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PUBLIC HEARINGS ON THE TAXATION LAWS AMENDMENT, 2015 

TIMING OF ANNUITISATION OF PROVIDENT FUNDS 

 

09 November 2015 

 

 

Dear Standing Committee on Finance 

 

Further to your letter dated 5 November 2015, the Minister proposed amendments to the 

Taxation Laws Amendment Bill in his letter to the Standing Committee on Finance and this 

includes the deletion of clauses in the tabled bill related to the timing of annuitisation of 

provident funds. 

 

The South African Reward Association (“SARA”) conducted a member survey to request 

commentary on the National Treasury call for public comment per the communication dated 

27 October 2015, and we provided our responses in our previous letter dated 2 November 

2015. The background and constituency of SARA is noted in our previous correspondence, 

being a professional body that promotes, develop and empowers the reward profession in 

South Africa, and our membership reflect both private and public sector interests. 

 

 

BACKGROUND 

Our previous written submission indicated that most members agreed with the NEDLAC 

view that retirement reform, in its entirety, should not to be implemented and for the reasons 

noted in the National Treasury communication of 27 October 2015. 

 

The close second preference of our membership was that full implementation should be 

done, as per option 1 in the National Treasury communication of 27 October 2015. 

 

 

COMMENT ON REVISED PROPOSAL DATED 5 NOVEMBER 2015 

 The proposal by the Minister to remove clauses from the TLAA 2015 relating to 

annuitisation of provident funds, is not aligned to the options previously consulted 

upon in National Treasury’s communication. 
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 No reasons were provided on why the previously proposed options were not 

implemented. The NEDLAC recommendation of complete postponement of 

retirement reform, which is not without merit, was also not followed.  

 

 The impact of compulsory annuitisation for provident fund employees or the 

postponement thereof, will have a potential adverse impact on employees, as it 

removes a flexible option which these employees have under the current 

dispensation.  

 

 Whilst the overall policy position is understood to be protecting vulnerable 

employees, this is already addressed by the FAIS Act, professionalization of persons 

giving financial “advise”, the FSB regulations and increased “fit and proper” 

requirements of trustees, “treating customers fairly”, etc. This is why the NEDLAC 

request for proper sharing of information is so valid and important. Where the policy 

reason is something different than a protection already achieved, consultation does 

not happen on an informed basis. 

 

 In our view the provisions dealing with the tax deduction of 27.5% of taxable income 

up to a maximum amount of R350 000, could have an equally significant impact on 

employees from an individual financial planning perspective. The question should be 

asked whether these employees, already the subject of higher progressive taxes and 

overall fiscal burden, should be further targeted. 

 

 The staggered approach to implementation also causes significant administrative 

burden on employers, funds and all stakeholders. This requires admin records to be 

kept for each period of partial introduction and we question whether the benefit 

hereof will outweigh the perceived benefit. 

 

 We, therefore, request the committee to consider whether prudent to implement 

certain provisions of the reform and not others. 

 

 

CONCLUSION 

 

As per our previous submission, we strongly encourage that the full policy framework be 

made available for comment and that informed contributions are then invited and 

considered.  

 

We believe there is merit to postpone retirement reform or otherwise, for the process to be 

fully implemented, and for the market to address any challenges created at its own pace. 
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Further to your invitation, Mentje Larney, a remuneration and benefit specialist, as well as 

Actuary and Certified Financial Planner, would greatly appreciate the opportunity to present 

to the Standing Committee on Finance on behalf of SARA. Please let us know should this be 

possible.  

 

Yours sincerely, 

 

 

Jerry Botha 

Chairperson: SARA Employee Benefits and Tax 

 

 

 

 

 


