
 

 

 

 

 

 

 

 

 

 

 

 

In this newsletter, we set out all the questions that members of funds are asking about the retirement reform changes due 

to come into place on 1 March 2016, and give answers to these questions. These changes take place in terms of the 

Taxation Laws Amendment Act, 2015 and are known as the “T-day” laws.  

 

 

 

 

 

 

Q: Is the government nationalising our retirement funds? Is the government stealing our money for 

retirement? Is the government putting another tax on these moneys which will mean lower benefits for 

fund members on retirement? 

A:  No. There are many rumours in the media and being spread by fund members about how the T-Day changes affect 

you. Most of these rumours are not true. Your money is safe and the changes will help many more South Africans to 

retire comfortably. In many cases employees will be better off because of these changes. 

 

Q: Will I be able to take my share of fund in cash when I change jobs? 

A:  Yes. Nothing has changed if you withdraw from the Fund before retirement. You will 

still be able to take your full share of fund in cash and won’t be forced to preserve 

your fund savings for retirement. 

 

Q: Should I resign from my job quickly before 1 March 2016, and take my 

money out of the Fund? 

A:  No, please don’t do that! In this current economy, it may be difficult to find another 

job. Your savings for retirement are safe and won’t be taken from you, nationalised 

or taxed more heavily. 

 

Q: Will I be better or worse off after these changes come about on 1 March 

2016? 

A:  South Africans who are members of their employer’s retirement funds will be better off after these changes take 

place on 1 March 2016. Members of provident funds who are under the age of 55 will need to take some of their 

shares of fund at retirement, differently. But fund members will not be worse off after 1 March 2016! 

 

Q: Will the T-Day changes affect me, if I am a pension fund member? 

A:  Some of the changes will affect pension fund members, in a good way! Most pension fund members will be able to 

make higher tax deductible contributions to their pension funds. Nothing will change in the way your fund benefit is 

paid to you on your retirement, resignation, dismissal, retrenchment or death. 

 

Q: If I transfer to another fund after 1 March 2016, will my share of fund be taxed on transfer? 

A:  No. The good news is that benefits which are transferred between any type of funds will no longer be taxed on 

transfer, from 1 March 2016 onwards! 
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Reminder:  

What is my share of fund? 
Your “share of fund”, also known 

as your “fund credit”, is your 

savings in the fund, together with 

investment returns.  

 

It includes all the money which 

has been transferred into the fund 

for you. 

 

Your Share of fund is paid out 

whenever you leave the fund – 

whether you resign, are 

retrenched, dismissed, retire or 

die while in service with your 

employer 

Q & As for everyone 



 
If you have any questions or comments, please contact your human resources 

department, your Trustees / Management Committee or NMG on (011) 509-3000.  

 
 

Q: How will contributions to the Fund be treated from 1 March 2016 onwards? 

A:  From 1 March 2016, no matter which fund you belong to, you can make tax deductible member contributions of up 

to 27.5% of the greater of your remuneration, or your taxable income. However, contributions will only be tax 

deductible up R350,000 per year. This tax deductible limit applies to all your retirement funds: pension, provident 

and retirement annuity funds. 

 

Q: Do the changes mean that the employer won’t be paying contributions anymore? 

A:  Only member contributions are tax deductible. Your employer may still continue to make contributions to the Fund, 

depending on what the rules of your fund say. Definitely, the contributions paid to the Fund for you won’t be reduced! 

The employer contributions will be added to your salary as a taxable fringe benefit. However, contributions paid by 

the employer will be deemed to be member contributions and will therefore be tax neutral if they fall into the tax 

deductible contribution limits we spoke of, above. 

 

Q: I am a provident fund member – how do the new tax deductions on contributions affect me? 

A:  Before 1 March 2016, your member contributions to your provident fund were not tax deductible. From 1 March 

2016, these contributions will now be tax deductible. This means for many provident fund members, your take home 

pay may be higher from March 2016, onwards! 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Q: My contributions are high – will my full contributions to my Fund be tax deductible? 

