
Tax planning can be a pain, especially when you retire. But, used to your benefit, the tax rules for 
people retiring over the age of 65 can work in your favour.

To best understand the tax rules for retirement, you 
should understand that there are different types of 
taxes and tax rules that apply to 1) your preparation 
for retirement; 2) at the point when you retire and your 
retirement funds pay out; and 3) after retirement, when 
you live on your savings and the annuities that you buy 
at retirement.

To delve into each of the tax rules, and the way that you 
can structure your income and savings for the maximum 
tax benefit, would take up a lot of ink. But there are a 
couple of very important considerations.

Use pre-retirement tax breaks to 
your full benefit
You can save up to 27.5% of your taxable income, 
limited to R350,000 a year, in a retirement fund and 

deduct the amount from your taxable income. This 
helps you to reduce your tax liability and it means that 
your retirement investment is jump-started with the 
additional money that you would have had to pay to 
SARS had you saved it in any other type of investment. 
Use the full benefit that you can, because this lays the 
foundation for retiring with dignity. 

Understand the difference between annuities, lump 
sums and other forms of payments at the end of 
your career. Different rules apply to different types of 
payments at retirement. For instance, you may choose 
to withdraw as much as one third of your pension and 
retirement annuities in cash, of which the first R500,000 
will be taxed at 0%. Any amount above the R500,000 will 
be taxed according to a tiered scale starting at 18% and 
ending at 36%.
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Protect your pension
Understanding the relevant tax rules can make your retirement much more comfortable



The remaining two thirds must be used to buy a pension 
income. This could be a living annuity (managed fund) 
or life annuity (guaranteed fund), which will be taxed 
as normal income according to a tiered scale starting at 
18% and ending at 45%. 

It is important to seek professional advice on deciding 
the right amount to withdraw and to choose between a 
living annuity and a life annuity or a combination of the 
two. Be sure to ask an independent Certified Financial 
Planner, who specialises in retirement, to guide and 
advise you.

Structure your tax efficiently 
after retirement
There are a couple of tax advantages for older people. 
These include not paying tax if you are older than 65 and 
earn less than R10,083.33 a month. If you are older than 
75, this amount increases to R11,275 a month. You also 
qualify to add to this amount another R34,500 (65 and 
older) a year, income earned on certain types of interest-
bearing investments and not pay any tax on the income. 
At retirement age, your first R40,000 made in capital 
gains is also not taxed.

Structuring your 
pension properly 
helps remove stress.

The tax rules change every year at the end of the tax 
year (28 February), so you should make sure to check 
for any changes that apply to you around this time. 
Ultimately, there are several tax benefits and ways of 
structuring your income to avoid paying a lot of tax, or 
any tax for that matter, after retirement and even when 
you pass away.

Be sure to make use of all of the benefits offered 
by government and be careful how you transition 
from working to retirement. The decisions that you 
make during this period often have the biggest tax 
implications, both at that point and for your earnings 
and income in the future. 
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