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We are delighted to present the results of our fifth retirement fund industry 
survey. The findings are based on responses received from 100 funds, with 
total assets of R375 billion.

Our retirement fund specialist group designed and conducted the survey. 
Naturally, many questions were retained from previous surveys to enable us to 
identify and benchmark unfolding trends, and new questions were introduced 
in order to understand how funds are reacting to industry changes. 

This report covers three broad focus areas:

• fund officials’ activities and their remuneration;

• board member education; and

• retirement fund reform.

2015 ended with extreme volatility in local and global markets. The Rand 
weakened to its lowest level, with only a marginal recovery in the first quarter 
of 2016. It can truly be said that the retirement fund landscape is changing, 
even though certain aspects of retirement fund reform have been postponed, 
pending further deliberation between labour and government. Boards of funds 
(‘boards’) have to embrace change, set clear strategic objectives and address 
the needs and well-being of their members.

Good corporate governance is the key to the well-being of any organisation. 
By applying the principles of King III and King IV (draft), boards will be better 
positioned for the challenges that lie ahead.

I wish to thank all respondents for their generous contribution of time, 
information and insights that made this report possible.

As with previous surveys, individual responses will remain confidential. 
However, if there is some way we could have analysed aspects of the data 
that would be of special interest to you, please do not hesitate to contact us. 
If practical, we shall gladly seek to extract such information for you on an 
aggregate basis.

Gert Kapp 
Retirement Funds Leader 
PwC Africa

13 June 2016
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Salient features of the  
survey
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Funds that participated (count)
2016 2014 2012 2010

Stand-alone funds 66 116 153 143

Specialist funds (preservation, 
retirement annuity, umbrella, 
unclaimed benefit and beneficiary 
funds)

34 67 75 100

Total funds 100 183 228 243

Asset base of respondents  (R billion)
2016 2014 2012 2010

Stand-alone funds 101 303 338 166

Specialist funds 274 289 370 141

Total funds 375 592 708 307

Board member representation among respondents
Total board 
members

Professional 
board 
members

Professional 
board 
members as 
percentage 
of total board 
members

Average 
number of 
members per 
board

Stand-alone funds 490 35 7% 8

Specialist funds 215 53 25% 6

Proportion of funds that remunerated some or all board members
2016 2014 2012 2010

Stand-alone funds 39% 28% 23% 23%

Specialist funds 90% 90% 91% 78%

Proportion of funds that used professional principal officers
2016 2014 2012 2010

Stand-alone funds 31% 28% 23% 23%

Specialist funds 77% 90% 91% 78%

Fund size
Small (assets of less than R50 million) 9%

Medium (assets of between R50 million and R1 billion) 46%

Large (assets of R1 billion or more) 45%
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Fund officials and their 
remuneration

Overview of funds, transactions, balances and 
membership that boards of funds look after
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Statistics for the South African retirement fund industry

The key purpose of retirement funds is to provide members with different types 
of benefits at times when they need it most.

In terms of the Pension Fund Act 24 of 1956, the board of fund for a retirement 
fund is responsible for directing, controlling and overseeing the operations of 
the fund in accordance with the applicable laws and rules of the fund.

The following statistics on the retirement fund industry in South Africa were 
extracted from the Financial Services Board’s recent annual report:

2015 2014 2013 2012 2011 2010
Number of funds

Active 2 023 2 110 2 271 2 541 3 160 *

Inactive (pending closure or 
transfer)

3 116 3 022 3 584 6 350 6 872 *

Total 5 139 5 132 5 855 8 891 10 032 10 125

Membership (‘000) * * * 15 005 13 750 12 298

R billion R billion R billion R billion R billion R billion

Contributions * * * 160 143 129

Benefits * * * 164 148 141

Assets under management 3 200 * * 2 749 2 430 2 198

Source: Financial Services Board 2013, 2014 and 2015 annual reports

Notes:

• These statistics include the Government Employees Pension Fund (GEPF), 
Telkom, Transnet and the majority of registered funds. 

• Statistics marked (*) were not presented.

It is clear from the sheer scale of the above that the boards of funds bear 
extensive responsibilities in terms of meeting both legal requirements and 
members’ expectations.

The obvious question to ask is: Should board members be remunerated for 
their efforts and, if so, what are the related matters to consider?

We explore this subject further in the following section.
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Figure 1: Remuneration of board members (fund type)

Q Are board members remunerated for acting on the board or any board 
subcommittee?
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In our 2010 and 2012 surveys, 45% of funds indicated that they remunerated 
some or all of their board members. This percentage increased to 50% in 2014 
and, continuing with the trend, went up to 55% in 2016. 

