
ACCESS YOUR OWN VALUES ONLINE

THE YEAR THAT WAS... AND THE YEAR TO COME

INVESTMENT RETURNS ARE AVAILABLE
You can see your latest returns on page 2 and on our 
website. Go to: 
http://www.uctrf.co.za/52/P/Latest-Investment-Returns

WELCOME
Dear Living Annuitant

We are pleased to provide you with your 
annual newsletter, with updates on notices 
and developments concerning the Living 
Annuities offered by the University of Cape 
Town Retirement Fund. 

Once of these is your Annual Income 
Adjustment Letters, which are on their 
way to you.  You are once again given the 
opportunity to revise your income.  This 
is an important decision and we urge you 
to consult with your accredited personal 
financial advisor before completing your 
form. 

We also provide feedback regarding the 
AGM and the Fund’s financial status. Take a 
moment to read on and remain an informed 
member of the Fund, in the interests of your 
financial well-being.

Ms Olivia van der Hoven
Principal Officer

The Retirement Fund Web  
(www.retirementfundweb.
co.za) allows all living 
annuitants with state-of-the-art 
retirement fund administration 
processes and access to their 
values via the Internet. 
                    

Read more on page 7

Read more about all the 
noteworthy events that took 
place in 2014, as well as highlights 
to diarise for next year.
2014 retrospective:

Read more on page 2
2015 annual forms:

Read more on page 3

                         

Newsletter
Living Annuities 2014

Fund Contact Details

Street Address: Room 134, Bremner Building, Lovers’ Walk, Rondebosch
Postal Address: University of Cape Town, Private Bag X3, Rondebosch 7701
Email: uctrf-enquiries@uct.ac.za
Telephone: 021 650 2934 Scan to visit Fund’s 

website on your 
mobile.

ANNUAL INCOME CHANGE 
FORM INFORMATION

ANNUAL FINANCIAL 
STATEMENTS

P4P9



PAGE 2

2014 ANNUAL GENERAL MEETING
 
The topics addressed at this year’s AGM were:

• Changes to the Fund and Retirement Reform;
• Pension Options at Retirement: Living Annuities and Life Annuities;
• The latest Investment Review and the Latest Investment Returns.

An AGM report was made available to all living annuitants who attended the  
meeting and in this issue you will find all you need to know about your Fund.

You can download this report at:  www.uctrf.co.za 

INVESTMENT RETURNS

Income Fund
(Portfolio A)

Smoothed 
Bonus Fund:    
(Portfolio B)

Balanced 
Fund

(Portfolio C)

Shari’ah Fund
(Portfolio D)

November 2014*

Net return 0.54% 1.21% 0.95% -0.16%

Year to date 5.9% 18.7% 13.3% 7.3%

last year ending November 2014*

Net return 6.5% 20.6% 15.7% 9.2 %

Less inflation 6.3% 6.3% 6.3% 6.3%

Net real return 0.2% 14.3% 9.4% 2.9%

last 3 years p.a. ended November 2014*

Net return 6.4% 16.2% 14.6% 12.6%

Less inflation 5.8% 5.8% 5.8% 5.8%

Net real return 0.6% 10.4% 8.8% 6.8%

http://uctrf.co.za/useruploads/files/agm_report_september_2014_final.pdf
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LETTERS ON ANNUITY OPTIONS AND QUOTES
 
You would have recently received a letter from the UCTRF regarding our 
new practice of obtaining life annuity quotes for all living annuitants who 
may wish to review their pension arrangements. 

The reason for the UCTRF offering this to our Living Annuitants was mainly;

1. For you to review the appropriateness of the UCTRF living annuity for 
your retirement needs as the Trustees believe that all living annuitants 
should regularly review whether the current vehicle remains the most 
appropriate to meet their needs in retirement,

2. To inform you of the ability to convert the living annuity into a guaranteed life annuity, and
3. To briefly explain the difference between living and life annuities, and some of the considerations 

which you should take into account in your ongoing review of the suitability of your living annuity.

When is a living annuity inappropriate?
In the view of Trustees, living annuities may be an appropriate vehicle if the following apply:

• You are NOT willing to tolerate the possibility that your pension from this source may run out at some 
point before your death, AND

• You are not happy or able to carry the responsibility of making decisions about your pension (investment 
and amount) continually until you die (possibly at the age of 90+),

Regular review should be prompted by the fact that your circumstances may change in retirement: for 
example, you may have taken alternative employment after retirement which has now come to an end, or 
you may be less comfortable with the prospect of continuing to make investment and drawdown decisions 
late in retirement. You may accordingly wish to consider the possibility of converting your living annuity 
to a life annuity.

The primary advantages of a life annuity:

1. The Pension is guaranteed to be paid for life, and in accordance with your wishes regarding the 
guarantee term and provision for your spouse, 

2. You never make any other decisions regarding investments or income choices,
3. You don’t carry any investment or longevity risk.

