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RETIREMENT BENEFIT COUNSELLING 
 

This counselling document sets out the retirement benefit payment options availed by the MEU Retirement Fund 

(the “Fund”) on your retirement from the employer and /or the Fund. The document only provides information 

regarding these benefits and does not provide advice, as each member’s personal circumstances are different, and 

you should take advice from a properly qualified and registered financial advisor before making any benefit decisions. 

You may utilise your Fund Credit in one of four ways as set out below, provided that for Option 1 or Option 2 you may 

take a portion of your benefit in cash (as explained on the next page) with the balance used to purchase an annuity: 

Option 1 Option 2 Option 3 Option 4 

Purchase an 

annuity based 

on the MEU 

Fund’s annuity 

strategy 

Purchase an 

annuity of your 

choice 

Transfer your 

retirement benefit to a 

Preservation Fund or a 

Retirement Annuity 

Fund 

Defer retirement 

from the Fund 

 

RETIREMENT FROM EMPLOYMENT AND RETIREMENT FROM THE FUND 
 

Retirement from the Fund may be considered separately from retirement from employment. Members who retire 

from employment may not wish to receive their retirement benefit from the Fund immediately, e.g. if they have 

other assets they can live on or if they take up some other employment in retirement. 

Such members may elect to delay their retirement from the Fund and only receive their retirement benefits from the 

Fund at a later date (in other words, defer their retirement from the Fund to a date later than their retirement from 

employment). Deferred retirement (Option 4) is only permitted on retirement from employment, i.e. deferred 

retirement is not permitted on exit from employment for any other reason such as resignation or dismissal (although 

such members may elect to become paid-up members in the Fund). 

 A member may only elect to become a deferred retiree if he or she has at least two years of membership of the Fund 

at the date of retirement from employment. The election to become a deferred retiree must be in writing and 

received within six months of the date of retirement from employment. 

WHAT IS AN ANNUITY? 
 

Although it sounds complicated, annuity is just the monthly income you receive after retirement (like your monthly 

salary you currently receive from your employer) in return for paying your retirement benefit to an insurance company. 

The amount of the monthly annuity is dependent on a number of issues, including the amount of your retirement 

benefit, how much of your retirement benefit you take in cash (the maximum that may be taken in cash is explained 

on the next page), any increases to the annuity over time, whether the annuity is guaranteed to be paid for a minimum 

period of time (even if you have died in the interim) and whether the annuity continues to someone else (such as your 

spouse) on your death. 

tel:011


Page | 2  

 

Annuities come in two broad formats, namely life annuities and living annuities: 

▪ Life annuities are annuities which are guaranteed to be paid for as long as you live, even if this is to a very 
old age, such as age 100. Various conditions may apply to such annuities, such as guaranteed payment 
periods, spouse’s continuation annuities and any increases to the annuity over time.  

▪ Living annuities (or drawdown annuities) work like a bank account where you choose how much income to 
draw each month within limits set by legislation. Any capital amount remaining on your death will be 
available to your dependants, but there is also the possibility that you may draw all your capital before you 
die and then have no annuity to live on.  
 

YOU CAN TAKE A PORTION OF YOUR RETIREMENT BENEFIT IN CASH  
 
In terms of the Income Tax Act, restrictions apply in respect of the maximum amount that may be taken in cash on 
retirement and the minimum amount of the retirement benefit that must be used to purchase an annuity, as follows. 
Note that this only applies when you retire from the Fund and purchase an annuity. 
 

Maximum that may be taken in cash Minimum that must be used to purchase an 
annuity Full Savings Pot - 

Full Vested Lump Sum Pot - 

⅓ Vested Annuity Pot ⅔ Vested Annuity Pot 

- Full Retirement Pot 

 
However, if the minimum amount that must be used to purchase an annuity (as reflected above) is less than R165 

000, you may take your full retirement benefit in cash. 

Remember that any portion of your retirement benefit that you take in cash will result in a lower monthly annuity 

that you can purchase with the balance of your retirement benefit. For example, if your full retirement benefit will 

purchase a pension of R9 000 per month, then if you take, say, one-third of your retirement benefit in cash, the 

balance will only purchase an annuity of R6 000 per month. 

OPTIONS AT RETIREMENT 
 

 
OPTION 1: PURCHASE AN ANNUITY BASED ON THE FUND’S ANNUITY STRATEGY 
 
The Fund’s annuity strategy is a life annuity which targets future annuity increases equal to 80% of inflation. The 
Fund has negotiated favorable terms with Momentum. The details of the annuity are:  
 

▪ Momentum – Golden Income With Profit Annuity (3% PRI category) underwritten by Momentum 
Metropolitan Life Limited.  