In general, a similar increase or in some cases a slightly higher percentage 
increase  of funds in the different categories remunerated their board 
members.

As with previous surveys, if respondents indicated that board members were 
not remunerated, we asked them to indicate why. In the majority of cases 
the reason given was that such board members were already employed by 
the employer, sponsor or administrator and no additional remuneration was 
considered necessary. The categories of board members that seem more 
likely to be remunerated are independent board members and pensioner 
representatives.
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Figure 2: Remuneration of principal officers

Q Are principal officers remunerated for their services to the fund?

As was expected, the majority of large funds still remunerate their principal 
officer. Small and medium stand-alone funds do not tend to remunerate 
their principal officer as this position is often filled by an employee of the 
participating employer.

Figure 3: Responsibility for setting remuneration

Q Who is responsible for setting the level of board member remuneration?

Boards or board subcommittees are still responsible, in the majority of cases, 
for setting the level of board member remuneration, very similar to the results 
of the 2012 and 2014 surveys. Some of the comments obtained under ‘Other’ 
included the use of remuneration specialists and remuneration benchmarking. 
Although these specialists may initially be used, in all likelihood the board will 
have the final say. 
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Figure 4: Frequency of remuneration review

Q How often is the level of remuneration reviewed or benchmarked?
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The responses reflect an increased shift towards the annual review or 
benchmarking of remuneration, with 85% of specialist funds reviewing 
their level of remuneration annually, up from 75% in 2014. This increase is 
supported by the decrease in ad hoc reviews for specialist funds, which is down 
to 8% from 17% in 2014.

Figure 5: Drivers of board member remuneration

Q Which of the following are directly related to the level of board member 
remuneration awarded?

It was interesting to note that qualifications were no longer a key driver. 
Instead, workload seems to be more directly related to remuneration, probably 
due to the increased level of legislation governing funds as well as greater 
complexities in funds.
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Figure 6: Remuneration for attending training

Q Are board members remunerated for attending training?
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In line with our 2012 and 2014 surveys, board members are still not 
remunerated for attending training. We expect that boards may reconsider 
this aspect in future as more focus is being placed on training and education 
requirements of board members.

Figure 7: Link between remuneration and performance

Q Is remuneration linked to the performance of board members?

The majority of board members’ remuneration is not linked to their 
performance on the Board. The increase in the number of respondents who do 
have a performance-linked policy is a move in the right direction.
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Figure 8: Performance assessment

Q Is performance assessed?

A reason for the trend of remuneration of board members not being linked to 
performance could be that board members still don’t have individual objectives 
against which their performance is measured. In 2016, 83% of respondents 
indicated that board members do not have individual objectives, compared 
with 65% in 2014 and 73% in 2012 – a worrying trend. There is definitely some 
work to be done in this area. 

Figure 9: Performance of principal officer

Q Do board members formally assess the performance of the principal officer?
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The exact opposite is true for principal officers, as 74% of respondents 
indicated that their principal officers are being assessed on an annual basis, up 
from 60% in 2014. Only 18% of respondents indicated that no assessment is 
performed, compared with 21% in 2014 and 30% in 2012.
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The level of care provided to members is a key attribute of any board member, 
especially in the umbrella or retail fund environments. It is comforting to note 
that this attribute is recognised through the remuneration model. 

Stand-alone funds are still of the view that remunerating board members does 
not add any significant value.

Figure 11: Areas contributing to increased workload for board 
members

Q What are the key areas contributing to an increased workload for board 
members?

Figure 10: Benefits of paying board members

Q Board members who are remunerated will… 
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As was the case with the 2014 survey, it was interesting to note that the pattern 
again remained virtually unchanged. It is evident that the level of change in 
legislation and the increased complexity of funds keep our board members 
awake at night.
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Figure 12: Time spent on fund affairs by chairperson as board 
chairman

Q What is the average number of hours per year the chairperson spends conducting 
fund affairs as board chair?
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In figures 12 to 15, we analyse the average number of hours that chairpersons 
and board members spend each year serving on the main board and board 
subcommittees in comparison with the results of our 2014 survey. In general, 
the trend is that more hours are spent by chairpersons and board members on 
fund affairs. This is to be expected given the increased complexities and ever-
changing legislative requirements of the environment in which funds operate.
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Figure 13: Time spent on fund affairs by chairperson as 
subcommittee member

Q What is the average number of hours per year that the chairperson spends on 
conducting fund affairs as a subcommittee member?

