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Understanding Provisional Tax in South 
Africa 
Why You May Need to Pay It, How It Works, and How to Avoid Surprises 

Introduction 

Twice a year, many South Africans receive an email from their accountant requesting 
information to calculate their provisional tax. Unfortunately, this often leads to confusion 
and frustration. 

Many people ask questions such as: 

• "Why do I have to pay tax before the tax year ends?" 
• "Didn't my employer already deduct PAYE?" 
• "Am I paying tax twice?" 
• "Why is my provisional tax so much higher this year?" 
• "Can SARS refund me if I pay too much?" 

The good news is that provisional tax is not an additional tax. It is simply a method that 
SARS uses to collect your normal income tax during the year instead of waiting until your 
annual tax return is submitted. 

Understanding how provisional tax works can help you plan your cash flow, avoid 
penalties, and reduce unnecessary stress.  
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What Is Provisional Tax?  

Despite its name, provisional tax is not a separate tax. 

It is simply an advance payment of your normal income tax. 

Instead of waiting until after the tax year has ended, SARS requires certain taxpayers to 
estimate their taxable income and pay part of their expected tax during the year. 

At the end of the tax year, when your annual income tax return is submitted, SARS 
compares: 

• the tax that should have been paid, and 
• the provisional tax already paid. 

If you paid too much, SARS will refund the difference. 

If you paid too little, you will need to pay the outstanding amount. 

Why Does SARS Use Provisional Tax? 

Imagine a business owner who earns R2 million during the year. 

If no tax was collected until after the tax return was submitted, the taxpayer could 
suddenly owe several hundred thousand rand in one payment. 

This would be difficult for many people and businesses. 

Provisional tax spreads the tax payments throughout the year, making them easier to 
manage while ensuring SARS collects tax as income is earned. 

Who Must Register as a Provisional Taxpayer? 

Many people believe provisional tax only applies to business owners. 

In reality, it applies to a much wider group of taxpayers. 

You may be a provisional taxpayer if you receive income such as: 

• Rental income 
• Business income 
• Freelance or consulting income 
• Commission income 
• Professional income 
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• Investment income 
• Foreign income 
• Income from a trust 
• Income from farming 
• Any income that is not subject to PAYE 

Some employees who earn additional income outside of their salary may also become 
provisional taxpayers. 

 

Who Does NOT Normally Pay Provisional Tax? 

Many salaried employees are not provisional taxpayers because their employer already 
deducts PAYE every month. 

If your only income is your salary and the appropriate tax has already been deducted, you 
may not need to submit provisional tax returns. 

However, once you begin earning significant income from other sources, your situation 
may change. 

The Two Provisional Tax Periods 

Each tax year contains two compulsory provisional tax payments. 

First Provisional Tax 

The first provisional tax payment is due at the end of August. 

At this stage: 

• you estimate your taxable income for the entire tax year. 
• calculate the expected tax; and 
• pay approximately half of the expected tax liability. 
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Second Provisional Tax 

The second payment is due at the end of February, which is the end of the tax year for 
most individual taxpayers. 

By this stage, much more information is available. 

Your accountant will usually update the estimate using: 

• actual income earned, 
• investment income,  
• rental income, 
• business profits, 
• deductions, 
• retirement contributions, 
• medical tax credits, and 
• other relevant information. 

The second payment is intended to ensure that your total tax paid closely matches your 
actual tax liability. 

Third (Voluntary) Top-Up Payment 

After the tax year ends, there is also an optional third provisional tax payment. 

This is not compulsory. 

It is often used when: 

• taxable income was underestimated, 
• additional income was received unexpectedly, 
• investment gains occurred, 
• rental profits increased, or 
• business profits exceeded expectations. 

Making this voluntary payment can help reduce interest charged by SARS. 
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How Is Provisional Tax Calculated? 

The calculation begins by estimating your taxable income for the current tax year. 

This includes income from all applicable sources. 

 

From this amount, allowable deductions are taken into account, including: 

• retirement contributions, 
• business expenses, 
• approved deductions,  
• medical tax credits, 
• assessed losses (where applicable), and 
• other allowable deductions. 

The applicable tax tables are then applied to determine your estimated annual tax 
liability. 

Finally, any PAYE already deducted during the year is taken into account to determine 
how much provisional tax still needs to be paid. 

