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What is an Employer of Record (EOR)?

An Employer of Record (EOR) is the third-party organization which legally employs workers on behalf
of a company. The EOR handles:

e Payroll processing and tax compliance

e Employment contracts and benefits administration

e Work permits and visa sponsorship for foreigh employees

e Compliance with South African labour laws and regulations

e Termination procedures in line with local employment policies

By partnering with an EOR, businesses can expand into South Africa without establishing a legal
entity, reducing costs and compliance risks.International businesses can also benefit form using this
service to use remote workforce in South Africa and utilise top talent based in South Africa while
saving 40%-60% on salary costs.

Benefits of Using an EOR in South Africa

South Africa has strict labour laws to protect employees. An EOR ensures compliance with key
regulations, such as:

e Adherence with the Basic Conditions of Employment Act (BCEA)
e Compliance with the Employment Equity Act
e Proper classification of employees vs. independent contractors

e Minimum wage and overtime regulations

Cost Savings

There are significant cost savings on salary costs for companies based in the UK,Australia and US
using remote staff based in South Africa are typically between 50%-80%.

Setting up a local entity requires significant financial investment, including office setup, registration
fees, and ongoing legal costs. Using an EOR eliminates these expenses, making market expansion
more affordable.



Payroll and Tax Management
Payroll in South Africa involves multiple statutory deductions, including:
e Pay-As-You-Earn (PAYE) tax
e Unemployment Insurance Fund (UIF) contributions
e Skills Development Levy (SDL)
e Workers’ compensation fund contributions

An EOR manages payroll processing, tax filings, and statutory contributions, ensuring compliance
with local tax authorities.

Hiring Flexibility

Businesses can hire full-time employees, temporary workers, or contractors without the long-term
commitment of setting up a local subsidiary. This is beneficial for companies testing the South African
market.

Reduced Legal Risks

Non-compliance with South African labour laws can result in legal disputes and penalties. An EOR
minimizes these risks by ensuring employment contracts, payroll, and benefits align with local
regulations.

Understand Employment Contracts

South African employment contracts must comply with legal requirements. An EOR helps draft
contracts that include:

e Salary and benefits details
¢ Working hours and overtime policies
e Termination clauses and notice periods

e Leave entitlements (annual leave, sick leave, maternity leave)

Ensure Smooth Onboarding and Offboarding

A seamless onboarding process boosts employee satisfaction and productivity. EOR providers assist
with:

e Background checks and reference verification
e Benefits enrolment and payroll setup

¢ Handling contract termination and severance pay in compliance with South African laws



Stay Updated on Compliance Changes

Labor laws in South Africa evolve frequently. Areliable EOR service provider in South Africa keeps
businesses informed of regulatory changes, helping them remain compliant.

Align EOR Services with Business Goals

For multinational companies, it’s essential to integrate EOR services with broader HR and workforce
strategies. Ensure seamless communication between your HR team and the EOR provider for effective
talent management.

Conclusion

Using an EOR service provider in South Africa simplifies hiring, payroll, and compliance processes,
allowing businesses to expand efficiently. By selecting the right EOR, understanding employment
contracts, and staying informed about labour laws, companies can ensure legal compliance while
focusing on growth.
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