%

2016 2014

Unclaimed benefits fund

Preservation fund

Retirement annuity fund

Umbrella fund – Type B

Umbrella fund – Type A

Stand-alone fund – defined contribution

Stand-alone fund – hybrid (DB and DC members)

Stand-alone fund – defined benefit
DB

H

B

A

DC

48

17

14

44

23

46

43

34

10

44

34

12

60

37

55

28



Retirement fund strategic matters and remuneration survey14 |

32

37

32

30

35

31

28

49

18

23

26

42

49

53

54

65

Retirement annuity fund

Preservation fund

Umbrella fund – Type A

Stand-alone fund – defined contribution

Stand-alone fund – hybrid (DB and DC members)

Stand-alone fund – defined benefit

Umbrella fund – Type B

%

2016 2014

Unclaimed benefits fund

DC

DB

H

B

A

Figure 14: Time spent on fund affairs by board members at board 
level

Q What is the average number of hours per year the board members spend 
conducting fund affairs at the main board level?
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Figure 15: Time spent on fund affairs by board members as 
subcommittee member

Q What is the average number of hours per year the board members spend 
conducting fund affairs at subcommittee level?
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Figure 16: Time spent on fund matters by principal officers

Q How many hours per month does the principal officer dedicate, on average, to 
fund matters?
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As was the case with chairpersons and board members in general, principal 
officers dedicated more time to fund matters than they did in 2014.
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Figure 17: Basis of remuneration for serving on the board

Q What is the basis of remuneration for serving on the board only?
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For specialist funds, in general we noted a trend towards remunerating on 
an hourly and fixed-fee-per-meeting basis, compared with stand-alone funds 
where there is a distinct increase in remunerating board members on an hourly 
basis. In general, board members seem to be remunerated mostly on a fixed-fee 
basis, per meeting, specifically for attending board meetings.

Figure 18: Basis of remuneration for serving on a subcommittee

Q What is the basis of remuneration for serving on a subcommittee only?

 

Board members who attend subcommittee meetings for specialised funds 
tend to be remunerated more on a fixed-fee-per-meeting basis than those who 
attend meetings for stand-alone funds, where there is a trend to remunerate 
more on an hourly basis.
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Figure 19: Basis of principal officer’s remuneration

Q What is the basis of remuneration for serving as principal officer?

We noted similar trends compared with 2014; however, increases from the 
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Figure 20 and 21 depicts the average annual remuneration being earned by 
chairpersons, board members and professional board members, and compares 
specialist funds with stand-alone funds. 

Figure 20: Remuneration of board members for acting on the board

Q What is the range of the average annual remuneration paid per board member 
for serving on the board only?
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Figure 21: Remuneration of board members for serving on 
subcommittees

Q What is the average annual remuneration paid per board member for serving on 
subcommittees?

The table below summarises the survey responses:

Type Specialist funds Stand-alone 
funds

Chairpersons
Average remuneration R153 241 R109 498

Maximum remuneration R1 323 991 R245 440

Board members  

Average remuneration R79 254 R63 028

Maximum remuneration R127 600 R233 500

Professional board members
Average remuneration R50 029 R83 466

Maximum remuneration R182 000 R192 000
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In the table below, we further analyse the basis of remuneration: 

Type Specialist funds Stand-alone 
funds

Chairpersons
Fee per meeting R6 864 R11 362

Rate per hour R2 193 R1 300

Board members
Fee per meeting R6 180 R7 828

Rate per hour R900 R970

Professional board members
Fee per meeting R12 125 R12 925

Rate per hour R3 480 R3 634

Figure 22: Remuneration of principal officers

Q What is the range of the average annual remuneration paid per principal officer 
per fund
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Figure 22 depicts the average annual remuneration being earned by principal 
officers of specialist funds and stand-alone funds. It is common practice for 
professional principal officers to serve on more than one fund.
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The table below summarises the survey responses:

Specialist funds Stand-alone funds
Maximum remuneration R3 500 000 R1 800 000

Average remuneration R570 633 R609 467

In the table below, we further analyse the responses pertaining to principal 
officers.

Type Specialist funds Stand-alone 
funds

Principal officers
Fee per meeting R6 946 R8 335

Rate per hour R1 185 R1 076

General views regarding 
remuneration from 
respondents who were in 
support of remuneration

• The skill provided must be 
remunerated in line with the 
market rate for time spent on fund-
related matters.

• Remuneration, if structured 
properly, may be a good incentive 
to effectively manage the affairs of 
pension and provident funds in the 
country.

• Given that the legislative 
environment is complex and 
constantly changing, the time 
required to get up to speed with 
new legislation, the increased 
fiduciary responsibility placed on 
board members and the increasing 
time required to deal with board 
matters, I do believe that board 
members should be appropriately 
remunerated.

