
What is it?

An RA is the most tax-efficient retirement savings 
investment structure available to South African 

individuals. Think of it as a one-person 
pension fund.

Disclaimer:

All information and opinions provided are of a general nature and are not intended to address the circumstances of any particular individual or entity. We are not acting and do not purport to act in any 
way as an advisor or in a fiduciary capacity. No one should act upon such information or opinion without appropriate professional advice after a thorough examination of a particular situation. We endeav-
our to provide accurate and timely information, but we make no representation or warranty, express or implied, with respect to the correctness, accuracy or completeness of the information and opinions. 
We do not undertake to update, modify or amend the information on a frequent basis or to advise any person if such information subsequently becomes inaccurate. Any representation or opinion is 
provided for information purposes only. Bobats Insurance Brokers is an Authorised Financial Service Provider. FSP (#8201).
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Who is it for?   

         Individuals who wish to build up retirement 
savings in a secure and disciplined manner

	 •Employed	persons,	when	your	employer	
does not offer (or does not make 

contributions to) a retirement fund structure

RA contributions are
100% tax deductible
(receive up to 45% of
your contributions 
back as a tax refund 
every year)

No taxes on capital 
growth or income 
(rental income, 
dividends, interest) 
for the duration of 
the investment

Estate duty free 
(pay no taxes on the 
investment value 
upon death) 

Tax deductions on 
annual contributions 
are limited to the 
lesser of:
- 27.5% of your income
- R350 000 per annum

Limited liquidity 
(monies cannot be 
accessed before 
your age 55)

At retirement (after 
age 55), a maximum 
of one third of the 
investment value may 
be paid out in cash, 
subject to taxation 
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FREE

Check out Sterling Invest (our in-house investment manager) for more information 
regarding these model portfolios - www.sterling.za.com

Invest Across:

RetirementRetirement
AnnuitiesAnnuities

(RA’s)(RA’s)

Asset classesAsset classes 
(equities, property, 
fixed income, cash)

GeographiesGeographies 
(local, offshore
developed &
emerging markets)

Investment styles Investment styles 
(passively managed 
ETF’s, actively 
managed unit trusts 
or custom made 
portfolios)

10 15

Monthly 
Contributions 
(9%)

Investment 
return (60%)

Tax saving
(31%)

7 000 000

6 000 000

5 000 000

4 000 000

3 000 000

1000 000

2000 000

Bob’s RA progression over 30 years 

2 133 932
value added from RA tax savings
(31%of investment value) 2 133 932

4 163 306

595 604

Bobs’s RA investment value: 6 892 842

Total monthly contributions:
595 604

Local & Offshore 
Equities

Allocation

Offshore

Property

Percent Allocation Limits

75%

30%

25%

The key elements of 
Regulation 28 impose the 

following asset class & 
geographical allocation 

limits to your RA to ensure 
widespread diversification
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These 2 graphs dissect his RA’s 
portfolio	value	into	monthly	

contributions,	investment	returns	&	
tax	savings	over	the	30	year	period

Assumptions:
12% annualised return = 6% capital growth + 

3% property/interest income + 
3% dividend income

Tax rates = effective CGT rate (14%), dividend 
witholding tax rate (20%), marginal income 

tax rate (35%) 

Bob invests R 5 000 per month over the next 30 years into a diversified investment portfolio 
within an RA that generates an annualised return of 12% per annum. He increases this 

contribution by 5% every year over the 30 years .
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Insuring your Human Capital

PPS Income Protection

Income protection is an insurance policy which pays out a monthly income if you 
are unable to perform your usual professional duties due to an injury, illness or 
accident. It is made up of 2 benefits: 

	• temporary sickness, which covers you for the first 24 months of a claim event

	• permanent incapacity, which covers you for longer-term claim events till 
retirement age 

Here’s a real-life example of Bob*, who 
has been a PPS member for the past 
41 years. In the graph, we show his PPS 
premiums paid to date and the value 
he has received from them (income 
protection claims paid so far plus his 
latest profit share account value):

	• Professionals and businesspeople who wish to 
insure their future employment income stream till 
retirement age

	• Professionals and businesspeople who do not have 
alternate income sources to fund ongoing living 
expenses if they are unable to work

Who is it for?

Disclaimer:
All information and opinions provided are of a general nature and are not intended to address the circumstances of any particular individual or entity. We are not acting and do not purport to act in 
any way as an advisor or in a fiduciary capacity. No one should act upon such information or opinion without appropriate professional advice after a thorough examination of a particular situation. We 
endeavour to provide accurate and timely information, but we make no representation or warranty, express or implied, with respect to the correctness, accuracy or completeness of the information 
and opinions. We do not undertake to update, modify or amend the information on a frequent basis or to advise any person if such information subsequently becomes inaccurate. Any representation 
or opinion is provided for information purposes only. Bobats Insurance Brokers is an Authorised Financial Service Provider. FSP (#8201).

Income  Income  
ProtectionProtection

There are various 
premium patterns 

to choose from when 
paying for your 

policy (see premium 
patterns below)

Based on your health 
at policy inception 

during underwriting, 
you may incur 

loadings (increased 
premiums) or suffer 

exclusions (no cover) 
for pre-existing 

conditions

The monthly income 
from employment 
and your ongoing 

living expenses are 
used to determine the 

appropriate level of 
cover you need

Based on 
your personal 

circumstances, 
there are various 

rider benefits and 
boosters you can add 

on to your policy

You need to be off work 
for a certain period of 
time before you can 

make a claim. This is 
called a waiting period 

and it ranges from 7 
days up to 6 months

Who will you rely on to take care of your ongoing living expenses if you experience an injury, illness or 
accident that renders you unable to work?

You do not want to become a burden to your family nor your employer. You cannot rely on Government. 
Their current disability grant is woefully inadequate and cannot be relied on to fund your lifestyle.

This is where Income Protection comes in. 
Think of it as your own, personally funded, social welfare system. 
It allows you to insure your biggest "unseen asset", your future paychecks from employment.

The following key variables need to be considered for each income protection policy:

We work closely with PPS, a provider of income protection benefits for professionals. PPS members are 
part shareholders of PPS itself. PPS members earn a share of PPS’s actuarial profits yearly instead of 
it being paid out as dividends, as is the case with traditional insurance companies. These profits are 
invested into the markets via a Profit Share Account, which grows in value over a PPS member’s lifetime.

Income protection insures your human capital from policy 
inception to retirement age (blue shaded area)

HUMAN CAPITAL
An individual’s 
ability to earn and 
save money which 
diminishes over 
time

FINANCIAL CAPITAL
An individual’s total 
saved assets

Retirement Date

Premium Pattern Comparisons
AGE RELATED
premiums 
increase at an 
increasing rate

LEVEL
premiums do 
not change 

FIXED INCREASE
premiums 
increase at a 
fixed rate 

Premiums paid R1 038 384

R330 607

R1 680 011

Claim payouts received

PPS Profit Share Value

Bob has paid R 1038 384 in premiums to PPS so far

Bob has received back nearly double in value (R 2010 618) 
via the growth of his PPS Profit Share Account (R1 680 011)
and income protection claims (R 330 607) * not his real name

Insurance

Age 25     45       65 85 100
1 5 10 15 20 25

Years since policy inception
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