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Introduction

Please make sure you understand what your decision means for 
you and your family.

When you retire, probably the most important decision you make will be 
which annuity (pension) you choose. 

The sad truth is that only about 20% of South Africans are able to 
maintain their lifestyle in retirement.



How much do you need when you retire?

This is the minimum income that you and your dependants need to retain your 
basic quality of life. Your basic needs include: 

What else can you think of?

ACCOMMODATION FOOD CLOTHES MEDICAL 
EXPENSES

TRANSPORT



Retirement needs

A general rule is that you 
need to receive at least 

70% to 75% of your 
final salary as a pension.

You need to invest your 
retirement money in such a 
way that your income goes 
up each year, more or less in 
line with inflation. 



Life expectancy 

Many people underestimate how long they will live after they retire.
As medical research improves, so does your life expectancy.

In post-retirement a woman’s 
life expectancy is three to four 
years longer than a man’s. 
The total life expectancy for a 
male at age 65 is 81 and for a 
female it is 85.

81 Years 85 Years



When will you retire?



What is deferred retirement?

You may retire from your Employer and still choose to leave your total 
savings in the Fund, until a later stage. 

The same investment options and switching costs that apply to active 
members also apply to deferred retirees.

Any administration costs will be deducted directly from your Fund Credit, as 
you are no longer contributing.

You will no longer be covered for death and disability benefits.



What do you receive from the Fund when you retire?

Your retirement savings in the Fund will be payable to you – this is known as 
your Fund Credit. 

Your Fund Credit includes contributions and interest/investment returns 
earned while you were a member of the Fund.

Most of you who joined the Fund before 1 September 1996
may be entitled to a minimum retirement benefit.



What can you do with your retirement benefit?

You may take all or part of your Fund Credit in cash when you retire 
from the Fund.

You may use all or part of your Fund Credit to purchase an annuity, either 
in the Fund or elsewhere.

The more you take in cash, the more you will pay in tax, and the less you 
will have available to purchase a pension.



How is your retirement benefit taxed?
Any portion of your benefit that you choose to take in cash will be taxed as follows:

Lump sum Amount Rate of Taxation

0 – R500 000 0% of taxable income

R500 001 – R700 000 18% of taxable income above R500 000

R700 001 – R 1 050 000 R36 000 plus 27% of taxable income above R700 000

R1 050 001 and above R130 500 plus 36% of taxable income above R1 050 000

This amount includes all cash withdrawals over your lifetime.



Before making any life-changing financial decisions.



What kind of annuities are available?

You will have two general options to consider if you are close to retirement: 

LIVING ANNUITYLIFE ANNUITY

At retirement, it is important that you fully understand the benefits 
and disadvantages of any annuity option you select. 



Life annuity

You will receive a 
pension for the rest 
of your life. This 
means that you will 
not run out of 
money.

Your Fund/Insurer 
calculates how much 
your pension should 
be for each month 
of your retirement. 

The more you have 
saved, the higher 
your monthly 
pension will be 
after retirement.



Living annuity

You choose how much money should be taken out of your savings to pay 
your pension every month. If you take too much, you may run out.

The amount you have chosen to secure a pension will be invested on 
your behalf.

This means that your savings and the amount that you are drawing as a 
monthly pension can increase or decrease in value after you retire, 
depending on investment returns. 



Life vs Living annuities

Life annuity Living annuity 

Your monthly pension is guaranteed for life.
Increases are granted annually if affordable (more
on this in a moment).

Your pension can be changed every year (between
2.5% and 17.5% of your capital). You could run out
of money if you take too high a pension, if
investments are poor, or if you live for a long time.

The insurer will determine the investment
strategy of the underlying investments.

Investment choice and investment risk rests with
you.

Your choice is final and cannot be changed.
This annuity can be transferred to another annuity
at a later stage.





Things to consider

If you or your spouse suffer from ill health, a living annuity may be a 
more suitable option.

Life annuities are an expensive option if you have a shorter life 
expectancy than normal, unless your insurer offers and ‘impaired’ 
option.

The Fund has a life annuity calculator and a living annuity calculator
based on the Fund’s annuity options to help you with your decision –
contact the Principal Officer for assistance.

http://www.5qtools.co.za/applications/incomecalculator/start.asp?p=uct
http://www.5qtools.co.za/applications/livingannuity/start.asp?p=uct


More things to consider

The Fund only provides detailed information about the pension options 
within the Fund.  You can take a combination from the Fund (Life & 
Living).

