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PAYMENT OPTIONS

When you leave the service of your employer before your 

retirement date, you will receive a minimum  benefit (Share of 

Fund) as determined by the Pension Funds Act.  A minimum 

benefit calculation  will be done by the Actuary to ensure that you 

don’t receive less than your full Share of Fund.

 If you leave the Scheme, you will automatically become a Paid-Up 

member of the Scheme after 120 days, unless you actively elect 

another option. This is the Scheme’s Default Preservation strategy 

that is in line with the new Default Regulations. 

When you become Paid-Up you will be known as a Preserver 

member in terms of the Rules of the Fund.  You will not be allowed 

to split funds, i.e. take a portion in cash and preserve the rest in 

the Fund. The split-funding is only available if you preserve outside 

the Fund. 

As an in-Fund Preserver member, you will also not be allowed to 

contribute monthly to the Fund and the insured benefits (death 

and disability ) will fall away. 

 If you decide to take your withdrawal benefit (and not to become 

a Paid-Up/Preserver member) you have 4 payment options:

 

You may transfer the benefit to a retirement annuity 

(RA)

You may transfer to a pension preservation fund 

You may transfer the benefit to your new employer’s 

fund 

You may take the benefit in cash
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This flyer provides information about your options when leaving 
before retirement age. Please consider your options carefully and 
make sure you understand the cost implications and the tax you 
may have to pay if you decide to take cash from the Fund. Your 
decision to exit from the Scheme could be due to:

Resignation

Retrenchment

Dismissal, or

Abscondment

It will be wise to consider 
preserving your Share of 

Fund/withdrawal benefit until 
you retire. A cash withdrawal 

may be attractive at this 
stage, but may influence your 
retirement plans negatively in 

the future..
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REMEMBER:
Should you transfer to a school participating in the ISASA Pension Scheme,  your Share of Fund will  be 

transferred to your new employer’s section of the ISASA Pension Scheme. The transferred amount will be 

used to purchase past service in Part I as the Part I Scheme is a Defined Benefit Scheme.

If you become a Part II member, it will be added to your Accumulated Credit.

PRESERVATION FUND
A preservation fund preserves your benefits until retirement.  You may also choose a preservation fund from any insurer of your 
choice. 
ADVANTAGES

No tax is payable on the transfer of the money.
You may make one cash withdrawal (which could be the whole balance) before the age of 55 years. 
You may choose a retirement date that suits your needs - no official retirement age.

DISADVANTAGES
You cannot make contributions to a preservation fund.

YOUR NEW EMPLOYER’S FUND
Provided the new Fund’s Rules allow for the transfer.
ADVANTAGES

No tax is payable on the transfer of the money to a provident or pension fund.
You and your new employer will continue to make contributions to your Fund.
You will benefit from the lower costs of an occupational fund.

DISADVANTAGES
You do not have access to the money while you are employed.

RETIREMENT ANNUITY (RA)
Retirement annuity funds are similar to pension funds but geared for individuals. 
ADVANTAGES

No tax is payable on the transfer of the money.
You can continue to make contributions to the RA if you wish.
This product is exempt from estate duty and protected by law against claims by creditors.

DISADVANTAGES
You cannot access the money before your 55th birthday.
At retirement you can only take 1/3rd of the money as a cash lump sum and the balance must be taken as a pension.

BECOMING A PAID-UP/PRESERVER MEMBER OF THE SCHEME
When you become a Preserver member your benefit remains invested in the Scheme and will continue to grow until you inform the 
Scheme that you want to have your benefit paid.  A Preserver member does not make contributions to the Scheme and will not be 
covered for insured benefits, i.e. death and disability benefits. 

The Scheme is a non-profit legal entity for the benefit of members. However, it does have expenses and to make sure that all 
members, including Preserver members of the Scheme pay their fair share of the Scheme expenses, these members will pay a fixed 
monthly expense contribution, funded from their Share of Fund, as determined by the Actuary, periodically.
ADVANTAGES

You will be taking advantage of favourable investment fees;
You will have peace of mind that your savings are being looked after by a well-governed fund with capable trustees;
You will not have to pay commissions or upfront investment fees as would be the case if you moved the money to a 
preservation or retirement annuity fund.

DISADVANTAGES
You cannot make a partial withdrawal.

PRESERVING THE BENEFIT
Your benefit can be preserved and kept in the retirement funding system by:

Or, transferring to:
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TAKING THE BENEFIT IN CASH
ADVANTAGES

Taking your withdrawal benefit in cash has NO advantages apart from having cash to pay off debts.
DISADVANTAGES

You will pay tax on the cash you take as only the first R25 000 is tax-free (see tax table below).
You will never be able to make up the capital loss your retirement funding pool will suffer.
You will now have to make additional savings for your retirement, to make up any shortfall.

