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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.



• Retirement needs

• Risks one faces at 
retirement

• Choices available

• Taxation

• Key features of the 
different pension options  

• Types of annuities available

• Costs

• What you need to do next 
and who to ask for help

Today’s topics and retirement planning process
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Objective of this seminar

• To motivate you to pro-actively manage your future savings leading 
up to retirement

• To help you make informed decisions at retirement

• To ensure a better understanding of:

 The different types of pensions available 

 The things to look out for when deciding 

• which pension best suits you



Your retirement needs

You generally need at least

75% of your final salary as a 
pension 

How do you achieve this?



Important formula to follow over the long term

Contributions

Min: 15 %

35 years

4.0% 
real 

return



Establishing your retirement needs

Basic needs 
(survival)

• Accommodation
• Food
• Clothing
• Transport 
• Medical 

Expenses

Luxury needs

• Holidays

• Things you desire

Very few people retire with enough money to meet their luxury needs.



Risks you face in retirement

THREE MAIN RISKS

• Investment risk 

Chance investment return earned insufficient to provide 
reasonable income 

• Inflation risk

Inflation reduces buying power of pension 

• Risk of living too long

Life expectancy on average 77-80 years



Life expectancy table

With improving medicine and research you may even live longer!



Choices available to you

• Taking your entire amount as a cash lump sum

OR

• Taking part of your retirement capital in cash and converting the rest into 
a pension

OR

• Taking no cash and converting your entire retirement capital into a 
pension

NB: Legislation allows you to leave your money in the Fund until such time 
as you make a final decision – no need to rush into a decision 



Become a deferred pensioner

• Your benefit is retained in the UNISARF – you make no contributions and 
you do not receive a pension - merely “parking” your benefit in the Fund 
until such time (no later than 75) that you retire

•  Investment strategy of your choice – available range of choice in the 
UNISARF

• Not entitled to any death and disability benefits – on your death before 
you retire- benefit distributed by the Board of Trustees to your 
beneficiaries



What about taxation?

Monthly Pension:
• Taxed as per income tax tables if monthly pension exceeds tax 

threshold 

Lump sum on retirement Rate of Tax

Not exceeding R500 000 0% tax

R500 001 to R700 000 18% of the amount exceeding R500 000

R700 001 up to R1050 000 R36 000 plus 27% of amount exceeding R700 000

R1 050 001 and upwards R130 500 plus 36% of amount exceeding R1 050 000



Pension options

• Life Annuity 

• Living Annuity

• Combination of a Life and Living Annuity

Can purchase the pension from the UNISARF or from 
an outside provider



Life Annuity from UNISARF
• Pension calculated at retirement is guaranteed for the rest of ones life

• On your death a spouse pension is payable - you can choose either 50% 

or 75% (default) of your pension to be paid to your surviving spouse for 

the rest of her/his life - choice cannot be changed at a later stage 
• Your beneficiaries will receive the pension for the minimum period elected (5 

or 10 years) should both you and your spouse both die within this period –

the default is 5 years

• The pension provides for future pensions targeted to be 50% of headline 

inflation over the long term- with profit annuity (explained in next slide)

• Require no investment expertise- Fund manages assets

• Has a low cost structure R111.30 p.m (including VAT) from the UNISARF 

– outside providers will charge lots more



How the with-profit annuity works
• Pension is secured budgeting for investment returns of 6% p.a. 

• The annual pension increase each year will be calculated as:

The smoothed investment returns earned on all the pensioner money invested in 

this pool 

Plus/Minus

Any profits (or losses) incurred on account of pensioners living shorter (or longer) 

than allowed

Less

 The 6% p.a. return already taken into account in calculating the monthly pension 

• Average increase over past 5 years: 5.14% p.a. (average inflation: 5.48% p.a) – some 

94% of inflation –far above long term goal of 50% of inflation

If investment returns are poor a nil pension increase is possible 



Example of with-profit annuity from the UNISARF

If the net smoothed investment return in a particular year 
is 13% p.a. and there are no mortality and/or expense 
profits or losses, your pension increase could be 7% 

The 7% is calculated as follows: 

13% - 6% (the assumed investment returns earned)

The increase is determined by the profits and losses of the 
pensioner pool: hence the name “with-profit pension”.



Different types of life annuity available 

outside the  UNISARF

• Level pension

• Guaranteed escalation pension

• With-profit pension

• Inflation guaranteed pension

Fundamental difference is how they provide for future pension 
increases!