• Guidelines should be issued. 
Professionals such as attorneys and 
actuaries should not be charging 
their normal hourly professional 
rates as they are not acting in 
those professional capacities on a 
board, although they bring their 
experience to the board.

General views regarding 
remuneration from 
respondents who were 
against remuneration

• Remuneration of board members/
principal officers employed by the 
group/participating employer of 
the fund they act on should not 
be allowed. Remuneration tariffs 
should be legislated and funds 
should not be allowed to pay over 
the legislated amounts.

• Members should be paid expenses 
incurred only.

• The size of the fund should be 
taken into account as remuneration 
would only add complexity and 
negotiation work, so to save cost 
and time no remuneration is paid 
to board members.
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Board member education 

Retirement funds’ board members function in a highly 
regulated environment where knowledge is crucial, 
experience is key and intellectual confidence is of the 
utmost importance.
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Being in a fit and proper state as a board member is critical. Receiving proper 
training will equip board members with the skills required to deal with their 
enormous responsibilities. This will also put fund members’ minds at ease, 
knowing that their hard-earned retirement savings are in good hands and well 
looked after. Unfortunately, not all board members have the required skill set 
yet, and those board members could face some very challenging situations, 
decisions and consequences. 

Our survey explored board policies for the training, education and experience 
of board members, and views on preferred training methods and topics. 

On a positive note, 69% of boards have a formal policy that deals with the 
learning and education requirements of board members, compared with 
63% of funds in our 2014 survey. Assessment of the training needs of board 
members remained constant at 75%.

Figure 23:  Learning and education policy

Q Does the Fund have a formal policy dealing with education requirements of 
board members?
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Figure 24: Assessment of learning needs

Q Have the training needs of board members been assessed in the past two years?

Yes No
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Results of our survey indicated that, on average, board members typically 
spend 18 hours a year on training and attending industry events. It was 
disappointing to see that this number has not increased much from the 17 
hours recorded in the 2014 survey. With increased regulatory changes and 
emphasis by the Registrar of Pension Funds on the boards’ duties to protect 
fund members retirement savings, it was expected that more time would be 
allocated to the education of board members.

Board members of retirement funds have a fiduciary responsibility to act in the 
best interests of members of the fund. When things go wrong, the board will 
be the first port of call and will have to answer to the regulator, and therefore 
will be accountable in all respects. While board members may seek advice 
from industry experts and appoint independent professional board members, 
the onus is still on each board member to understand the impact of decisions 
made, policies implemented and controls put in place to protect the fund 
against risks. It is not appropriate to rely on one knowledgeable board member.

The Registrar recognises the need and value of well-governed funds and 
recently issued a draft information circular for comment which deals with 
prescribed training for members of boards of funds in terms of section 7A of 
the Pension Funds Act. Sections 7A(3)(a) and (b) stipulate the following:

(3)(a) A board member appointed or elected in accordance with subsection (1) 
must attain such levels of skills and training as may be prescribed by the registrar 
by notice in the Gazette, within six months from the date of the board member’s 
appointment.

(b) A board member must retain the prescribed levels of skills and training referred 
to in paragraph (a), throughout that board member’s term of appointment. 

As indicated in the information circular, the purpose of the power given to the 
Registrar in terms of section 7A(3) is to improve the governance of retirement 
funds, and should not be seen as a move to replace elected or appointed board 
members with professional board members. Indeed, it is clearly explained that 
it is not the intention that each board member must have the same knowledge 
and skill set in discharging their fiduciary obligation. It is, however, expected 
that each board member should have a minimum level of skill and knowledge 
to engage in all important board discussions. 
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Years of experience 

As expected, independent board members are the most experienced and highly 
educated, and play an important role on the board. It was surprising to see that 
two independent board members in our survey had no tertiary education; this 
lack of education is most probably mitigated by adequate industry experience.

Member-elected and employer-appointed board members’ years of experience 
align closely. Two positive trends are seen in this year’s survey: an increase in 
the number of member-elected board members with more than five years of 
experience, from 66% to 70%, and board members with no tertiary education 
decreasing from 19% to 14% compared with the 2014 survey. 

Figure 25: Board members’ average years of experience

Employer/sponsor Member Independent Principal officer

<1 year 1 - 5 years 5 - 10 years >10 years Not applicable

1 2
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Figure 26: Board members’ average level of education
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The immediate challenge with training is that there are no standards or 
minimum requirements against which to measure the knowledge and skills of 
retirement fund board members. For example, does a chartered accountant 
or actuary already have the required minimum skills to be a member of a 
retirement fund board? 