 

 
Annual annuity increase 
Momentum declares annuity increases December each year. The assets backing the annuities are invested on a 
basis which is targeted (but not guaranteed), to provide an annuity increase of about 80% of inflation each year. 
 
The annuity increases awarded over the last 10 years have been as follows: 
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Commissions and product fees 
▪ No initial or recurring commissions are payable on this annuity arrangement unlike retail annuities you 

get through brokers and financial planners.  
 

▪ The fees taken into account in determining your initial annuity are currently as follows: 
 

 
 

            Monthly annuity amounts are shown net of the monthly administration fees. 

 

Spouse’s pension  

If you are married when you retire, you can make provision for your annuity to continue to your wife or husband 

at 75% of your monthly annuity when you die. Note that your initial monthly annuity will be lower than a similar 

annuity for an unmarried person with the same retirement benefit to allow for the cost of the spouse’s 

continuation annuity. 

Example: Say you were receiving R9 000 per month, then on your death, your spouse will receive R6 750 per 

month for the rest of his or her life, subject to annual increases that targets 80% of inflation over the spouses’ 

lifetime 
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Guaranteed period: 

Your annuity is guaranteed to be paid for at least 10 years, even if you (or both you and your spouse if you are 

married) die within the 10-year period. The balance of the 10-year annuity payments will be paid out to your 

dependants either as a lump sum or they may select to continue receiving the monthly annuities over the 

remaining period.  

 

Example: If you are unmarried and die two years after retirement, the balance of 8 years can be paid in a lump 
sum, or your beneficiaries may choose to receive the annuities monthly over the remaining 8 years. 

 

Annuity quotes: 

There is no cost to get a quote for the monthly annuity that you could purchase from Momentum with your 

retirement benefit. There is also no requirement to accept the quote if you are not satisfied with any features 

of the annuity (it is a no-fee, no obligation quote).  

 
A quote from Momentum is available to you before or when you complete your retirement application 
documents with your HR Department. Indicative quotes may be requested even 3 months before your retirement 
to get an indication of the amounts payable as you consider different options. You may also request further 
quotes with different benefits, e.g., a 60% or 50% continuation pension for your spouse or a 20-year guaranteed 
period.  
 
If you would like to get a quote, please contact your Human Resources department, the Principal Officer or the 
administrator of the Fund to assist with the process. The pre-retirement quotation form may be sent through to 
the Fund mailbox on MEU@momentum.co.za  

 

OPTION 2: PURCHASE AN ANNUITY OF YOUR CHOICE 

You may elect to purchase a life annuity (other than the Fund’s annuity strategy set out in Option 1) or a 

living annuity in a format and from a provider of your choice. If you elect to purchase such an annuity, you 

should ensure that the format of the annuity meets your personal requirements with regard to such issues 

as: 

▪ an annuity (income) payable for the rest of your life, 

▪ annual annuity increases (to counter the effects of inflation), 

▪ a guaranteed period, 

▪ a spouse’s continuation annuity. 
Initial and ongoing commissions may be payable to your financial advisor in respect of such annuities. 

 

OPTION 3: TRANSFER YOUR RETIREMENT BENEFIT 
 
On retirement, you may elect to transfer your full Fund Credit to a Preservation Fund or a Retirement Annuity 
Fund. You will not be permitted to take a Savings Pot withdrawal as part of the transfer, but you will be permitted 
to take withdrawals from your Savings Pot in the Preservation Fund or Retirement Annuity Fund, as applicable. 
You will only be permitted to subsequently retire, and not resign, from that Fund. 
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OPTION 4: DEFER RETIREMENT FROM THE FUND 

On retirement from employment, you may elect to defer your retirement from the Fund, in which event: 

▪ Your Fund Credit shall remain invested in the same investment portfolio, that is the Multi- Manager 

Smooth Growth Fund. 

▪ Your Fund Credit will remain allocated in the same Pots as prior to retirement. You will not be permitted 
to take a Savings Pot withdrawal as part of the deferment election, but you will be permitted to take 
withdrawals from your Savings Pot once you become a deferred retiree. 

▪ You will not be covered for the insured multiple of pensionable salary death and disability benefits. 

▪ Any amounts owed by you, e.g. in terms of a valid court order, will be deducted from your Fund Credit 

in the Fund at the date of your retirement from employment. 

