
 

 

SAICA NOTICE 

RETIREMENT REFORM - LATEST PROPOSAL CHANGES 

Background 

In a bid to ensure tax parity and more retirement financial certainty, National Treasury 
embarked on reforming the industry as to costs, the way benefits accrue and how tax 
applies. It has been a long journey with the first public discussion paper released in 2012, 
followed with numerous public consultations between government, labour, employers and 
industry. 

The main proposals in principle have been: 

- Reduce costs of retirement investment by reforming the industry, including reducing an 
unnecessary amount of investment options and reducing fees; 

- Compelling partial annuitisation of all retirement funds over R75 000, including pension, 
provident and retirement annuities to ensure that retirement savings are preserved; 

- Align the tax treatment of all three retirement fund types to ensure parity, with increased 
disclosure and fixed upper limits for contribution tax relief to R350 000 or 27,5% of 
remuneration. Thus fully taxable income inclusion, irrespective of employer or employee 
contribution, and limited deduction. 

However notwithstanding Treasury’s good intent, the proposals have not gone without 
reaction, especially from organised labour, which resulted in the implementation being 
deferred from last year at the last moment for more consultation. 

Treasury have consulted with organised labour again on their concerns and no indication 
was given in the relevant 2015 tax bills that these discussions were not successful. The 
planned implementation on 1 March 2016 was therefore going ahead. 

Treasury changes proposal 

It was only at the Standing Committee on Finance feedback presentation in 15 October 2015 
that Treasury indicated that no consensus had been reached and then made quite far 
reaching new alternative and interim proposals. 

In summary the 2 options are: 

- OPTION1: Implement the entire proposal as is from 1 March 2016 and only raise the 
compelled annuitisation threshold to R250  000 for provident fund members; 

- OPTION: Temporarily defer compelled annuitisation for provident funds, implement the 
rest of the proposals from 1 March 2016 and limit provident fund deductions to 10%.  



 

SAICA and other stakeholders have submitted our concerns to Treasury which in summary 
are: 

- Option 1 does not create much concern as it retains the original policy and proposals 
which we support, however Option 2 is a substantial departure of policy. 

- In effect, Option 2 defers from the policy to implement retirement reform and then 
penalises provident fund members by limiting their tax benefit for contributions to 
amounts that are less than what they currently get and departs from the alignment by 
being substantially less than pension and retirement annuities who will get 27,5% vs. the 
proposed 10% for provident funds.  

- Furthermore it creates significant cost wastage for industry and employers who will for a 
very short period of time have to develop systems to accommodate the changes, 
notwithstanding that they have been incurring cost to implement the original proposals. 

Treasury throws down the gauntlet 

In reaction to concerns, Treasury issued a media release on 27 October 2015 that requests 
urgent consultation on the matter with slightly amended Option 1 and 2, including confirming 
that the proposal will be implemented in full from 1 March 2017 despite certain objections. 
However the approach in the media release has been unfortunate. This is an emotive issue 
and the release effectively states that if stakeholders do not agree to annuitisation from 1 
March 2016, provident fund members will suffer the proposed prejudice till 1 March 2017 
when the original proposals will be implemented. 

It is unclear who all have to agree to the original Treasury proposal of annuitisation, as other 
than labour, support has been expressed for the changes. Furthermore, it is unclear why 
Treasury have taken such a protracted approach in implementing what is perceived as a 
fixed policy decision.  

SAICA will engage with Treasury in the consultation process to reiterate our support for the 
overall retirement reform process but also our utmost opposition to imposing wasted costs 
and penalising provident fund members in the interim.    

 
 


