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10 YEARS AT BENCHMARK ON RETIREMENT REFORM! @

Year Topic

2009 NSSS versus Free Market Retirement Reform

2010  2nd Umbrella Funds Benchmark Study & Charges Analysis
2011 3rd Umbrella Funds Benchmark Study

2012  Reform ... the Umbrella Fund Response

2013 Retirement Fund Charges

2014  Crunch Time for Umbrella Funds

2015 Retirement Reform in Action

2017  South Africa and the EB Industry in 2030

2018  Default Regulations — A Tipping Point



ow do we reform as an
industry?




‘ ‘ Sanlam’s practical solution

going forward is premised on
using all of its intellectual
capital to build the best
multiemployer packaged
retirement savings, risk
insurance and administration

offering in the market , ,



* Harmonisation @
* Defaults
* Increasing preservation

» Decreasing charges
* Industry consolidation
« Sponsor role clearly defined

z o o 9 ... We imagined what the ensuing decade could look like



RAYMOND ACKERMAN @

PICK ‘N PAY FOUNDER

“Doing good is good business”






The Final Scene



®

“It was an unbelievable moment, when you got up from your
stool and delivered the line ... "would you stand up?”

... | suddenly became aware of a rustle in the audience and
turned round to see almost everyone in the room getting to
their feet.

Some people had tears streaming down their faces,
... | have to confess, so did I”

Paul Tomes



®

SHIFT HAPPENS



SANLAM UMBRELLA FUND FIRSTS FROM 2008 )

50% genuinely Pricing simplicity SIM Enhanced Technological No commissions

independent and Tracker investment and — entirely fee for
trustees transparency Balanced Fund automation service




®

Are charges to be considered, or costs? The former concern the actual
levies, administration fees, or policy deductions that reduce the retirement
savings of an individual over their lifetime. The latter refer to the expenses
incurred by the provider of the administration or investment service. For any
given saver, charges and costs are unlikely to be the same. Over time,
however, charges in aggregate are likely to match actual costs
reasonably well, assuming that competition drives down profit to roughly
equivalent levels among providers.

Regardless of these arguments, since the objective of the research is to
determine the effect of these expenses on the retirement savings of the
individual, the measurement of charges is more important than the
determination of the costs incurred in provision of the services. The focus
of this study, for this reason, is on the actual charges levied for services
offered.

Rob Rusconi, 2005



2009 NATIONAL PENSIONS STUDY

“Umbrella schemes need to grow, in order to spread the largely
fixed costs and investment infrastructure. The current

membership of around 786,000 needs to grow to around 1.6m in
\ order to optimise current infrastructure.” )

“Umbrella administrators still need to find 38% savings to
compete with International Reference Group”




SANLAM EMPLOYEE BENEFITS - ADECADE OF EFFICIENCY GAINS @

Administration Costs per member per month (excluding ACA) 2009 v 2019

2009

swaacre R 31 .44
s R 62.37




SANLAM EMPLOYEE BENEFITS - ADECADE OF EFFICIENCY GAINS @

2009 numbers inflation-proofed to 2019

st R 02.23
s R 103.67




SANLAM EMPLOYEE BENEFITS - ADECADE OF EFFICIENCY GAINS @

2019

s R46.80
wmes R 52.30




SANLAM EMPLOYEE BENEFITS - ADECADE OF EFFICIENCY GAINS @

efficiency gains

Standalone + 2 5 0/0
Umbrella + 5 0 0/0




AVERAGE SANLAM UMBRELLA FUND PARTICIPATING EMPLOYER @

Members o7
Assets R 10 million
Assets per member R 176,000




SHARED VALUES

. Price increases
Provider Costs

Down

contained below
inflation

SEB profits
increased almost
fourfold

Enhanced client
service delivery

SEB staff
happier







®

NO ZERO SUM GAME!






TOP 10 COMMERCIAL UMBRELLA FUND SPONSORS (@

o Sponsor | TotalAssets | #Mombers
Old Mutual R 110,836,377,720 442,145
R 79,626,293,231 381,063
e R 52,818,894,445 386,348
R 36,649,408,982 356,613
sanlam R 32,091,496,403 229,380
R 6,710,441,509 13,402
NG R 6,224,142,328 41,718
R 5,630,583,754 36,108
R 3,584,651,424 15,528
10X R 3,499,033,092 32,320

Total R 337,671,322,888 1,934,625



®

R50 BILLION @



Governance design debate — if we started
the law and practice afresh: what should
this look like for umbrella funds
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®

EAC or RSC?




ASISA RETIREMENT FUND COST DISCLOSURES

®

Retirement Savings Cost (RSC) Charges Table (as a % of assets)

Charges 1 Year 1-3 Years 1-5 Years 1-10 Years
Investment Management 1.25 % 1.25% 1.25% 1.25%
Advisory 0.27 % 0.25 % 0.23% 0.19 %
Administration 0.09 % 0.08 % 0.07 % 0.06 %
Other 0.01 % 0.01 % 0.01% 0.01 %
Total 1.61 % 1.58 % 1.56 % 1.51 %




A GAME CHANGER! @

Quotation Request

Product Enhancements RSC Disclosure

Provider Analysis Consultant Analysis & Refinement

Purchase Decision



®

DEFAULT REGULATIONS -
A TIPPING POINT

David Gluckman



... TRADEOFF




PENSION FUNDS BUY TIME ON NEW RULES @

“According to Essop, the FSCA received 90 applications for exemptions in the
17 months leading up to January 31 2019. Over February, the FSCA received
451 applications and, of these, 318 were lodged in the last week of February

and 154 on the last day, he says. On February 28, the online system for filing
exemptions crashed.”

Business Day - 10 March 2019




Dear <member name>, sanlam is busy
processing your benefit claim from your
provident fund. Your employer has
indicated that you have chosen to receive
the benefit in cash. Please respond yes to
confirm or no if you disagree.

| really don’t want to discuss
anything further | just want my
money else | will land on the streets.

| left my work to lift my burden now
you tell me about this nonsense. My
kids needs food | want my money.




Dear <member name>, sanlam is busy
processing your benefit claim from your
provident fund. Your employer has
indicated that you have chosen to receive
the benefit in cash. Please respond yes to
confirm or no if you disagree.

Please don’t pay me in
cash ...

rather pay by EFT into my
bank account.




# ONE INDUSTRY CHANGE ... 100 PRINCIPAL OFFICERS @

1.Compulsory preservation 22%
2.Simplification of regulations 1%
3.Better leadership from FSCA 10%

4 Better member communication / education 9%




# ONE INDUSTRY CHANGE ... 100 INDEPENDENT EB CONSULTANTS @

1.Clients to stop fixating on costs over value  21%
2.Licensing of specialist EB consultants 20%
3.Reducing compliance burden 19%

4.Reducing complexity 14%




KEY TRENDS FOR NEXT DECADE

1.Institutional versus Retail
2.“Data is the new oil”
3.Security ... Security ... Security ...

4 .Fewer but better consultants







