
 

Budget for Retirement 

The impact of the 2013 National Budget and Retirement Regulations Dialogue on retirees. 

For many, the unknowns of growing old hold great fear. For most, growing old without financial 

independence is enough to raise blood pressures excessively. For retirees, besides maintaining good 

health, the question of how to be financially independent can be daunting. Within today’s volatile markets, 

one of the biggest blood pressure chasers is how to make a ‘nest egg’ work smarter for longer. 

“Many retirees are concerned whether they will outlive their savings,” says Jan-Carel Botha, Financial 

Planner at Ultima Financial Planners and Financial Planner of the Year 2012. He believes that the trick to 

ensuring financial independence lies in having a sound financial plan and “starting to save as early as 

possible”. The success of such a plan, he adds is dependent on the ability to save over time. This plan 

needs to be carefully managed over time by an expert financial planner to ensure financial security for 

life. 

“Looking at our individual current debt-ratio statistics, economically active South Africans struggle to save. 

We consume all of our income or too much of what we earn today and do not save enough for tomorrow. 

This is a recipe for disaster, not only on an individual level but for our economy at large,” says Botha. 

Reasons for this include insufficient contributions to Pension and Provident Funds as well as Investment 

and Savings Plans. 

He notes that one of the major problems today lies in the early withdrawal of retirement savings, so often 

driven by the need to pay off debt. In the 2011 Sanlam Benchmark Survey, 20% of people indicated that 



they withdraw their retirement savings when they left an employer, of which 72% used it to settle debt and 

29% provided for living expenses. 

In the 2013 National Budget, Finance Minister Pravin Gordhan indicated that government strives to help 

South Africans in their challenge to save while trying to find the optimum balance between Government 

income and expenses. On a personal level the ‘no income tax increases’ and the proposed direct 

personal income tax relief of R7bn in the year to come endeavours to maximise cash in individuals’ 

pockets. 

However, says Botha “we need to understand the real impact. The ‘no income tax increase’ is only 

applicable in nominal terms. In real terms marginal tax tables have been adjusted by 3.5%, taking into 

account inflation of 5.7%. This represents a real increase of income tax by 2.2% for individuals. 

Through instruments such as Interest Exemptions and Medical Tax Credits, individuals gain further 

assistance. For example: 

• Interest Exemptions: 

– Individuals > 65 years of age: up by 4.5% to R34 500 

– Individuals < 65 years of age: up by 4.4% to R23 800 

• Medical Tax Credits increased: 

– From R230 to R242 per month for the first two beneficiaries, and 

– From R154 to R162 per month for each additional beneficiary 

The Government is currently in a consultation process with the purpose to propose Retirement Reforms 

that will further assist South Africans to prepare for retirement. The Reform Proposals, due for final 

consultation on 31 May 2013 include the following: 



• Deductible Contributions – 27.5% of taxable income for pension funds, provident funds, retirement 

annuity contributions with a ceiling of R350 000 per annum. This harmonises deductible contributions and 

simplifies the variables between the above-mentioned funds. The ceiling of R350 000 per annum implies 

that if you earn more than R1.27 million you will not be able to get immediate tax relief if you deduct a full 

27.5% contribution, but this will be rolled over and allowed against your lump sum or later annuity income. 

• Preservation – Existing rules on preservation funds will be relaxed to allow one withdrawal per year but 

the amount of each withdrawal will be limited. 

• Old Age Grant – To be phased out by 2016. All citizens over a designated age will be eligible for the 

grant, which is currently R1 260 per month. 

• Minimum Requirement for Annuitisation – Currently pension funds less than R75 000 do not need to 

be converted to pension income. From 2016 this amount is to be increased to R150 000. 

• Tax Preferred Investment Structure – A new investment vehicle that will allow for tax free growth on 

the investment fund is on the cards for introduction in 2015. An initial contribution limit of R30 000 and a 

lifetime limit of R500 000 will be applicable. This means that individuals will be allowed to save up to R30 

000 and not pay any tax on returns, enabling South Africans to make their savings work harder for them. 

The Retirement Reforms will come into effect after 2015 and will have a direct and positive effect on your 

retirement savings. However, financial independence remains the responsibility of every person. It is 

therefore critical to be pro-active in your financial planning to ensure financial independence after 

retirement. 

 