How a Living Annuity works

Living Annuity 
Account



Key features of a Living Annuity 

• You decide how money is invested – however, there is a default investment strategy

• You decide how much pension to draw-down each year  (between 2.5% and 17.5% of the balance in 
your Living Annuity Capital Account) – can choose yearly on the anniversary of your retirement

• The UNISARF  limits the draw-down you may take based on your age as follows:

Retirement up to or between: 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% 

A Motivation for consideration by 
the Board of Trustees is required 

should you require more



Key features of a Living Annuity

• Spouse stands in your place if you die, then dependent 
children and finally independent children (inheritability)

• Important to complete a beneficiary nomination form

• Risk you could run out of money (poor investment returns, 
too large draw down, you and spouse live too long)

• Higher cost structure (pay for advice, more complex 
administration)

• Can convert to a Life Annuity before age 75– may purchase a 
life annuity from the UNISARF or an outside service provider

• If you have both a  living and life annuity from the Fund, you 
may only convert this to a life annuity from the Fund



Rules/conditions applicable to living annuitants 

from the UNISARF
• If the living annuity amount in account is below (or at any time reduces to below) 

twice the capital required to purchase the then State Old Age Pension - have to 
purchase a life or living annuity from an insurer 

• Limitation imposed to ensure you/your spouse do not become a burden on the State

• You should have a minimum capital value of R1.5 million to apply for a living annuity

• Provided that this condition is met member can apply his/her retirement capital to 
secure any combination of a life and living annuity within the UNISARF

• The Income Tax Act (GN18) currently prohibits a member to split his or her pension 
between the Fund and an outside insurer (i.e. the full pension must be secured 
either from the Fund or from an insurer) 



Living Annuity investment portfolios

• You may invest your retirement capital in one or more of the same investment 
channels offered to active members – same conditions and limitations will apply

• May revise your choice monthly – can also opt in to default option 

• Investment portfolios include:

 Inflation Target Portfolio

 Stable Portfolio

 Income Protection Portfolio

 Shari’ah portfolio

• There is a default portfolio for a living annuity - and should you not choose where 
your money is invested, the default investment strategy –as set out in next slide 
will be applied to your living annuity capital account



Living Annuity default investment strategy

age Inflation Target 
Portfolio

Stable Portfolio

Younger than 80 100% 0%

80 50% 50%

81 40% 60%

82 30% 70%

83 20% 80%

84 10% 90%

85 and older 0% 100%



Living Annuity investment costs 

TOTAL EXPENSE RATIO

Portfolio Excluding 
performance fee

Including 
performance fee

Inflation Target 0.6% 0.8%

Stable 0.5% 0.6%

Income 
protection

0.2% 0.2%

Huge savings compared to the retail market



Living Annuity operational costs 

UNISARF - same costs apply to all members regardless of capital value in the Living Annuity 
account

• Initial Nil

• Ongoing R243.33 per member per month (includes VAT)

Retail (This is based on the best case-scenario and are not exact fees)  example below based on 
R1m in living annuity account

• Initial: 1% (can vary anywhere between 1% - 2% plus)

• Ongoing 0.75% of first R250 000

0.50% of next R500 000

0.25% of the balance

Initial:  +/- R10 000 Plus VAT (R11 500 )

Ongoing: R5 000 per annum Plus VAT (R5750 per annum)

Note: On-going financial advisory fees are not included above



Life Annuity overview – pros and cons

• Predictability

• Guarantee

• For Life (no Mortality Risk) 

• No investment responsibility 
Pros:

• No Flexibility

• Rate determined at 1 point 

• Lack of inheritability
Cons:



Living Annuity overview – pros and cons

• Flexibility to design investment   
strategy

• Inheritability for dependants

• Can out-pace inflation

• Can adjust income according to need

• Can secure a life annuity before age 75

Pros:

• Risk of capital depletion   

• Longevity risk

• Risk of drawing down too much

• Market risk 

Cons:



What to do next

• If you are close to retirement and you would like to know more 
about purchasing an annuity from the Fund, the Principal Officer 
will be available to answer your questions

• The Principal Officer will only provide information (and not 
advice) about the pension options available from the Fund

• If you are in any doubt about how you should progress with your 
election, please obtain advice from an independent financial 
advisor



Retirement process Obtain form 

(HR –AD 500)

Complete form and 
submit via line 
management

HR obtains approval

Informs employee –
provide forms

Employee: Consult 
Principal Officer and/or 

Personal Financial 
Advisor – Complete 

forms

HR receives completed 
forms

Salaries adds average 
salary

HR submits to 
Alexander Forbes

Alexander Forbes 
obtains tax clearance

Member enjoys 
Retirement

Decision to Retire



Disclaimer

This presentation has been prepared for future retirees of the 
UNISARF. The presentation does not constitute advice by the Fund 
and/or Willis Towers Watson and is provided for information 
purposes only

Choosing the right pension at retirement is a complex matter. Of 
necessity some simplifications have been used in this presentation 

Members are encouraged to seek expert advice from a duly 
licensed financial advisor before making their final decision



Thank you for 
your attendance! 