This may be a good option for you (compared to the living annuity) if any of the following apply:

• You want a guarantee that your pension will be paid for the rest of your life and not run out.  
• You are in good health and expect to live longer than most people of your age.
• Your children are not financially dependent on your estate, or will be financially independent within 

the next few years. 
• You don’t want the responsibility of making decisions about your pension (investment and amount) 

continually until you die (possibly at the age of 90+).

To summarise briefly the key features of the different types of annuities available:

• Living annuity – you make the decisions (around where the money is invested and how much annual 
pension you take), have the most flexibility and have the least guarantee that your pension will last 
until your death. You bear the investment risk and the risk of living too long!
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• Inflation linked life annuity – this is a pension which is guaranteed for life. The initial pension amount 
is determined by the insurer and is guaranteed to increase with inflation. The insurer bears both the 
investment and the longevity risk.

• With profits life annuity – pension which is guaranteed to be paid for life. The initial pension amount 
is determined by the insurer. The pension increases are determined by the insurer and are linked to 
investment performance – the pension can never be reduced. You bear some of the investment risk, 
but the insurer bears the longevity risk (i.e. the risk that you will live longer than expected).

It may be that your review of your circumstances leads you to the conclusion that your living annuity 
remains the vehicle best suited to meet your needs in retirement.

If however you would like the UCTRF to obtain life annuity quotes for you, please advise the Principal 
Officer, Ms Olivia van der Hoven. 

ANNUAL INCOME ADJUSTMENT LETTERS

INCOME DRAWDOWN ELECTION – CHANGES TO THE LETTERS

As you know, every year a living annuitant must elect the rate at which he 
or she wishes to draw down in capital built up in the UCTRF living annuity. 
Letters for living annuitants with 1 January anniversaries will shortly be 
going out, and if you receive one of these, you will notice a few differences 
from the format of the letters sent out in the past. The most important of 
these relates to the maximum drawdown: the Rules of the Fund require the 
Actuary to determine a drawdown rate for each member which is set as a 
maximum at a level beyond which it is expected that retirement capital will 
be depleted very rapidly. This is part of the Trustees’ obligation to try and 
ensure, without unduly restricting the rights of living annuitants to manage 
and make decisions over their hard-earned retirement savings, that provide 
an income for life.

It has however been of some concern to the Trustees that some living annuitants have used this as a 
beacon for responsible drawdown, concluding that as long as they are drawing down at a lower rate, the 
sustainability of their retirement savings should be assured. In fact, the Trustees have always recommended 
that living annuitants draw down at a much lower rate than this, indeed at as low a rate as is consistent 
with meeting the financial demands of their retirement circumstances. We have therefore supplemented 
the letter this year with a (lower) recommended maximum drawdown rate, and encourage all living 
annuitants to use this, where feasible, as an upper limit on their drawdowns.

The Trustees understand, however, that circumstances, especially temporary pressures, may make it 
impossible to keep drawdown rates as low as each living annuitant would otherwise aim to do. There may 
even be some living annuitants who feel that for the next year, a rate in excess of the Actuary’s maximum is 
required. As before, living annuitants who wish to exceed the Actuary’s maximum must sign a declaration 
confirming that they understand the implications of their choice and have taken financial advice on the 
issue, as required under the Rules of the Fund. Note that this declaration must also be signed by the 
financial adviser who has provided this advice, and where relevant, by the living annuitant’s spouse.

Any questions relating to the drawdown letter and related choices may be directed to the UCTRF Principal 
Officer at Olivia.vanderhoven@uct.ac.za.
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THE IMPORTANCE OF CHOOSING A LOW ENOUGH DRAWDOWN RATE

Here’s something to think about: the purpose of your living annuity is to 
provide you with an income for life, to provide for your needs throughout 
retirement. This means that you want your income to be at a level which 
meets your needs in the early years, and increases with inflation as you age. 
One simple way of thinking about your drawdown rate is this: if you draw 
down at a rate which exceeds the real return on your retirement capital (i.e. 
after adjusting for inflation), your capital will reduce in real terms, and hence 
a higher drawdown rate will be needed the following year to maintain your 
real income.

There is of course a limit to how high this drawdown rate can increase: at some 
point you will reach the Actuary’s maximum rate, and either have to leave 
your drawdown rate at that level accepting a lower real income each year, or 

continue to increase it despite the Actuary’s warning. But there is a limit even to this: tax regulations will 
not permit you to ever draw down more than 17.5% of your capital. Once you hit this point, you are almost 
certainly going to be facing sharply declining real income.