If you want advice on pension options outside the Fund, you should 
contact a financial advisor. 

If you choose to purchase your pension elsewhere, you will receive 
your Fund Credit, and you and your dependants will have no 
further claim against the UNISARF.



Fund Life Annuity – In detail



UNISARF Life annuity

This is a lifelong pension.

If you die first, your spouse also receives a lifelong pension based 
on the percentage you choose – e.g. 50% or 75% of your pension. 

Beneficiaries will receive your pension for the minimum period chosen 
(e.g. 5 or 10 years) should both you and your spouse die within this time. 
You can choose 0 years – indicate your choice on your form.



UNISARF Life annuity

Costs are kept low by the 
Board of Trustees. 

The Board also decides on 
pension increases and the 
investment strategy.

The Fund aims to grant pension 
increases equal to 50% of 
inflation over the long term, 
but this is not guaranteed. 

If investment returns are poor, 
a 0% pension increase may 
need to be granted.



Life Annuity: Annual Pension Increases

Currently, pension increases 
take into account that, when 
the Fund calculates your 
monthly pension, it already 
allows for a 6% annual 
investment return.
So, only if the Fund earns 
above the 6% already catered 
for, can the Fund afford to 
grant an increase.

Example of 6% 
post-retirement rate: 

If the Pensioner 
Portfolio earns a 10% 
return for the year, 
increases of 4% are 
granted.



Life Annuity: Annual Pension Increases
HOWEVER: There is no guarantee that the Pensioner Portfolio will perform 
in line with expectations every year. If pension increases do not keep up 
with inflation, you will become ‘poorer’ over the years.

% of inflation increase over 10 years Likelihood of this increase being granted

0.0% 7.3%

Less than 25% of inflation 19.2%

Less than 50% of inflation 37.9%

More than 50% of inflation 62.1% This is the Fund’s target

More than 75% of inflation 40.2%

More than 100% of inflation 21.6%

More than 125% of inflation 8.8%



New Life Annuity Option effective 31 December 2019

No matter what, the 
current amount of the 
pension is guaranteed for 
the rest of your and your 
spouse’s life. The Fund 
aims to increase this 
pension by roughly 50% of 
inflation, but as this is not 
always possible...

Unisarf has resolved to introduce a 
3.5% post-retirement rate in addition 
to the current 6% option.
To target higher pension increases, 
your initial pension will be lower.
All members who retire as at 
31 December 2019 can choose this 
option, pending approval by the FSCA.



New Life Annuity Option effective 31 December 2019

% of inflation increase over 10 
years

Likelihood of this 
increase being granted

0.0% 0.8%

Less than 25% of inflation 3.1%

Less than 50% of inflation 10.5%

More than 50% of inflation 89.5%

More than 75% of inflation 75.2%

More than 100% of inflation 54.7%

More than 125% of inflation 33.2%

Example of 3.5% 
post-retirement rate: 
If the Pensioner 
Portfolio earns a 10% 
return for the year, 
increases of 6.5% are 
granted.





Let’s consider your Life Annuity options

The Fund’s guidance is to 
elect the lower 3.5% post-
retirement rate, as you will 
need higher increases as you 
age and as inflation goes up. 
No one wants to suffer 
financially in their advanced 
years.

Lower Starting 
Pension = Higher 

Increases

Lower 
Increases

Higher Starting 
Pension 

=





UNISARF Living annuity

You must decide where your 
money is invested after you 
retire (there is a default option).

You can adjust the amount you 
draw as a pension each year.

Costs are kept low by the 
Board of Trustees.

If you take a higher amount 
as a pension, your money 
might not last long enough.



UNISARF Living annuity

If you die, your spouse will receive your pension.

If you and your spouse die, the money that is left goes to your 
beneficiaries.

You may transfer your living annuity to a life annuity from the Fund or 
an outside insurer, at any time before age 75.



UNISARF Living annuity

• Your monthly pension must be fixed for

IN LINE WITH THE TABLE

• If the maximum draw-down is not enough to meet 
your needs, a living annuity might not be your best 
choice. Drawing a high percentage means you might 
run out of money if you live for a long time, or if 
returns are poor.