After consultation with various industry stakeholders, the Registrar proposed 
that this kind of objective measure would best be provided by a special-purpose 
occupational qualification, accredited by the South African Qualifications 
Authority (SAQA). It is proposed that the Financial Services Board (FSB) be 
the development quality partner and that it should work closely with expert 
practitioners and Batseta, the agreed assessment quality partner, to develop an 
occupational profile and training modules.

Many of the functions and responsibilities of the board are often outsourced to 
service providers; however, the ultimate responsibility remains with the board. 
Board members have to ask themselves:

“Am I equipped and knowledgeable enough to understand, review and assess 
compliance by the service providers and the fund to all requirements of the 
Pension Funds Act and other applicable laws and regulations?”
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Areas of training

In this regard, we surveyed about areas in which board members typically 
received training. Fund governance and circular PF130 came out top, with 
roles and responsibilities as a board member in close second. This correlates 
with both the 2012 and 2014 surveys, in which these two areas were also in the 
lead. 

Understanding of investment products and Pension Funds Act requirements 
where both over 10%. Training on Regulation 28 decreased from 13% to 
8%, possibly because boards are now more familiar with Regulation 28 
requirements. There are, however, still a number of draft board notices 
outstanding that deal with aspects such as derivatives and hedge funds, and 
these topics should remain on the agendas of boards. 

It was positive to see that risk management is receiving more attention, with an 
increase from 2% to 8%. Understanding the risks facing each individual fund 
should be the first step in understanding your fund, implementing an adequate 
control environment and setting fund policies which address the unique fund 
risks. Boards should perform an annual risk assessment and take care to not 
see this as a ‘tick-box exercise’ but to give it the attention it needs to direct 
further board decisions.

Concerning to note was the fact that four funds indicated that board members 
had not received any training in the past two years.

Figure 27: Areas in which board members have received training

Q In which areas have board members typically received training?

18

17

11

10

8

8

7

5

5

3

2

2

2

1

1

Fund governance and PF130

Roles and responsibilities as a board member

Understanding of investment products

Pension Funds Act requirements (excluding Regulation 28)

Risk management

Regulation 28 to the Pension Funds Act

Impact of retirement fund reform

Understanding fund rule

Structure of fund benefits and risk benefits

Analysing and understanding the fund’s financial statements

Analysing and understanding the fund’s actuarial valuation and
funding levels

Professionalism and Treating Customers Fairly

Reporting requirements to the Registrar of Pension Funds (other 
than financial statements)

No training

Other

%
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Preferred training methods and providers

Unfortunately, the use of the Regulator training toolkits decreased by 7%. On 
the flipside, classroom training provided by independent training providers has 
gained massive support, almost doubling from 22% to 41%. In recent years, a 
number of training institutions have expanded into the retirement fund space, 
to support the need for independent training. This view was also supported by 
the question on which service providers should be accredited by the Registrar 
as training providers.

Respondents were generally of the view that the cost of training board 
members should be carried by the fund, with only 11% of respondents of the 
view that it should be carried by the participating employers.

Figure 28: Preferred training methods

Q What is the preferred training method used by the board?

%

2016 2014

41

34

16

5

4

22

29

26

12

9

Classroom training/workshops provided by independent
training providers

Electronic distribution of material to be read/completed in own time

Classroom training/workshops provided by fund
administrator/consultants

Training toolkits provided by the regulator

No training methods being used

Figure 29: Accreditation of training providers

Q Who should be accredited by the Financial Services Board as training providers 
to boards?

69

19

10

3

1

Independent

Benefit administrators

Consultants

Auditors

Investment administrators
%

Boards keep up to date with changes impacting the fund and retirement fund 
industry primarily through communications and publications from benefit 
administrators, consultants, auditors and principal officers, highlighting 
the need for and importance of thought leadership initiatives from industry 
specialists.
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Figure 30: Payment for training

Q Who should pay for training?

11

89

Fund Employer

%

21

21

19

12

12

10

5

Communications/publications from consultants, advisors, auditors etc.

Communications/publications from benefit administrator

Communications from principal officer

Communications/publications from investment administrator

Media releases from the regulator and or other financial institutions

Communication from the actuary/valuator

Communication from the actuary/valuator

%

Figure 31: Keeping up to date

Q How does the board keep up to date with changes impacting the fund and the 
retirement fund industry?

The introduction of training initiatives by the Registrar is certainly a step in the 
right direction. The Registrar is seeking to promote willing compliance with 
the new standards and welcomes input from industry. It is therefore positive to 
see that 82% of respondents support this initiative.
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Figure 32: View of prescribed training requirements envisaged by 
the Registrar

Q  What is your view with regards to the prescribed training requirements 
envisaged by the Registrar for board members?