The graph below illustrates the point: the red lines show projected real income assuming a 10% initial 
drawdown rate, and the blue lines are based on a 5% initial drawdown, while the solid lines allow for a 
real return of 4% (which is probably quite optimistic for the long-term) and the dotted lines are based 
on a more realistic 2.5% real return. In all cases, it is assumed that the drawdown each year is chosen to 
maintain the real income level, until the 17.5% maximum is reached.

The solid blue line shows that drawing down just a little more than the real rate of return allows for real 
income to be maintained throughout the 30-year period of this projection. However, the dotted blue line 
shows that if real return doesn’t keep fairly close to the 5% drawdown rate, a point is reached (in this case 
after 21 years) at which real income starts to reduce. The picture is far worse for the 10% drawdown rate: 
with a 2.5% real return, real income starts to reduce after only 5 years, and even with a 4% real return it is 
maintained for only an extra couple of years.
 

The message is clear: for a living annuity to last throughout a potentially long retirement, the drawdown 
rate needs to be kept at a reasonable level. Of course, this picture doesn’t show the capital remaining on 
death, which is one of the major advantages of a living annuity, but it should never be forgotten that as an 
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objective, capital preservation for dependants should be secondary to maintaining income for the living 
annuitant.

The Fund’s Principal Officer, Olivia van der Hoven, will be happy to show you the projected impact of 
alternative drawdown strategies for your particular circumstances.

HAVE YOU UPDATED YOUR NOMINATION OF BENEFICIARY FORMS?

The Nomination of Beneficiary Form is a form on which you indicate to whom your death benefit must 
be paid. These forms are available on the Fund’s website. It is important to update these forms whenever 
your beneficiaries and/or dependants change, and to make sure they are up-to-date before you embark 
upon your annual vacation.

IMPORTANT:  You need to update one form for your UCTRF benefit.

To find out more about this process, go to www.uctrf.co.za or click here

THE YEAR AHEAD: ANNUAL BENEFIT STATEMENTS

At least once a year, all Funds have to issue a formal benefit statement. This is 
a statement that shows you a summary of all your benefits in the Funds.

The benefit statement pack will go out in February 2015. This will include the 
benefit statement, investment portfolio statement, investment performance 
figures and investment guides. The first investment switching opportunity is 
on 1 April 2015. Living annuitants will also receive an Investment Option Form 
that they should complete if they wish to change their current investment 
choice.

INVESTMENT CHOICE ROADSHOWS

In February 2015, you will also be able to attend an Investment roadshow to provide living annuitants with 
more information on the Fund’s investment portfolios and the latest performance of these portfolios.

Topics of the Presentation: 

The presentation will be limited to half an hour to allow time for questions and further discussion on the 
following topics:

• A survey of the performance of the last year and the past five year performance

• The impact of the Income Draw Down Amount (DPA) on capital value and future income

• The importance of updating nomination of beneficiaries forms

The date of the Living Annuitants Roadshow will be available early in 2015 and be communicated and 
regular communication will be available via the Fund’s website at www.uctrf.co.za

!

http://www.uctrf.co.za/92/P/Living-Annuitants
http://www.uctrf.co.za/92/P/Living-Annuitants
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LIVING ANNUITANT MATTERS

Retirement Fund Web (www.retirementfundweb.co.za): Access your own values online
The Retirement Fund Web provides all the living annuitants with state-of-the-art retirement fund 
administration processes and living annuitant communication tools via the Internet. The web allows living 
annuitants to access their retirement fund benefits and related information. A pin-code for each user 
ensures confidentiality and security of living annuitant information. 
Portfolio B daily pricing: If you are invested in Portfolio B, you might have noticed a difference in the 
calculations on the Retirement Fund Web. Portfolio B is a monthly bonus product. The values as at a 
month end were only updated during the following month, so values were always outdated. The Fund 
decided to allocate these monthly bonuses (which are declared by Momentum in advance) on a daily 
basis.  The unit price always used to be R1.  The change in unit price also meant that the number of units 
had to be adjusted as the: Price x Number of Units = Total Portfolio Value
This has no influence on your fund value, as your value is still calculated by Momentum and is reconciled 
monthly to the value on the Retirement Fund Web.  Any differences in month end values, that might arise 
due to timing, will be processed as adjustments on the Retirement Fund Web.

FINANCIAL ADVICE – QUESTIONS TO ASK THE ADVISOR
The role of the financial advisor has become increasingly important. Now, more than ever, it is vital to 
know that the person you entrust with your financial future has your best interests at heart.  Make sure 
that the guidance you receive is from a reputable and ethical expert by asking the right questions.

Question   Are you independent or tied to an insurer?

Answer: An independent financial advisor can advise on and sell products from any provider across 
the market. This allows you to compare a variety of products and decide on those that best suits your 
needs.

Question   How much will I pay?