A:  R350,000 is the limit on tax deductible contributions per annum. If your monthly contributions are higher than R 

29,166 or your pensionable salary is higher than R1,272,727 per annum or R106,061 per month (on a contribution of 

27.5%), then you will not be able to receive a tax deduction on these excess contributions. Please speak to your 

employer, to understand what your options are, if this affects you. 

 

Q: If I am a provident fund member, will I get a higher tax deduction after 1 March 2016? 

A:  Yes, unless your salary is lower than the taxable earnings threshold of R73,650 per year or R6,137.50 per month (you 

don’t pay tax if your salary is lower than these amounts). 

 

Q: I am a pension fund member – how do the new tax deductions on contributions affect me? 

A:  Your member contributions to a pension fund were always tax deductible. However, because the definition of taxable 

income has changed, your tax deductible contributions will now be based on the higher of taxable income and 

remuneration. This may mean your monthly tax deductible contributions are higher. However, please remember that 

only R350 000 is tax deductible for member contributions, over a one year period.  

Great new tax deductions on contributions which affect all fund members 

Let’s look at an example:  

 

Sibusiso is a member of a provident fund. He earns a monthly salary of R17,000 or R204,000 over a one year period. 

He makes monthly member contributions of 7.5% to his fund every month.  

 

Have a look at the difference between Sibusiso’s monthly take home pay before and after the T-Day changes: 

 

Sibusiso’s take home pay before  1 March 2016 Sibusiso’s take home pay after  1 March 2016 

Sibusiso’s monthly salary:    R17,000 Sibusiso’s monthly salary:    R17,000 

Less monthly tax:     R3,207 Less provident Fund contributions of 7.5%: R1,275 

Less provident Fund contributions of 7.5%:  R1,275 Less monthly tax:     R2,876 

Sibusisos’s take home pay:    R12,518 Sibusisos’s take home pay:    R12,849 

 

Sibusiso’s provident fund member contributions were not tax deductible before 1 March 2016. From 1 March 2016 

onwards Sibusiso’s provident fund member contributions became tax deductible.  

 

Therefore, Sibusiso’s take home pay increased by R331 per month or R3,972 for the year   

because of the T-Day changes! 



 
If you have any questions or comments, please contact your human resources 

department, your Trustees / Management Committee or NMG on (011) 509-3000.  

Q: Do the new tax deductible limits apply to just my contributions to my current Fund, or to all the Funds 

which I contribute to? 

A:  The tax deductible limits from 1 March 2016 apply to all the funds you contribute to. You may be a member of your 

employer’s pension fund but you also have a retirement annuity which you make additional contributions towards, 

as an example. In this case, the 27.5% tax deduction on your remuneration, or your taxable income will apply jointly 

to your pension and your retirement annuity fund (subject to an annual cap or R350,000 per annum). 

 

Q: I am a pension fund member – how do the rest of the T-Day changes affect me? 

A:  Only the changes to tax deductible contributions from 1 March 2016 affect pension fund members. Therefore pension 

fund members don’t need to read this communication further (unless you want to). 

 

 

 

 

Q: How does a pension / annuity work? 

A:  As you have been a member of a provident fund, you may not know how a pension or an annuity works, so before 

we speak about the changes, let’s understand this. The purpose of buying a pension / annuity (same thing) is to 

provide you with a long-term and regular income after you retire from employment, providing you with an income 

for your life time. 

 

 When you buy a pension from an insurer, it is called an annuity. There are different types of annuities that you will 

be able to buy when you retire. You should consult a certified financial planner to make sure that you buy the best 

annuity product to suit your needs. You will only have to buy an annuity when you retire. 

 

 

Q: How do the T-Day changes affect me? 

