








And now: a sigh of relief for retirees

In times like these, it’s easy to dwell on all that’s wrong with life, the universe and your finances.
However, if you are going into retirement soon, here’s a reminder to look on the bright side.

A new dispensation for members of retirement
funds became effective from 1 October 2007. Not
only did it introduce a substantial increase in
the tax-free portion of your lump sum payment
at retirement, but the balance of the cash portion is
also taxed at a much lower average rate of tax.
Moreover, it also simplified the calculation of what
is tax-free at retirement and what is not. Under the
new regulations, when you retire from a provident,
pension or retirement annuity fund, the tax-free
portion is calculated as follows:

R300 000

-+ any previously non-deductible
contributions

—+ any tax-free amounts transferred from
state funds

— any previously allowed tax-free amounts

The new legislation has also changed the tax rates
applied to the taxable portion of the lump sum
benefit. The rates are applied as follows:

= The first R300 000 of the taxable portion
is taxable at 18%b

< The next R300 000 of the taxable portion
is taxable at 27%b

< The balance of the taxable portion above
R600 000 is taxable at 3626

Note: If you are a member of a pension or
retirement annuity fund, two-thirds of your benefit
must still be used to purchase an income — either a
guaranteed income or a living annuity.

Q: True or False. By 2010, both men and women
will qualify for old age pensions at age 60.

— Divorce orders

The Pension Funds Act was amended with effect
from 13 September 2007 to give divorcees
immediate access to pension benefits awarded
to them in terms of divorce orders; i.e. a “clean
break” of pension fund interests. However, it is
not clear whether this change can be applied
retrospectively, i.e. whether divorces before this
date are also affected. Until more clarity is
obtained in the industry, funds will generally not
pay out former spouses who have claims against
members’ retirement savings in terms of divorce
orders issued before 13 September 2007.

The WINNERS of our Issue 15 competition are:
Jikile Mzalazala, Marie Gunter and Leon Isaacs.
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