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Introduction

Pensions for Palookas was published in November 2021 and 
contained the legal and regulatory information that was applicable 
on the date of publication. Certain regulatory and legislative chang-
es have since been promulgated that have an impact on some of 
the information contained in Pensions for Palookas. It is the 
purpose of this update to provide a list of the changes that took 
place in 2022/2023 and those that are on the cards for 2024 and to 
what extent it has an impact on information contained in Pensions 
for Palookas.

The following significant legislative and regulatory changes were 
announced in 2022 and 2023:

  Regulation 28 that prescribes the asset classes in which funds 
  can invest was updated in 2022. The effect thereof was that 
  funds are now allowed to invest more money in foreign assets 
  and that the investment in home loans granted to fund members  
  was significantly reduced.

  The lump sum withdrawal tax scale was amended as from
  1 March 2023.

  The lump sum retirement/death/retrenchment tax scale was 
  amended as from 1 March 2023.

  The two-pot system for the limitation of lump sum withdrawal  
  benefits was proposed for implementation on 1 March 2024.

1.

2.

3.

4.



Regulation 28 amendments:

As from 1 March 2022, regulation 28 must be applied as follows:
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Tax on Lump Sum Withdrawal Benefits Scale:

The table below shows the effect of the change of the tax table as 
from 1 March 2023:

Any reference in Pensions for Palookas to the first R25 000 of the lump 
sum withdrawal benefit that is tax-free, should be replaced with the 
new tax-free amount of R27 500. 

The table below shows the effect of the change of the tax table as from 
1 March 2023:
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Pensions for Palookas was published in November 2021 and 
contained the legal and regulatory information that was applicable 
on the date of publication. Certain regulatory and legislative chang-
es have since been promulgated that have an impact on some of 
the information contained in Pensions for Palookas. It is the 
purpose of this update to provide a list of the changes that took 
place in 2022/2023 and those that are on the cards for 2024 and to 
what extent it has an impact on information contained in Pensions 
for Palookas.

The following significant legislative and regulatory changes were 
announced in 2022 and 2023:

  Regulation 28 that prescribes the asset classes in which funds 
  can invest was updated in 2022. The effect thereof was that 
  funds are now allowed to invest more money in foreign assets 
  and that the investment in home loans granted to fund members  
  was significantly reduced.

  The lump sum withdrawal tax scale was amended as from
  1 March 2023.

  The lump sum retirement/death/retrenchment tax scale was 
  amended as from 1 March 2023.

  The two-pot system for the limitation of lump sum withdrawal  
  benefits was proposed for implementation on 1 March 2024.

Tax on Lump Sum Retirement, Retrenchment and 
Death Scale:

The table below shows the effect of the change of the tax table as 
from 1 March 2023:

Any reference in Pensions for Palookas to the first R500 000 of the 
lump sum retirement benefit that is tax-free, should be replaced with 
the amount of R550 000.  

The reduction of the tax payable on the lump sum benefit has the 
following effect:



The government intends to introduce the Two Pot System on 1 
March 2024 to regulate access to retirement savings before the 
date of retirement.  Currently, members have no access to their 
retirement savings while they are still active members of the fund, 
but they have access to all their retirement saving as a withdrawal 
benefit when they resign or get retrenched and withdraw from the 
fund.

In terms of the proposed Two Pot System, members will have 
limited access to their retirement savings while they are still active 
members of the fund as well as limited access to withdrawal bene-
fits before the date of retirement if they leave the fund before retire-
ment.

Three investment pots will be created, namely a vested pot, a 
retirement pot, and a savings pot. 

The vested pot will consist of all contributions up to a certain date 
(currently proposed to be 29 February 2024). The current retire-
ment fund regime will remain applicable to this pot. Members will 
have access to the full fund value as a lump sum withdrawal bene-
fit if they exit the fund before retirement. Lump sum withdrawal 
benefits will be taxed according to withdrawal tax table that is appli-
cable on the date of withdrawal.

The retirement pot will consist of two thirds of all fund contributions 
(and growth thereon) accumulated as from 1 March 2024. Mem-
bers cannot access money in this pot before the date of retirement. 
Government is considering limited income-based withdrawals from 
this pot in case of retrenched members who have already fully 
utilized the money in the vested and savings pots and have 
exhausted all UIF benefits. At retirement, money in this pot must be 
used to buy an annuity. Where the sum of the retirement pot and 
two thirds of the vested pot is less than R165 000 on the date of 
retirement, the full amount can be taken as a lump sum cash bene-
fit.

The Proposed Two Pot System- Limitation of 
Access to Retirement Savings before Retirement:
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The savings pot will consist of one third of all fund contributions (and 
growth thereon) accumulated from 1 March 2024. Money in this pot will 
be accessible during fund membership. Once-off seeding (transfer) of 
capital from the retirement pot might be allowed to “fund” this pot and 
make money immediately available to members as from 1 March 2024. 
A limitation of one withdrawal of at least R2 000 (up to full value in the 
pot) per annum is proposed. All withdrawals made from this pot by 
active members will be taxed at their marginal tax rate as it will be 
added to member’s taxable income for the tax year in which the 
withdrawal is made. At the death or retirement of a member, the money 
in this pot can be taken in cash or transferred to the retirement pot. The 
lump sum cash death benefit will be taxed according to retirement tax 
scale.

Provident fund members who were 55 years of age or older on 1 March 
2021 will have the option to keep all their retirement benefits and new 
contributions after 1 March 2024 in the vested pot or to create a 
savings and retirement pot for contributions made as from the 
proposed implementation date (1 March 2024).
The proposed new system has benefits as well as unintended conse-
quences.  From a saving for retirement viewpoint, it forces members to 
retain the bulk (at least two thirds) of their retirement contributions and 
savings for retirement by granting them no access to the retirement pot 
before date of retirement and therefore ensuring that this money is 
available at retirement to provide an income stream for fund members 
once they retire.  From an emergency fund perspective, active fund 
members who have not created an emergency savings fund, can now 
use the savings pot as an emergency fund to fund unexpected expens-
es, for example medical expenses not covered by their medical 
schemes.  It does however also create the possibility of active fund 
members using the money withdrawn from the savings pot for non-es-
sential expenses such as holidays or the purchase of luxury items. 

The limitation of access to withdrawal benefits removes the possibility 
of members who have high interest debt to improve their overall finan-
cial situation by using withdrawal benefits to pay off debt and using the 
money saved on debt repayments as extra contributions to their retire-
ment funds as the average annual rate of return on the retirement 
savings will in all probability be less that the average annual interest 
rate paid on unsecured debt. Fund members will therefore have more 
savings for retirement, but less assets at retirement due to the money 
“lost” in terms of interest paid on debt.
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Conclusion

It is my opinion that the changes to Regulation 28 and the lump 
sum benefit tax scales as well as the proposed introduction of the 
Two Pot System will not negatively affect your long-term retire-
ment planning process to provide an annuity income after your 
date of retirement.  

The increased opportunity to invest in foreign investment markets 
might benefit you if the South African currency weakens in future.  
The reduced taxes on lump sum benefits are relatively small if 
they are calculated as a percentage of the benefit payable and 
should therefore not have a significant impact on the amount you 
choose as a lump sum cash benefit.  

The Two Pot System will put the focus on building up as much 
capital as possible in your retirement pot to ensure that you can 
purchase an annuity at your retirement that can provide your 
required income stream after retirement.
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