A:  If you are younger than age 55 on 1 March 2016, your “vested rights” before 1 March 2016 are protected. What this 

means is that when you retire, you will be allowed to take only 1/3rd of your share of fund accumulated after 1 March 

2016 as a cash lump sum. The balance (2/3rds of your share of fund) must be used to buy a pension / annuity. To 

make sure that this is worked out correctly, your Fund will keep two records for you:  

 

1. Your vested rights record: share of fund as at 1 March 2016 (including investment returns after 1 March 2016) 

2. Your post 1 March 2016 record: share of fund (including investment returns) accumulated from 1 March 2016 

onwards 

 

You will always be able to take your vested rights record as a cash lump sum at retirement. Any new monies 

contributed to your Fund AFTER 1st March 2016 will be recorded separately and rolled up with investment returns. 

 

If your share of fund in your second record (share of fund after 1 March 2016) is less than R247,500, you can take 

the full amount of your full share of fund, as a cash lump sum. 

  

Changes which affect provident fund members only 

Will you be younger than age 55 on 1 March 2016? If so read here: 



 
If you have any questions or comments, please contact your human resources 

department, your Trustees / Management Committee or NMG on (011) 509-3000.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Q: Will I have to take my full share of fund as a pension / annuity on retirement? 

A:  No. If you are younger than 55 as at 1 March 2016, you only have to take 2/3s of your share of fund accumulated 

after 1 March 2016 as an annuity on your retirement. Your share of fund accumulated before 1 March 2016 (plus 

investment growth), plus one third of your share of fund accumulated after 1 March 2016, can be taken in cash. 

 

Q: What will happen if I transfer to another fund? 

A:  If you are younger than 55 as at 1 March 2016 and transfer to another fund, the two records held for you in your 

fund, will be transferred to your new fund. 

 

Q: If I have a small share of fund when I retire, will I have to buy a pension / annuity? 

A:  No. If you are younger than 55 as at 1 March 2016 and your share of fund in your second record (share of fund after 

1 March 2016) is less than R247,500, you can take the full amount of your full share of fund, as a cash lump sum. 

 

Q: What happens I have savings in other funds, besides my provident fund? 

A:  The rules coming in from 1 March 2016 are applied separately to each retirement fund. Therefore the above rules 

apply to each provident fund that you belong to. If you belong to another pension fund or have your own retirement 

annuity fund, nothing will change. 

 

Q: I am close to retirement – how do the changes affect me? 

A:  If you are 55 and older on 1 March 2016, you can still take your entire retirement benefit as a cash lump sum when 

you retire, no matter what age you retire at. 

 

Q: What happens if I want to transfer to another fund? 

A:  If you are 55 and older on 1 March 2016 and choose to transfer to a new fund, your new fund will have to keep two 

records for you and the rules which apply to members younger than 55 on 1 March 2016 will also now apply to you. 

Therefore, it may be best to retire from your employer’s fund and not transfer to a new fund, after 1 March 2016 and 

before you retire. 

 

Q: What will happen if I am forced to transfer to another fund? 

A:  The law is not clear on this yet, but Government has indicated that they will consider allowing members who are 55 

and older as at 1 March 2016, to take their full shares of fund in cash if they are forced to transfer to a new fund 

before they retire.  

Let’s look at an example:  
Thandeka is a member of a provident fund and is 54 years old as at 1 March 2016. On 1 March 2016 her share of fund 
in her provident fund is R100,000. She retires at age 65. Let’s look at two scenarios: 
 
 

Thandeka’s share of fund accumulated after 
1 March 2016 was R247,499 

Thandeka’s share of fund accumulated after 1 March 2016 was 
R260,000 

 
Thandeka can take her full share of fund: 
1. R100,0000 together with investment 

returns = R300,000 (first record, vested 
rights); plus 

2. R247,499 (second record accumulated 
after 1 March 2016) 

= R547,499 
 
In cash. 

 
Thandeka can take: 
1. R100,0000 together with investment returns = R300,000 (first 

record, vested rights); plus 
2. R86,667 (one third of her second record accumulated after 

1 March 2016) 
= R386,667 
In cash. 
 
She must then use R173,333 to buy a pension or an annuity from 
an insurer. 

 

Will you be older than age 55 on 1 March 2016? If so read here: 