Answer: Advisors who secure commissions may apply a different payment structure to advisors who 
work on a fee basis. Some advisors use a combination of commissions and fees to calculate the cost 
of their services.Discuss the benefits and disadvantages of all payment methods with your advisor and 
establish upfront the basis upon which you will work with your advisor.

Question   What qualifications do you have?  

Answer: You should ensure that your advisor is Financial Advisory and Intermediary Services (FAIS)-
licensed. As a consumer, you are now better protected as emphasis has been placed on putting client 
interests first, and ensuring the quality of service and advice.

Question   How do you determine my specific needs? 

Answer: A good financial advisor will look at your needs and potential risks over the long term — 
assessing everything from your future goals to life cover, critical illness and disability, income protection, 
retirement, savings, investing, and healthcare funding. They should also look at how your will interacts 
with your financial plan.  Your advisor may also call on specialists to look at specific areas of your financial 
plan. For example, he may call a legal expert to look at your will, or a tax expert to look at the tax 
implications of your estate. A good advisor will always support the need to bring in specialists, especially 
with complex portfolios, to ensure that all your bases are covered and all consequences considered. 
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Question    How will you communicate with me and how often?

Answer: The regularity with which you meet will depend on your goals. These should be agreed upon at 
the outset. If your objective is simply to implement a simple risk insurance solution, such as bond cover 
and a long-term retirement annuity to supplement your company pension scheme, then an annual 
update may be adequate.

If you are more goal-driven in terms of your finances — perhaps with aspirations to retire young and 
wealthy, or to leave your job within five years to start your own business — your needs will be very 
different.

It is also important to consider “trigger events” such as retrenchment, divorce, or additions to the family. 
Any change in circumstance can alter your risk and should be evaluated as part of your financial plan 
and strategy.

  
  Question     May I contact some of your existing clients for a reference?

Answer: Word of mouth is the best way of establishing your advisor’s reputation for service. It’s also 
worth looking at the Financial Planning Institute (FPI)’s website (http://www.fpi.co.za/) for background 
information and to establish whether your advisor is a member of the FPI.

FUND FINANCES

ACTUARIAL VALUATION AS AT 30 JUNE 2013

The UCTRF undergoes a formal process to confirm 
that the Fund has assets (investments) to meet all 
liabilities (pay all the members of the Funds). This 
report is issued by the Valuator and is referred 
to as the Actuarial Valuation. The latest actuarial 
valuation was prepared as at 30 June 2013 and looks 
at both assets and liabilities, and the adequacy of 
the reserve funds that are held in addition to the 
members’ funds.

A summary of the results: 

The financial position of the Fund is set out below.

Consolidated  accounts 30 June 2013
Adjusted fair value of assets R 2,809mil 
Less: Member liabilities (including pensioners) R 2,792mil 
Less: Contingency Reserves R 18 mil
Surplus in Main Account R 0

Funding  level  excluding  contingency  reserves 100.0%
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ANNUAL FINANCIAL STATEMENTS

Every  year  all  Pension  and  Provident  Funds  have  to  submit  audited  financial statements to the FSB.   
This is to ensure that the Fund is in a healthy financial position and holds Funds to meet the liabilities to 
living annuitants. It is the pleasure of the Trustees to present to living annuitants the Fund’s latest financial 
information and the latest AFS are available on the website.

Statement of changes in net assets and funds for the University of Cape Town Retirement Fund for the 
period ended 30 June 2014

Total 2014 
(R’mil)

Total 2013
(R’mil)

ASSETS
Non-current assets 3,611,796,032 2,830,486,706
Investments 3,607,913,781 2,826,323,380
Investments supporting unclaimed benefits 3,882,251 4,163,326
Current assets
Cash and money market funds 9,051,094 34,698,146

Total assets 3,620,847,126 2,865,184,852

FUNDS AND LIABILITIES
Members’ funds and surplus account 3,170,677,181 2,533,207,261
Members’ individual accounts 3,167,437,417 2,519,780,953
Amounts to be allocated 642,913 844,928
Beneficiaries term annuity policies 2,596,851 12,581,380

Reserves
Reserve accounts 386,733,172 277,445,122

Total funds and reserves 3,557,410,353 2,810,652,383

Non-current liabilities
Unclaimed benefits 5,162,234 4,163,326

Current liabilities 58,274,539 50,369,143
Transfers payable 426,340 3,226,579
Benefits payable 57,339,290 46,390,280
Accounts payable 508,909 752,284

Total funds and liabilities 3,620,847,126 2,865,184,852

To view the full audited financial statements go to www.uctrf.co.za or click here.

http://uctrf.co.za/useruploads/files/university_of_cape_town_retirement_fund_financial_statements_-_signed_2014.pdf
http://uctrf.co.za/useruploads/files/university_of_cape_town_retirement_fund_financial_statements_-_signed_2014.pdf

