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Over the past decade there were definite 
changes in the products and services the finan-
cial services industry offer. Although the retire-
ment fund industry was lagging, proposals for 
changes  are in place and 
will take affect early next 
year – affecting employ-
ers, members and regula-
tory responsible players 
such as trustees, admin-
istrators, financial plan-
ners and fund managers 
as well as other service 
providers.

The retirement fund reform process was first 
mentioned in the 2012 Budget by the minis-
ter of Finance. From then onwards, there was 
a series of technical discussion papers with 
public consultation. The proposals’ primary 
objectives are to enhance the saving culture of 
South Africa and to make sure that retirement 
fund members are better protected and retire 
comfortably. Corné Jansen van Rensburg, CEO 
of the N-e-FG Group of Companies said that in 
order for this to happen, certain points will be 
addressed by government. In what follows he 
discusses some of those that will affect the re-
tirement fund industry most.
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From March 2015 we’ll see uniformities between 
the different existing retirement structures. The 
provident fund structure, as we know it, will cease 

to exist for future contributions. 
An employer and member will 
have the opportunity to transfer 
the current investment value to 
a preservation provident fund 
that should be structured by 
the employer. All new contribu-
tions from that date will then 
have to be in a new retirement 
fund that will be a pension 
fund. At retirement regulation 

will be in place that stipulates that only one-third 
of the total investment value may be accessed by 
the member and the remainder (two-thirds) will 
have to be utilised to purchase an income.

The government also wants to simplify tax incen-
tives. There are currently a number of different 
taxable deductions for the different retirement 
structures. In future only one deduction will be 
available as a fringe benefit to the employee. Up 
to a maximum of 27.5% of the greater of remu-
neration or taxable income, capped at a maxi-
mum rand value of R 350,000.00 contribution per 
annum will be allowed as a deduction. Unused 
contributions may be rolled over to the next year.

Government is also proposing mandatory retire-
ment fund participation. This is to have a positive 
turn-around on the poor savings culture in South 
Africa. Formally employed workers will be com-
pelled by government to join a retirement fund 
and save for retirement. This forced contribution 
discipline raised the public’s concern on how well 
managed the process will be and if this will form 
some part of the national funding mechanism for 
governmental projects.  A press release from Na-
tional Treasury dated the 9th of July 2014, stated 

the following: “Government is not proposing that 
people’s current and new retirement saving be 
kept saved or preserved with Government (con-
strued as nationalisation) or to be used to fund 
Government projects.”

Transparency and fund disclosures will be ad-
dressed. There is currently no prescribed charge 
disclosure policy. National Treasury and the FSB 
will release a draft regulation later this year or 
early next year. We can however presume that 
this will have an effect on the costs retirement 
fund administrators and fund managers may ask 
for their custodianship. In the same way, trustees 
will be in the spotlight to be ‘fit and proper’. It’s 
their main responsibility to act as a hedge for ‘un-
foreseen,’ risks, that there may be for the member 
or the member’s beneficiaries and to ensure that 
the wishes of the member take effect whenever 
needed. Stringent education and training is al-
ready being put in place, which every trustee 
needs to finish in the near future.

Retirement Fund Administrators that are li-
cenced to exercise the administration function 
will be strictly regulated. In this changing and 
challenging environment – N-e-FG Adminis-
trators – as a licensed 13B Retirement Fund 
Administrator, in South Africa, will be holding 
seminars and training sessions for the public, 
financial planners and other role players in the 
financial services industry. This will be done to 
guide them in the changes that will take affect 
early next year.

Jansen van Rensburg concluded “We encour-
age employers to have a look at their existing 
retirement fund to make sure the transfer next 
year, according to new Government proposals, 
is smooth. In instances where no retirement 
participation exists, we’ll be glad to consult em-
ployers, employees or financial service provid-
ers on the proposed mandatory retirement par-
ticipation by Government”.