82

9

9

Support the initiative 

Do not support the initiative 

Don't have any knowledge of this

The retirement fund industry is driven by retirement fund reform initiatives, 
the need to improve savings, and the rapidly evolving expectations of 
members. If we consider a few topical matters currently under discussion, 
a vast combination of knowledge and skills is required for board members 
to implement the required new initiatives and steer their funds in the right 
strategic direction on behalf of their members. These matters include:

• deferred membership upon retirement;

• harmonisation of contributions to pension and provident funds;

• introduction of default investment products, annuities and preservation 
options within all funds;

• cost-saving initiatives;

• increased focus on hedge funds and private equity investments; and

• King IV governance principles with specific retirement funds supplement.
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The educational framework has been set by the Regulator. It is now up to the 
boards to embark on a journey of assessing, evaluating and obtaining the skills 
needed to perform their duties with confidence.

Views from our respondents on training and education 

• Most board members are industry-trained and thus need to keep themselves 
abreast of industry developments.

• There are very limited training courses offered, particularly in the coastal 
regions.

• Our board consists of experienced actuaries, auditors and former CEOs with 
extensive experience. They need little further education.

• Whilst formal training is required, the most effective training is through 
questions and thorough explanations given at board meetings.

• A problem is finding time in board members’ very busy schedules to attend 
training. We arrange fund-specific training by outside providers every other 
year that takes account of knowledge already acquired.

• Board members should be required to complete a minimum industry-level 
exam to act on the board.

• Capacity building is essential for continued success of the fund.

• Training comes at a cost that eventually reduces benefits (primary goal of 
the fund). As such, simple-to-use free checklists/toolkits/external oversight 
will provide the most cost-efficient control of fraud and investment goal 
achievement.

• Formal recognition of prior learning is required.

• Independent (professional board members) should pay for their own 
education. Sponsor should pay for ongoing education of sponsor-appointed 
board members.

• Adhering to a well-formulated and regularly monitored education policy 
which is reviewed annually is key to a well-educated board. In our fund, 
individual training programmes for each board member are set according to 
his or her own educational level. The independent principal officer ensures 
individual board member compliance with this policy.

• I do believe that there is a combination of providers needed but all should 
have at least eight years’ practical experience. People only having theoretical 
knowledge and those who have never practically worked in the environment 
being trained should not be accredited to train board members at all.

• There should be more leverage to force board members, especially employer-
nominated members, to undergo training. Employers in the municipal sector 
are not committed to funds in respect of training their nominated board 
members.

• Experience and reliability are the most important attributes.

• Very difficult, specifically for member-elected board members, because 
there are no minimum criteria for becoming a board member.
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Retirement fund reform
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Retirement fund reform has been on the agenda for a number of years. 
Although the final implementation of all aspects seems to remain elusive, there 
has been some progress with implementing the amendments envisioned by the 
Taxation Laws Amendment Act. 

We tried to gauge sentiment towards some of the reform suggestions among 
boards as well as the perceived anticipated impact on members and the 
industry. Below is a summary of our findings.

Figure 33: Percentage of membership affected by contribution 
threshold

Q What percentage of your fund’s membership will exceed the proposed 
contribution threshold of the lower of R350 000 or 27.5% of pensionable earnings 
per annum?

11

8

62

19

>10 5 - 10 <5 0

%

 Of the respondents, 81% have members who will be affected by the new 
maximum contribution limit. Only one-fifth of respondents said they have no 
members who will reach the limit. 

However, as expected, a high percentage of funds (81%) indicated that none 
or less than 5% of their members will exceed the 27,5% limit. Only 11% of 
funds have more than 10% of their members exceeding the limit, while 8% said 
between 5% and 10% of their members will be affected.
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Figure 34: Reasonableness and effectiveness of the threshold

Q Do you believe the threshold is reasonable and will achieve the stated objective of 
reducing the scope for structuring the tax affairs of higher-income earners?

49

19

12

3

2

15

No, there should be no limit in the first place as every pension is
eventually taxed when ‘cashed in’. Members should be encouraged
to save the maximum possible

Yes, any limit is a step in the right direction to improve
equity in income

No. Both the limit is too high and few members will reach it or be
affected, and there should be no limit in the first place as every
pension is eventually taxed when ‘cashed in’. Members should be
encouraged to save the maximum possible

No, the limit is too high and few members will reach it or be affected

Don't know 

Other
%

68

22

5

Funds will continue as before, available to the self-employed and
the public to utilise the maximum contribution threshold

Funds will stagnate over time and be left with paid-up members
only, due to cost constraints and shrinking contributions

Other

Don't know 

5

%

About two-thirds of respondents (64%) said that the threshold is not 
reasonable, with the majority of these (49%) saying members should be 
encouraged to save more, and therefore there should be no limit. Only 19% felt 
it is a step in the right direction to improve equity in income. 

