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RETIREMENT FUNDING OPPORTUNITIES

A Retirement Annuity (RA) Fund managed by BoE Private Clients is a personal retirement plan which enables you to save tax-effectively 
for your future needs. It is an ideal way to supplement your existing retirement savings if you earn non-pensionable taxable income (also 
called “non-retirement funding” income). Non-pensionable taxable income includes:

 �� All earnings of tax payers who are not members of pension or provident funds; 
 �� Earnings of members of pension or provident funds where such earnings are defined as non-pensionable income; and 
 �� For both such members and non-members, it also includes bonuses, share option gains, director’s fees, certain allowances and 
also taxable income from portfolio or property investments. 

TAX INCENTIVES
  �� Up to 15% of non-pensionable taxable earnings can be invested in RA’s and deducted from taxable income. Please see the 
example below to understand how this benefit helps to reduce tax and enhance wealth. 
 �� Coupled with the tax deduction on the contributions, there is no tax payable on either the capital gains resulting from invest-
ment growth or on the income earned (such as interest, net rental income and foreign dividends) within the RA. The tax benefit 
within the fund comes into effect immediately, enhancing your capital at retirement. On retirement, the lump sum tax-free 
component has been increased with reduced average tax rates applied to the taxable portion. 
 �� Whilst the eventual proceeds on retirement from the fund are subject to tax, this is deferred in the first instance and the al-
lowances are relatively generous. This means that the tax rates on your receipts (be they as capital in the form of a lump-sum 
“cash” payment or as income in the form of annuity payments) should always be less than the current rate applicable to such 
contributions. 
 �� The legislative changes to the Income Tax Act also make RA’s an attractive estate duty-free investment. 

EXAMPLE SHOWING INDICATIVE TAX AND NET WEALTH BENEFITS 
USING NON-PENSIONABLE TAXABLE INCOME OF  R1 000 000 PER ANNUM:

 Rand
Without RA1. 
Non-pensionable income 1 000 000
Less: normal tax at 40%  -400 000 
Net after-tax income   600 000
Net wealth (after-tax income 600 000 + no investment)  600 000 

With RA2. 
Non-pensionable income 1 000 000
Less: Contribution to RA at maximum 15% -150 000
Taxable income  850 000
Less: normal tax at 40% -340 000
Net after-tax income   510 000
Net wealth (after-tax income 510 000 + 150 000 investment) 660 000 

 �� As shown above, the R150 000 contribution to the RA is subsidized (in the form of reduced tax) and reduces the tax payable 
by R60 000 from R400 000 to R340 000. In effect, this means that it only costs R90 000 (after tax) to create an investment 
of R150 000. 
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 NEW GENERATION RETIREMENT SAVINGS VEHICLES

 �� We offer the full set of retirement savings vehicles, including Living Annuities, Pension and Provident Preservation Funds 
and RA’s. All of these investments are flexible, cost-effective and transparent. 
 �� Our RA investments utilising unit trusts are designed to provide the following benefits: 

 �� A wide choice of investment options, including a leading range of BoE fund of funds, BoE single strategy unit trusts 
across all asset classes, and select third party unit trusts; 
 �� Low minimum investment amounts required, providing a convenient and accessible option for many investors; 
 �� The freedom to stop and restart your contributions and/or switch between recommended investment options as your 
circumstances change - without incurring any penalties.

 �� BoE Private Clients is proud to extend the flexibility of its bespoke segregated portfolio management to retirement funding 
vehicles (including Living Annuities, Preservation Funds and RA’s) in the form of Personal Share Portfolios (or “PSPs”), 
subject to certain minimum amounts. This means that you may enhance and consolidate your savings through owning a 
unique direct portfolio of shares within any of these three investment vehicles as required. This offering enables sensible 
financial planning and portfolio construction across both discretionary and compulsory (i.e. retirement) savings. 
 �� You may retire from the RA after your 55th birthday, or earlier if you are permanently disabled due to illness or injury. You 
may also access your funds if you should emigrate prior to age 55 and remit the after-tax proceeds offshore without being 
penalised. 
 �� Pricing, transparency and reporting are all aligned and managed as per a normal investment portfolio - this means no initial 
fees, a sliding scale investment management fee and detailed reporting.

CURRENT MARKET ENVIRONMENT 
 
Financial markets have shown yet again that in the space of a few years the journey an investor takes towards their investment goals 
can entail substantial pain and pleasure. Investors` wealth may well have been materially eroded during 2007 and 2008; those 
very same savings could have bounced back sharply through to early 2011. BoE Private Clients is not factoring in prospects for 
continued and broad growth in risky assets of the same magnitude and in such a short space of time as seen recently. We do however 
encourage ongoing savings throughout economic cycles. We believe that there are opportunities for investors across all investment 
strategies with appropriate time horizons to enter the market on a selective basis into growth assets, namely via exposure to quality 
equities and listed property. Given the retirement vehicles available through BoE Private Clients and the very nature of RA’s, your 
portfolio manager is able to express the house view seamlessly and with the flexibility to adjust exposures amongst all asset classes, 
without being constrained by tax considerations and near- term market fluctuations. 
 
It is important to note that 28 February 2011 is this tax-year’s deadline for you to take advantage of the tax benefit on your 
Retirement Annuity contributions. If you are interested in contributing to an RA, be it to top-up an existing investment or to start 
investing into a new RA, time is of the essence in order to complete the process ahead of the tax year-end.


