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South Africa – Retirement Tax Relief Safe for Now: 
Treasury Drops Proposal to Scrap Exemption 
South Africa's National Treasury has withdrawn its recent proposal to change how certain foreign 
retirement benefits are treated by removing the tax exemption under section 10(1)(gC)(ii) of the 
Income Tax Act. This means that qualifying foreign pensions, annuities, and lump sums received by 
South African residents will continue to be exempt from South African normal (or income) tax, 
pending any future legislative changes.1 

Also, see GMS Flash Alert 2025-169, 19 September 2025, for information on the now-withdrawn 
proposal.2 

WHY THIS MATTERS 

Section 10(1)(gC)(ii) directly affects the financial well-being of South African tax residents who receive foreign 
pensions, annuities, or lump sums for past services rendered outside the country.  

Key reasons why this is noteworthy for globally mobile employees: 

• Financial Stability: With the proposed amendment withdrawn, individuals in this category have immediate 
clarity and can continue to receive their foreign retirement income without facing unexpected South 
African tax obligations. 

• Avoidance of Double Taxation: The exemption was originally introduced to prevent the same income from 
being taxed both in South Africa and in the country where the retirement benefit originated. Maintaining 
the exemption continues to protect against this risk. 

• Effect on Returning Residents: Many South Africans who spent part of their careers abroad and have 
since returned rely on these foreign retirement benefits as a main source of income. Losing the 
exemption would have had a considerable negative effect on their disposable income and overall 
standard of living. 

• Ongoing Vigilance Required: Although the immediate concern has been addressed, the National Treasury 
has indicated that the matter may be revisited in the future. Those affected should remain alert to any 
further legislative changes and may need to review their financial strategies or seek professional tax 
guidance as circumstances evolve. 

 

https://assets.kpmg.com/content/dam/kpmgsites/xx/pdf/2025/09/fa25-169.pdf.coredownload.pdf
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Key Highlights 
• At present, South African residents who receive qualifying foreign-sourced pensions, annuities, and lump 

sums for past foreign employment continue to benefit from an exemption from South African normal tax. 
However, this exemption is under review, and future changes may be introduced following further 
consultations by National Treasury.  

• In the draft response to the 2025 Taxation Laws Amendment Bill, National Treasury has said it is still 
concerned that South Africa may be missing out on tax from foreign pensions, and that the current rules 
could lead to some people not paying tax on these pensions anywhere in the world. Treasury recognises 
the need to protect South Africa’s right to tax, while also considering the complex tax rules in other 
countries and the contributions of expats and foreign retirees to the economy. 

• To address these issues, government will start a new round of discussions with stakeholders to find a fair 
solution that prevents double non-taxation but also considers the concerns raised by affected individuals. 

KPMG INSIGHTS 

Steps to Consider 

KPMG in South Africa states that, as the exemption for foreign-sourced retirement income is currently  
under review and may be amended, it is important to stay updated on any developments. Further 
consultations and potential changes to the law may be expected. Consider seeking professional advice to 
understand how any future changes could affect your personal tax situation and to help you plan ahead. 

If assignees and/or their programme managers have any questions or concerns about the scope of the 
amendment, its application and potential impacts, and appropriate next steps, they should consult with  
their qualified tax professional or a member of the GMS tax team with KPMG in South Africa (see the  
Contacts section). 

 

FOOTNOTES: 
1   Draft Response Document on the 2025 Rates and Monetary Amounts and Amendment of Revenue Laws 
Bill, 2025 Draft Taxation Laws Amendment Bill and 2025 Draft Tax Administration Amendment Bill, National 
Treasury of the Republic of South Africa, published on 4 November 2025. 

2  Draft Taxation Laws Amendment Bill 2025, National Treasury of the Republic of South Africa, published on 
16 August 2025. 

 

 

*     *     *     * 

file:///C:%5CUsers%5Clocal_ejohns1%5CINetCache%5CContent.Outlook%5C0Q0VEYJQ%5CDraft%20Response%20Document%20on%20the%202025%20Rates%20and%20Monetary%20Amounts%20and%20Amendment%20of%20Revenue%20Laws%20Bill,%202025%20Draft%20Taxation%20Laws%20Amendment%20Bill%20and%202025%20Draft%20Tax%20Administration%20Amendment%20Bill,%20National%20Treasury%20of%20the%20Republic%20of%20South%20Africa,%20published%20on%204%20November%202025.
file:///C:%5CUsers%5Clocal_ejohns1%5CINetCache%5CContent.Outlook%5C0Q0VEYJQ%5CDraft%20Response%20Document%20on%20the%202025%20Rates%20and%20Monetary%20Amounts%20and%20Amendment%20of%20Revenue%20Laws%20Bill,%202025%20Draft%20Taxation%20Laws%20Amendment%20Bill%20and%202025%20Draft%20Tax%20Administration%20Amendment%20Bill,%20National%20Treasury%20of%20the%20Republic%20of%20South%20Africa,%20published%20on%204%20November%202025.
https://www.treasury.gov.za/public%20comments/Tax%20Acts,%20Regulations%20and%20EMs/Draft%20Taxation%20Laws%20Amendment%20Bill%202025%20%2016%20August%202025%20.pdf
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Contact Us 

For additional information or assistance, please contact your local GMS or People Services professional or 
one of the following professionals with the KPMG International member firm in South Africa: 
 

 
Sarika Rautenbach 
Partner 
Tel. + 27 (0) 82 391 6445 
sarika.rautenbach@kpmg.co.za 

 
Natasha Rohhamlal 
Associate Director 
Tel. + 27 (0) 82 719 5689 
natasha.rohhamlal@kpmg.co.za 

 

 

The information contained in this newsletter was submitted by the KPMG International member firm 
in South Africa. 
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