A view shared was that it does not, in fact, improve equity in income because 
lower-income earners need to earn more in the first place. It merely increases 
tax on the wealthy.

An interesting comment made was that the limit makes no difference, as you 
could contribute more to the fund and pay the tax. When you leave or retire, 
you would receive the excess contributions tax-free.

Figure 35: Future of retirement annuity funds

Q What is your view on the future of retirement annuity funds?

 An overwhelming majority of 68% of respondents felt that there will be no 
change in the status quo, and that retirement annuity funds will continue as 
before for those who are self-employed and those whose contributions to funds 
do not yet reach the 27,5% limit. Smaller employer groups that do not wish 
to join umbrella schemes could make good use of retirement annuity funds 
for their employees. There was a view that an increasing trend towards group 
retirement annuities could be expected to give employees more freedom of 
choice.
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78

11

7

3

1

Other

Don't know 

Yes, preservation ensures the spending of the pension is spread
over time

No, each individual should have the choice to decide their own
withdrawal amount, as individual needs are different

No, it should only apply if the total available pension amount is
below a predetermined threshold, guided by the member’s
replacement ratio at retirement

%

Figure 36: Views on ‘one-third cash, two-thirds preservation’ 
principle

Q Do you agree with the ‘one-third cash, two-thirds preservation’ principle 
expected to be legislated?

There was no doubt that preservation is desirable, with the majority of 
respondents (78%) in favour. Comments were made that other retirement 
savings outside the fund should be taken into account, but that this would be 
impractical for board members to undertake. A low percentage (7%) opted for 
a predetermined threshold and only 11% said each member should decide for 
themselves, perhaps indicating that board members are averse to complicating 
the retirement process any further and are rather opting for the known ‘two-
thirds rule’. 

Figure 37: Consideration of reform proposals

Q Has the board considered the following reform proposals during the last 12 
months (indicate all that are applicable)?

%

Default investment portfolios (active members) 

Default investment portfolios (paid-up members) 

In-fund preservation option 

Default annuity option on retirement – in fund 

Default annuity option on retirement – outside fund

None of the above

80

48

36

44

43

11

Boards appear to have been proactive, with only 11% of respondents not 
having considered any of the above reform aspects. However, only the 
default investment option stands out as a priority, with 80% of boards having 
considered a default investment portfolio for active members, and 48% for 
paid-up members. 

The take-up was less enthusiastic for default annuity options, and with no 
apparent preference for considering inside (44%) or outside (43%) annuities 
for the fund. The least consideration was given to in-fund preservation, 
with only 36% of respondents considering this. One can only speculate as to 
whether more board effort to administer ‘in-fund’ annuities and preservation is 
the reason some would rather wait for guidance or legislation before they will 
act. The potential cost savings for members by keeping funds in-house should 
also be considered. 
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Figure 38: Preferred annuity option

Q Assuming a fund annuity option becomes compulsory, which annuity option (in 
fund or outside fund) would be preferable?

%

In fund because of potential cost savings for members on
retirement and better control by trustees.

Outside fund because a 'clean break' from members/beneficiaries
should limit the fund's liabilities and moral obligations.

Outside fund because the trustees have enough duties as it is and
do not wish to deal with the added complexities, such as extra
cost layers and communication.

Outside fund because (own reason)

In fund because (own reason)

Don't know

25

25

25

17

6

2

The majority of boards would prefer annuities outside the fund, with 67% 
preferring either a clean break with members or not wishing to take on more 
board responsibilities and complexities inside the fund. Only 25% thought that 
cost savings can be achieved by allowing in-fund annuities. The general view 
was that in-fund annuities could make sense for defined benefit funds, as the 
structures to determine liabilities were already in place. Reasons given for not 
wanting to entertain in-fund annuities were as follows:

• A preference to keep the fund structures simple and rather negotiate on 
behalf of members with service providers.

• The board does not have the knowledge and expertise to structure annuities.

• Time spent on fund issues would increase, with an extra burden on the 
employer and the board.

• Funds cannot offer specific advice to members.

• Financial institutions already have the capacity and products to deal with 
this effectively.

• Funds cannot be left to deal with longevity risk. 
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Figure 39: Fund rule amendments

Q Has the board made any fund rule amendments to date to accommodate any of 
the proposals in the previous questions?