 

During the period of deferred retirement 
The period from your date of retirement from employment until you elect to take your retirement benefit from 
the Fund is referred to as the period of deferred retirement. During this period, you will be treated on the same 
basis as a contributory member in most respects, except for the following: 
 

1. During this period, you will be treated on the same basis as a contributory member in most respects, 
except for the following:  
▪ You may not make any contributions to the Fund or transfer any benefits into the Fund, nor will 

the employer make any contributions to the Fund in respect of you. 
▪ You will not be covered for any of the risk benefits, that is, death, disability, and funeral cover.  

 
2. The R350.00 per month fee will change once the BOT has decided on the fee to be charged for Two Pot 

Category 2 members.  
 

3. You shall continue to have access to the Member Portal, the Fund’s internet-based “live” system for 
tracking your Fund benefits and general information such as the Fund’s investments, Rules, 
communication, etc., during the period of deferred retirement.  

 
4. You shall not be entitled to withdraw part or all of your Fund Credit (other than any amount in your 

Savings Pot) during the period of deferred retirement. 
 

5. It is very important for you to update your contact details with the Fund should they change during the 
period of deferred retirement. The Fund will otherwise have no way to communicate with you. If the 
Fund is required to spend costs to trace you or your dependants, such costs may be deducted from your 
Fund Credit. 

 

Death during the period of deferred retirement 
Should you die during the period of deferred retirement, your Fund Credit shall be payable to your dependants, 
nominated beneficiaries, or your estate as is required by legislation. Currently, the requirements are that the 
Trustees of the Fund must allocate your benefit as they deem appropriate between your various dependants, 
having regard to your nomination of beneficiary form. 

 

Retirement from the fund 
Subject to any changes in legislation in this regard, you may elect to retire from the Fund at any age after deferring 
your retirement benefit. On retirement from the Fund, your benefit shall be your Fund Credit. 
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The same conditions and options shall apply as for members who take their retirement benefits at the date of 
retirement from employment, i.e., Options 1,2, and 3 above are available to you. 
 
As for members who take their retirement benefits at the date of retirement from employment, you shall be 
entitled to elect to receive the commission-free annuity quotes facilitated by the Fund. There is no obligation to 
accept these quotes. 

 

TAXATION OF BENEFITS ON RETIREMENT 
 

Any portion of your benefit taken in cash on retirement (including any amount from your Savings Pot) will be taxed 

in accordance with the appropriate tax scales, and you will only receive the net benefit. The current tax tables are as 

follows: 

RETIREMENT, RETRENCHMENT, OR DEATH 

Benefit value Tax payable 

R0 to R550 000 None 

R550 001 to R770 000 18% of the amount above R550 000 

 

R770 001 to R1 155 000 
R39 600 plus 

27% of the amount above R770 000 

 

R1 155 001 and above 
R143 550 plus 

36% of the amount above R1 155 000 

 

Should you have already received a retrenchment benefit or taken benefits in cash from a previous Retirement Funds, 

these amounts will be taken into account in determining the tax payable on the portion of your Fund Credit paid in 

cash. 

Any portion of your benefit used to purchase an annuity on retirement will not be subject to tax as part of the annuity 

purchase. The annuity itself, however, will be taxed as income. 

If you elect to transfer your full retirement Fund Credit or to become a deferred retiree in the Fund, no tax is payable 

at the time of transfer or deferment. Tax, as set out above, will apply at the time you elect to receive your retirement 

benefit. 

You are recommended to take advice from a properly qualified and registered financial advisor before making any 

benefit decisions. F BENEFITS ON RETIREMENTAXATION OF BENEFITS ON RTIREMENT 

STATE OLD AGE PENSION (SOAP) 
 

The State Old Age Pension is payable to South Africans, subject to a number of conditions, including: 

▪ Must be a South African citizen, permanent resident or refugee, 

▪ Must be resident in South Africa, 

▪ Must be over age 60, and 

▪ Subject to a means test for the person and his or her spouse. 
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The full social grant of R2,180.00 per month (R2,200.00 in respect of people over age 75) is payable if your income 

and assets are below a certain level. A portion of the social grant is payable if your income and assets are within 

the range of the means test. No social grant is payable if your income and assets are above the upper level of 

the means test. 

You are recommended to contact the South African Social Security Agency (SASSA) to find out more about 

any social grants you may be entitled to. 

 

(Effective date: 1 September 2024) 