Why Does My Provisional Tax Change Every Year? 

One of the most common questions we receive is: 

"Last year my provisional tax was much lower. Why has it increased?" 

There are many possible reasons. 

For example: 

• your salary increased. 
• your rental income increased. 
• your investments generated more taxable income. 
• you sold an investment. 
• your business became more profitable. 
• interest rates increased. 
• you received a bonus. 
• your retirement contributions changed. 
• tax legislation changed. 

Every provisional tax calculation is based on the latest available financial information. 
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Common Misunderstandings About Provisional Tax 

"I am paying tax twice." 

You are not. 

Provisional tax is simply an advance payment of the same income tax that you would 
have paid when submitting your annual tax return. 

"SARS is charging me extra tax" 

Not necessarily. 

The tax itself has not changed. 

The timing of the payment has changed. 

"If I estimate low, I can just pay later" 

Unfortunately, this can become expensive. 

If your estimate is too low, SARS may charge: 

• penalties; and 
• interest on the shortfall. 

Accurate estimates are therefore very important. 

"If I estimate too high, I lose my money" 

No. 

If you pay more provisional tax than necessary, SARS will refund the excess once your 
annual tax assessment has been completed. 

Why We Request Information from You 

Each provisional tax period, we ask our clients for updated financial information. 

This is because your tax estimate should reflect your current financial position rather 
than simply repeating last year's figures. 

We may request information relating to: 

• salary income.  
• rental income. 
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• business income. 
• dividends. 
• local and foreign investment income. 
• interest received. 
• capital gains. 
• retirement contributions. 
• medical expenses. 
• other deductions; and 
• any significant financial changes during the year. 

Providing accurate information allows us to prepare the most accurate estimate possible 
while helping reduce the risk of penalties. 

What Happens If You Ignore Provisional Tax? 

Ignoring provisional tax can have serious consequences. 

Possible outcomes include: 

• SARS penalties. 
• interest charges. 
• additional tax payable. 
• unexpected tax debt. 
• cash flow pressure; and 
• unnecessary stress during tax season. 

Meeting the deadlines and providing accurate information early helps avoid these 
problems. 

How You Can Prepare 

The provisional tax process becomes much easier if you keep your financial records up 
to date throughout the year. 

Useful documents include: 

• IRP5 certificates 
• Rental income statements 
• Business financial records 
• Investment certificates 
• Interest certificates 
• Dividend statements 
• Retirement annuity certificates 
• Medical aid certificates 
• Capital gains information 
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The sooner these documents are available, the easier it is to prepare an accurate 
provisional tax calculation. 

How We Assist Our Clients 

Our role is not simply to submit a provisional tax return. 

We assist our clients by: 

• estimating taxable income accurately. 
• identifying allowable deductions. 
• reducing the risk of SARS penalties. 
• ensuring compliance with SARS requirements. 
• helping client’s budget for future tax liabilities. 
• explaining the calculation in plain English; and 
• providing ongoing tax planning throughout the year. 

Our objective is to ensure there are no unnecessary surprises when your annual tax 
return is submitted. 

Final Thoughts 
Provisional tax often sounds more intimidating than it actually is. 

It is simply a way for SARS to collect your normal income tax in instalments throughout 
the year. 

With good planning, accurate information, and professional guidance, the process 
becomes straightforward and manageable. 

Rather than viewing provisional tax as an unexpected expense, think of it as part of a 
well-planned financial strategy that helps prevent large tax bills and keeps your tax 
affairs up to date. 
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Need Assistance? 

If you have received our provisional tax reminder and are unsure what information to 
provide, or if you have questions about your estimated tax liability, please contact our 
office. 

We are here to guide you through the process, explain your calculation, and help ensure 
your provisional tax is accurate, compliant, and as tax efficient as possible. 

 

Fin-Ed Tip 

Provisional tax is not an extra tax, it is simply paying your normal income tax in advance. 
The more accurate your estimate, the lower your risk of penalties, interest, and 
unexpected tax bills at year-end. 

 

 

 

 

 

 

 

 

 

FinEd – Empowering Better Financial Decisions Through Education 

This article is intended for educational purposes only and should not be construed as financial, tax, 

accounting or legal advice. Professional advice should be obtained before implementing any financial 

strategy. 

 