%

No, awaiting final legislation first

Yes, but in draft only

Yes, all finalised awaiting final legislation to submit

Have not considered at all

62

17

17

4

62% of respondents have not made any rule amendments and rather await 
legislation. A surprising 34% have either drafted rules or are ready to submit 
rule amendments, once legislated. The fact that a third of funds surveyed have 
progressed so far is probably an indication that industry has accepted that 
change is inevitable. 

Figure 40: Strategic options considered in the last 12 months

Q Has the board considered any of the following aspects during the last 12 
months?

59

58

33

24

11

%

Passive investment options/strategy for the fund

Communication strategy for default options to member

Appointment of advisers/counsellors to withdrawing/retiring
members

Joining an umbrella fund, where the above changes can be
dealt with more effectively

None of the above

The two reform aspects at the top of the agenda were the consideration of 
passive investment options (59%) and the communication of default options 
to members (58%). With markets and investment returns slowing down 
in 2015/2016 and a continued focus by the media on costs, the passive-
investment debate could have been expected to gain traction. Default 
investment options were probably the ‘easiest win’ to implement in a long list 
of reform proposals. 

It is positive to note that a third of respondents have considered appointing 
preferred fund advisers to help guide members who are close to retirement. 
Only 24% have considered joining an umbrella fund, where autonomy is 
preferred and costs are perceived to still be reasonably under control. This 
response is probably indicative of the larger size of funds participating in this 
survey.
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Figure 41: Benefits of proposed reforms

Q Do you believe the proposed reforms will result in cost savings to members, better 
preservation and enhanced replacement ratios on retirement? 

76

15

9

Yes No Don’t know

%

It is clear that the majority of funds believe that the reforms will have a positive 
outcome, with 76% agreeing that reforms will result in cost savings, better 
preservation and enhanced replacement ratios, while 9% were unsure and 
15 % disagreed. Unfortunately, the question did not explore the reasons, but 
one can deduce from earlier responses that the proposed preservation is a 
key reason for the positive outlook. This is, of course, in direct contradiction 
to the current pressures experienced by the regulator with implementing 
preservation proposals, and one can only hope that a compromise will be 
reached. 

The costs and effort required by the board for managing ‘in-fund’ options are 
probably the reasons for the negative responses. One should, however, ask 
what the cost impact on members would be over the longer term. It may well 
be that members could benefit, even though immediate implementation costs 
for the fund might seem high. 
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Comments and views on the proposed retirement 
reforms

Viewpoints focused on both the positive and negative outcomes of the reforms, 
although a recurring theme was the cost of implementation. Many believe 
that the ultimate outcome will be a move to umbrella funds, where all reform 
efforts can be managed by one board. 

Comments echoing these sentiments were as follows: 

• The only definite is the cost of fund operations, which increases 
proportionally to the regulation imposed upon funds.

• The capping threshold is resulting in high costs and confusion for members 
and the tax authorities because the rule applies to all members, even those 
who may not contribute that much.

• The tax harmonisation and retirement reforms are creating substantial 
additional costs for funds and employers, which was also the case for the 
Regulation 28 requirements.

• The cost savings sought by the reform will be more than offset by these poor 
proposals.

• Enhanced preservation and replacement YES, but NO to cost savings, this 
will add additional costs.

• Funds will double and triple in size and everyone will move to an umbrella 
fund.

• Stand-alone funds will not exist going forward. Everyone will move to 
umbrella funds.

There was also little enthusiasm for the extra responsibilities implied by the 
reform proposals:

• The additional responsibility of the fund to recommend/set up post-
withdrawal preservation/advice/administration systems creates a cost and 
time burden.

• Appointing advisers/counsellors and default options will increase costs to 
funds and, indirectly, to members. This should rather be a human resources 
responsibility and not a task for funds/boards.

• The fact remains that all the responsibility is suddenly with the board, who 
often do this task as a part-time job.
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Positive comments included the following: 

• It will focus the boards’ attention on the actual retirement process, which 
will be of benefit to members.

• The reforms are long overdue and will compel members to take care of their 
retirement.

• Long-awaited good reform.

Other points raised were as follows:

• A default, nationwide preservation system/fund would reduce the burden 
for people who can't or don't want to ensure their own compliance with 
preservation.

• The reform is not applicable to or has little impact on the administration 
of beneficiary funds and closed funds ‘in run-off’, especially in the case of 
defined benefit funds. There should be certain exemptions for these funds.

• The reform does not address unclaimed and death benefits, which are 
cumbersome to manage and close out.

• All good plans for 5% to 10% of the population, but for the rest it is all 
academic solutions!
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