Retirement 
Date

Maximum 
Draw-down

Up to age 60 5.0%
61 – 65 6.0%
66 – 70 7.0%
71 – 75 8.0%
76 – 80 10.0%
81 – 85 12.0%
86 – 90 14.0%

91 and older 17.5%



UNISARF Living annuity

You may not purchase a living annuity for less than R1.5 million.
If you are married at the time of your retirement, your spouse needs to co-sign 
the forms. 
UNISARF charges admin fees for a living annuity – this fee changes annually.
You can change your investment strategy and/or your pension percentage on 
the anniversary of your retirement, within the set limits.
If you wish to change your investment strategy on a date that is not your 
anniversary, an additional switch fee will be charged. 



Why choose an 
in-Fund Annuity? 



Why choose a UNISARF annuity?

All charges are clearly explained, and there is no guarantee charge (a saving of 
between 1% and 1.5% p.a.).
Charges are kept low by means of bulk buying power.
Other insurers will usually pay a commission to the broker that introduces the 
business. The UNISARF does not pay commission. 
Therefore, an annuity with the Fund is far more cost-effective. 



Why choose a UNISARF annuity?

The Trustees of the UNISARF look out for your interests: they have a fiduciary 
duty to do so.
The Board has flexibility to change the investment strategy, to diversify and to 
appoint the best set of service providers for the sake of your financial security.
You are the only person who is getting profits in the UNISARF!



What you should consider 

The more peace of mind you need, the more a life annuity is likely to meet your 
needs. 
Most of us would like to leave something for our children, but if you have 
relatively little money, the priority should be for you and your spouse to receive 
a lifelong income.
Do you want to manage your own pension, and do you have the skills to do so?
Do you have a reliable financial advisor?
The pension you select should take into account your (and your spouse’s) health 
and life expectancy.



Five Golden Rules

Get all the facts! Make sure you understand what you are 
getting and what it is costing you.

Please do not leave your retirement planning until the last 
minute.

Structure your retirement benefits so that they meet your 
unique needs.

Always remember to plan for inflation.

Remember that you may live longer than you think…





But what about the psychological aspects of retiring?

Adjusting to being retired is not easy, no matter how much you are 
looking forward to it! A lot of people feel useless, bored, or old before their 
time.

We asked some of 
our pensioners for 
their thoughts on 

the matter…

Here’s what 
they had to 

say:



Psychological aspects of retirement – being busy

A part-time job, or 
charity work, or a 

hobby, will keep your 
brain active and 
prevent negative 

thoughts.

If you work a few 
days a week, you’ll 
have extra money 
(and less stress) 

AND you’ll be more 
grateful for your 

free time.

Helping out in your 
community is 

enormously rewarding 
– teaching, knitting 

blankets, caring for the 
disabled, etc.



Psychological aspects of retirement – feeling fresh

Keep up to date 
with current events 
and technology, and 
get out of the house 
as much as possible.

Try to travel to new 
places. Get off the 
beaten track. Local 
weekend getaways 

needn’t cost the 
earth. You could 

even consider 
camping!

Get to know your 
grandchildren and 

enjoy spending time 
with them.



Psychological aspects of retirement – staying solvent

You will most likely need 
to simplify your life. Get 

rid of all debt if you 
haven’t already and 

don’t make any more!

Review your insurance 
and medical aid and 

ensure that it is 
sufficient, but not over 

the top.

Financial planning is 
still important, as you 

need to anticipate 
rising future expenses, 

e.g. medical bills.



What to do next

Advise employer of your retirement 3 months before retirement date.
Obtain your latest Fund Credit value from the Principal Officer.
Request a Life Annuity quote from the Principal Officer. The Principal Officer will
provide you with the quote and the Retirement Options documents.
By appointment, the Principal Officer will discuss the two options available, or a
combination of both, and walk you through the Annuity Calculator.
Discuss your options with your financial advisor.
A follow-up appointment can be made with the Principal Officer to discuss any
final questions and uncertainties.



Process at date of retirement

All documentation should reach Alexander Forbes before the 7th of the month following
your date of retirement. Don’t leave it to the last minute!

Retirement
Notification Form

Retirement 
Option Form

Indemnity
Form





Need more help?

Contact your Principal Officer, Jeffrey Mokadi, if you plan to retire in the near future.

Tel (012) 429 2521/2747

Email mokadmj@unisa.ac.za

mailto:mokadmj@unisa.ac.za


Any questions?



Thank you for 
your attendance!
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