross salary is what I signed up for in my employment contract, why do I receive 

less in my bank account? 

This is a common mistake that employees make when they sign up for a new job. The gross 

salary is the total value of your salary before any deductions or taxes have been paid.  

 



 
 

What we see in our bank account is called our net salary which is the cash amount that we 

receive after our statutory and non-statutory deductions have been made and our income tax 

has been deducted. 

Why would I contribute to a retirement fund when I can just save the money myself? 

If you join your company’s retirement scheme, you are using pre-tax income to save which 

reduces your taxable income and allows you to put more money into your retirement fund 

and hence increase your base amount on which you are earning a return on at a faster rate. 

Basically, you pay SARS less in PAYE and you get to save more rather than using your 

after-tax money to save. 

The second reason relates to human behaviour - people tend to think they are better at 

saving money than they really are and tend to either save too little or dip into their savings 

rather than saving in a retirement appropriate manner. 

What do these codes on my IRP5 mean? 

As is the case with many concepts in life, it is neater and easier to codify these concepts 

than to onerously write them out in full. This is the case within your IRP5 (personal income 

tax) form. You can find a full list of the codes on the SARS website. Listed below are some 

of the more regularly used tax codes 

3601 - Income or salary 3810 - Medical aid fringe benefit 

3602 - Non-taxable income 3825 - Employer Provident Fund 

3604 - Pension (Excl) 
3828 - Retirement annuity (employer) – 
benefit 

3606 - Commission 4003 - Provident fund 

3607 - Overtime (PAYE) 4005 - Employee medical aid 

3615 - Director's remuneration 
4141 - UIF (Unemployment Insurance 
Fund) 

3701 - Travel allowance 4472 - Employers pension for employee 

3713 - Other Allowances (PAYE) 
4473 - Employers provident for 
employee 

3809 - Bursary / scholarship 4474 - Employer medical aid 

 

Do you have other questions about your Payslip or IRP5 Codes?  

If you have additional questions you would like us to cover about ‘Understanding Your 

Payslip and IRP5 Codes’, enter them on Slido for our team to include in a future bulletin on 

the subject. To enter your question(s): 

Go to www.Slido.com 

Enter the code ‘pays’ 

Enter your question(s) 

Click ‘Send’  

http://www.slido.com/