TAX TABLE WHEN TAKING CASH

The tax-free threshold of R25 000 and tax table will be cumulative and will apply to the total amount of

your withdrawals from funds in your lifetime.

Lump sum withdrawal benefit Tax Liability

R0 to R25 000 0%

R25 001 to R660 000 18% of the amount above R25 000

R660 001 to R990 000 R114 300 + 27% of the amount above R600 000

R990 001 and above R203 400 + 36% of the amount above R900 000

GENERAL NOTES

DIVORCE

If there is a Divorce Order against part of your Scheme benefit, 

the Scheme is obliged to settle the value of the Divorce Order 

before paying any benefits to you. Thus, if you elect to transfer your 

benefit to a preservation or retirement annuity fund, the value of 

the divorce agreement will be deducted from your benefit before 

the balance is transferred.

HOME LOANS

If you have a Housing Guarantee provided by the Scheme, the 

outstanding value of the guarantee will be deducted from your 

withdrawal benefit, before any part of the withdrawal benefit is 

paid to you. You are liable for the income tax that must be paid as 

a result of the settlement of the housing guarantee. Thus, if you 

elect to transfer your benefit to a preservation or retirement 

annuity fund, tax will be deducted from the benefit in respect of 

the housing guarantee before the balance is transferred.
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WHO TO CONTACT?
Members have access to the following channels for enquiries and 
management of retirement funding issues:

You may log onto www.isasapensionfund.co.za for more 
information. Make sure you view the Fund’s three videos.

Old Mutual Website http://www.oldmutual.co.za/about-us/
self-help-services/online-secure-services.aspx  This enables 
you to have access to your retirement funding via the 
Internet.

Old Mutual Service Centre number: 0860 455 455
This enables you to make telephonic enquiries with regard 
to your accumulated credit.

Old Mutual e-mail address: isasa@oldmutual.com 
This enables you to make electronic enquiries with regard to 
your accumulated credit.

Old Mutual fax number: (021) 509-2564. This enables you 
to enquire in writing with regard to your accumulated credit.

HOW TO CLAIM YOUR BENEFIT 
FROM ISASA PENSION SCHEME?

Go to your Bursar/HR Department

Complete the Withdrawal Notification Form

Please ensure the following documents are attached to your 

Withdrawal Notification Form:

A certified copy of your Identity Document (ID).

A copy of a utility bill (in order to FICA you). 

A copy of a bank statement/cancelled cheque to confirm your 

banking details in the case of a cash withdrawal.

Original certified copy of Divorce Order (if applicable).

Preservation Fund/Retirement Annuity forms (including the 

financial advisor’s/broker’s name and contact details) or a 

letter stating your intention to transfer the full or part of the 

withdrawal benefit containing the institution’s contact details 

and policy details (if applicable).

Latest statement of home loan if applicable.

Your benefits should be paid within four weeks after receipt of all 
relevant documents.

WHY PRESERVATION IS 
IMPORTANT

Research shows that the average person in South Africa can only 
replace 28% of their salary with a pension income at retirement. 
This means that if you were earning R10 000 per month before 
retirement – your retirement capital would only be able to buy a 
pension income equal to R2 800 per month.

WHY IS THIS PERCENTAGE SO LOW?
There are a couple of factors but the main challenge is that most 
South Africans do not preserve their benefits when they change 
jobs. They take their withdrawal benefit in cash and spend it to 
pay off short-term debt, such as cars, holidays, etc. This is often 
referred to as savings leakage.

You must remember that the average retiree needs around 12 
to 16 times his/her final year’s annual salary to be able to retire 
relatively comfortably. It takes a long time to build up so much 
capital. By taking your fund benefit in cash, rather than preserving 
it, you take the risk of not having enough retirement capital when 
you retire.

Another way to look at it is that in order to retire comfortably 
at age 60, you need to save at least 17.5% of your salary, for at 
least 35 years, invested largely in growth assets (such as shares). 
The savings period is extremely important. Every time you change 
jobs and take the money in cash to spend, you are shortening the 
savings period. The shorter the savings period the worse off you 
will be.

Shortening the savings period by just 5 years reduces the retirement 
benefit significantly. Preserving your fund benefits every time you 
change jobs will give you the best chance of retiring comfortably.

DID YOU KNOW?
Your retirement savings in the first 10 

years of your working life (i.e. assuming 
you contribute for 30 years), could 

contribute towards 50% of your pension.
Cashing these in when you change jobs meansgiving away half 

of your retirement savings.
Preserving your benefits when you exit the Scheme 
is the smart choice. You can preserve your benefits 

by transferring to your new employer’s fund, to a 
Preservation Fund or to a RA.

http://www.isasapensionfund.co.za
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