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1. Tax change for pensioners who receive income from two or more sources 
The South African Revenue Services (“SARS”) will implement changes to tax laws from 1 March 2022. The changes will affect 

pensioners who receive income from more than one source, and where one of the sources is a pension from a re�rement fund or 

insurer. 

Why is the change being made?

The aim behind the change is to try to ensure that the pensioner does not end up with an unexpected, unaffordable tax bill a�er they 

have been assessed, but rather to spread the tax liability evenly over the relevant tax year.

Where a pensioner has only one source of income in a tax year, the tax payable at year-end is usually fully paid through monthly 

withholding of PAYE. The problem comes where a pensioner has more than one source of income because at the end of the tax year 

SARS will combine all sources of income to determine taxable income and the tax the pensioner must pay. This aggrega�on of 

income leads to the pensioners having to more tax than if it was calculated on the separate sources of income. This is o�en 

unexpected for pensioners who may then struggle to pay the unforeseen tax, leaving SARS with an unpaid tax bill. 

Pensioners could ask SARS to deduct a higher amount of PAYE during the year so that the tax payable at the end of the year is fully 

paid, but not many pensioners have exercised this choice.

SARS' solu�on

Changes to the tax legisla�on allow SARS, using the data it has, to determine the effec�ve rate of tax in respect of the combined 

income sources of a pensioner. SARS will give this fixed rate (a fixed percentage) through an annual direc�ve to the re�rement fund 

administrator or insurer so they can withhold the correct amount of PAYE for the pensioner. SARS has communicated this to certain 

stakeholders.

If a pensioner's circumstances change during the year, such as one source of income ceases or if the pensioner passes away, the 

re�rement fund administrator or insurer may apply the normal PAYE withholding rate (the PAYE withholding rate under the normal 

PAYE withholding tables) as opposed to the fixed withholding rate provided by SARS, with effect from the month in which the 

administrator or insurer becomes aware of the change.
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If and when PAYE tables change on 1 March 2022, an administrator must apply the updated fixed rate provided by SARS from 1 April 

2022 (unless the pensioner opted out – see below).

Where the administrator of the fund is providing the pensioner with a preview of the impact of the fixed PAYE rate provided by SARS 

(to see if the pensioner wants to opt out or not), the administrator can decided whether to apply the fixed PAYE rate from 1 March 

2022 or 1 April 2022 or where there is an updated fixed rate, whether it will apply the updated fixed PAYE rate from 1 March 2022 or  

1 April 2022.

The PAYE rate is applied to the gross value of the pension and if there is more than one pension then to each separately.

A pensioner may s�ll choose (opt out)

A pensioner may always ask the fund administrator or insurer to:

Ÿ withhold PAYE at a rate higher than the fixed rate provided by SARS; or

Ÿ withhold PAYE at a rate that is equal to the PAYE withholding rate under the normal PAYE withholding tables. If this op�on is 

exercised, the fund administrator or insurer should tell the pensioner that there is a possibility that the PAYE withholding rate 

will be insufficient to cover their tax liability when they are assessed.

The administrator will then, according to SARS's communica�ons, decide the date from which this decision choice will be applied 

and inform the pensioner of a tax debt.

If SARS has not provided the fixed PAYE withholding rate for a par�cular pensioner, the fund administrator or insurer will con�nue to 

apply the normal PAYE withholding rates.

Administrators and insurers

Administrators (including NMG) and insurers have been hard at work implemen�ng the changes they need to make to their system 

and processes to implement this new process from 1 March 2022.

2. Beneficiaries of unapproved group life and funeral policies
Previously

In the past, where an employee did not complete a beneficiary nomina�on form on an 

unapproved group life or funeral policy, employers could direct to whom the benefit was paid. 

Now

The Insurance Act 2017 (the Act) now defines a “beneficiary” as:

“(a)  in the case of an insurance policy other than a group insurance policy, the person 

stated in the insurance policy or a person nominated by the policyholder as the person 

in respect of whom the insurer should meet the insurance obliga�ons; or 

(b)  in the case of a group insurance policy— 

(i)  a member of the associa�on or fund, or an employee; or 

(ii)  a person nominated by the member referred to in subparagraph (i) in respect 

of whom the insurer should meet the insurance obliga�ons, which person is 

not the associa�on, fund or employer”

This new defini�on of “beneficiary” means that in cases where an employee does not nominate a beneficiary for unapproved group 

life and funeral policies, the employer cannot determine to whom the insurance proceeds will be paid. In these circumstances, the 

employer must pay the policy benefit to the estate of the deceased person.

Insurers were given a period to align various non-compliant policy contracts to the legisla�on, which period is now past.

What  is  an  “unapproved 
policy”?
This is an insurance policy 
owned by the employer (in 
rela�on to its employees) that 
provides risk benefits such as 
life cover.
What is an “approved policy”?
This is an insurance policy 
owned by a re�rement fund 
providing risk benefits such as 
life cover. The benefit to which 
the member of the fund is 
en�tled is determined by the 
rules of the fund.
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Funeral policies

The new defini�on of beneficiary also applies to funeral policies. If an employee has not completed a beneficiary nomina�on form, 

this may result in financial hardship for the family if the employee passes away and the funeral policy proceeds must be paid to the 

estate. The family might be unable to finance the cost of the funeral since the payment of the insurance proceeds will have to await 

the lengthy processes involved in winding up an estate. NMG's experience is that some insurers are giving employers �me to obtain 

the correct completed nomina�on forms from their employees, while others are strictly applying the new legisla�on.

Be sure to submit your nomina�on form for unapproved policies

The revised defini�on of a “beneficiary” means that where an employee passes away, the proceeds of an unapproved policy will be 

paid only to the nominated beneficiaries. Where a beneficiary has not been nominated, the policy proceeds must be paid to the 

deceased employee's estate.

It is important to ensure that all employees complete their beneficiary nomina�on forms for unapproved policies and that these are 

updated regularly.


	Page 1
	Page 2
	Page 3

