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Dear Financial Advisor 
 
This Practice Note serves to update you on the latest developments in respect of retirement reform. 
 
A decision was made last week by the National Assembly in Parliament not to postpone any further the 
introduction of certain retirement reform provisions. These include the harmonisation of retirement fund 
contribution deductions, as well as the annuitisation requirements for provident funds, as per the Taxation Laws 
Amendment Act, 2014 (initially introduced by the Taxation Laws Amendment Act, 2013). The Taxation Laws 
Amendment Bill 2015 (TLAB 2015) was passed by the National Council of Provinces on 1 December 2015, and 
sent to the President for signature. The implementation of these changes will take effect 1 March 2016. 

Before the amendment was passed, Parliament’s Standing Committee on Finance requested a compulsory review 
of this legislation in two years’ time. 

 
Uniform tax deductions for all retirement fund members 
 
From 1 March 2016 members of all retirement funds (i.e. pension funds, provident funds and retirement annuity 
funds) will be entitled to a single tax deduction for the total contributions made to retirement funds. 
 
Contributions made to all retirement funds by employers on behalf of members will be taxed as a fringe benefit in 
the hands of the member. However, both member and employer contributions will be regarded as the member’s 
contributions and will therefore be eligible for deduction. Previously, only member contributions were taken into 
account for the member’s deduction where employers contributed to pension funds and provident funds, and the 
employers’ contributions were not regarded as a fringe benefit (within certain limits). Employers’ contributions to 
retirement annuity funds on employees’ behalf are however already taxed as fringe benefits. 
 
The maximum deduction members will be entitled to for contributions to all retirement funds (employee 
contributions plus employer contributions) is 27.5% of the greater of remuneration or taxable income, capped at 
R350 000 a year.  
 
All contributions exceeding the abovementioned percentage and monetary limits will be carried over to the 
following year of assessment and may be eligible for deductions in that year, subject once again to the 
abovementioned limits. At retirement, any contributions that have not been deducted previously may be set off 
against any lump sum taken at retirement, or compulsory annuity incomes in terms of section 10C of the Income 
Tax Act, 1962 (the “ITA”). 
 
Most retirement fund members may benefit from the above provisions, as they should be able to make larger 
tax deductible contributions. 
 
Annuitisation requirement for provident fund members 
 
Currently there is no requirement for provident fund (or provident preservation fund) members to purchase an 
annuity when retiring from that fund. The full value of the fund may be commuted (taken as lump sum) at 
retirement, subject to tax in terms of the 2nd Schedule of the ITA. 
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From 1 March 2016 there will be alignment to the restrictions currently applicable to pension funds (and pension 
preservation funds) and retirement annuity funds at retirement. Any commutation (lump sum) requested from a 
provident fund at retirement will therefore be limited to a maximum of 1/3 of the fund value, with the balance being 
used to purchase a compulsory annuity, unless the value falls below the de minimus amount (see below). 
 
Certain exemptions will however apply: 
 

 Members will not be required to annuitise contributions to provident funds made before 1 March 2016, plus 
growth on such contributions. 

 Provident fund members of 55 years or older on 1 March 2016 will not be required to annuitise 
contributions made to provident funds after 1 March 2016, plus growth on such contributions. 

 If contributions made to provident funds after 1 March 2016, plus the growth thereon, do not exceed the de 
minimus amount, members will not be required to annuitise these amounts. The de minimus amount will 
be increased from R75 000 to R247 500. This threshold is expected to be adjusted in line with inflation 
from time to time. 

These exemptions ensure that the annuitisation requirement will not affect many provident fund members for many 
years, depending on the annual amounts contributed. 
 
As a result of these changes, transfers between pension funds and provident funds will be allowed on a tax neutral 
basis. 
 
De minimus exemption 
 
From 1 March 2016 the current de minimus exemption of R75 000 will be increased to R247 500 for all retirement 
funds. This means that members will not be required to annuitise a minimum of 2/3rds of the fund value, if the fund 
value is less than or equal to R247 500. 
 
Other relevant changes in terms of TLAB 2015 
 
An amount equal to those disallowed contributions remaining at death (i.e. that did not qualify for deduction prior 
to death) will be included in the estate of individuals passing away on/after 1 January 2016 for estate duty 
purposes, however this will only apply in respect of contributions to retirement funds made on or after 1 March 
2015. 
 
Please contact the writers should you have any queries relating to the above. 
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