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Hick Christodoulou, 

Chief Eaecutiue: 

San/am Emptovee 

Benefits 

Sanlam Employee Benefits takes pleasure in publishing the findings of its ninth 

biennial survey of retirement benefits in South Africa. 

This comprehensive survey provides the retirement fund industry with an essential 

tool for the management of retirement funds, and will also provide interested par­

ties with the necessary information to determine whether their current benefits 

meet market requirements. 

Furthermore, the increasing complexity and changed legislation within the retire­

ment fund industry has placed additional responsibilities and accountabilities on 

trustees, who can now be held personally responsible for possible lawsuits by fund 

members. 

It will. therefore come as no surprise to anyone that trustees are increasingly 

demanding expert advice where their own skills and knowledge can no longer keep 

pace with the rapid changes in the environment. We are sure that this survey will 

add value in this context and, as in the past, become a notable reference in the 

industry. 

As in 1996, separate surveys are provided for Defined Benefit Funds, Defined 

Contribution Funds and Provident Funds. Analyses of small and large funds also 

appear in the survey. 

To give the survey even greater significance, we decided to offer the following addi­

tions this year: 



• Together with the survey you 

will receive a computer diskette 

(with a manual) which will 

enable you to electronically com­

pare the benefit structure of 

your own fund with those in the 

market-place. 

• Articles by experts at Sanlam 

Employee Benefits addressing 

typical issues raised by the man­

agement of retirement funds. 

• A more comprehensive discus· 

sion of general trends in the 

industry. 

I would like to thank all participants 

in the survey for taking the time and 

trouble to complete the question­

naires. Because of your contribution 

we are sure that this publication will 

remain an essential source of refer­

ence in the retirement industry. 



q of pensioners .. medical scheme contributions 

In the past, and to a large extent still today, contributions to medical fund s were usu­

ally differentiated only on the basis of income and number of dependants. Con­

sequently most p_ensioners contributed on relatively low scales, in spite of 

their high medical expenses. It has also become fairly common practice for the 

employer to subsidise pensioners' contributions or pay them in full . San lam's sur­

veys on retirement benefits snow that approximately 73% of employers fo llow this 

practice. 

Mainly owing to a relatively small numoer of pensioners, this practice did not put 

great pressure on employers' cash flow. Ho,wever, various reasons contributed to a 

rise in costs in respect of pensioners, and this practice will therefore not be able to 

be maintained. The reasons are: 

In recent years medical costs have risen more rapidly than 

the inflation rate. TechnOlogical advances, increasing costs 

of. medicine and services, and excessive use or abuse of 

medical services have contributed to this . 

. Another factor that plays a role in South Africa is that the 

average retirement age of_ men is declining as .retirement 

ages for men and women are being brought on a par. 

The number of pensioners as opposed to active members 

could increase because of a longer· life expectancy, as well 

as staff reductions at many companies. Early retirements 

· mean that pensioners will depend on subsidies for a longer 

period. 



It is to be expected that employers 

would like to ensure that their 

employees will not be dependent on 

the state for medical care. As few 

pensioners can afford to pay medical 

scheme contributions themselves, 

prefunding by the employer is essen­

tial to ensure access to private care. 

The main benefits of prefunding are 

as follows: 

It offers members security. 

• It increases stability in employer 

costs and contributions. 

• The employer has a better idea 

of his or her possible !mig-term 

obligations. 

• It is sound accounting practice 

to spread the cost of employees' 

remuneration evenly over their 

working lifetime. 

·A number of funding options are 

available. Since the circumstances 

and needs of employers differ, there 

is no single method that can be 

regarded as the best method. The 

niain criteria when choosing a me. 

dium of funding are: stability, con­

trol, flexibility, tax-efficiency and 

security. 

The following mediums could be 

considered: 

• a pension fund with defined 

benefits; 

· • a defined contribution fund; 

• internal reserves; and 

• deferred compensation. 

In the past, two methods were used' 

_to utilise surpluses in a!"l existing 

pension funfl and to help fuhd 

expenses after retirement. 

Firstly, members' pensions could 

be increased (in a number of ways) 

and the obligation to , pay medical 

aid contributions passed on to 

the ll]embers. The employer could 

therefore be relieved of his or her 

obligation and the pensioners thell)­

selves must pay the COI)tributions 

from higher pensions. 

Secondly, the employer could tern-. 

porarily suspend his or her contri: 

butions to the retirement fund and 

at the same time pay the contri­

butions to whichever medium of 

funding is chosen. 

The ownership of surpluses and the 

way in which they are applied are 

cui-rently v_ery topical .and contro­

versial. All the methods used by 

employei's to apply surpluses to 

benefit are coming under 

and the application should 

·preached circumspectly. · 

!Jy Jou!Jert ferreira. senior actuary 



Rids! 
How will it affect onr retirement fnnd? 

And what can we do? 

Apart from inuestment risk. Aids is the one· 

aspect that could haue the qreatest 

effect on the benefits and cost of · 

retirement funds . Accordinq to the 

20th Report on Aids Claim Statis­

tics of Swiss He life & Heillfh 

!October m11. Aids-related death 

claims in qroup business are 

increasinq at a rate of twice those 

of indiuidual business. This dif­

ference is euen qreater in respect 

of disability claims. One of the 

reasons for this is the under­

writinq policy that is followed. 

ov Hilrius du To it. 

senior ilCIUilTV 

In view of the many uncertainties about Aids, it is inip?ssible to make accurate es­

timates regarding the magnitude of the problem in the future. According to projec­

tions, about 25% of the economically active population could be HIV positive within 

ten to fifteen years, and the cost of risk benefits could double within the next five to 

ten years. Although there is uncertainty about the extent of Aids, the disease will 

undoubtedly hav&a marked effect on retirement funds unless a cure is found soon 

or people change their behaviour patterns drastically. 

·How can the fund protect itself against the cost and consequences of Rids 7 
• Firstly, underwriting could be applied to exclude people. who are already HIV 

positive. However, it is becoming more and more difficult to apply this. 

Proposed legislation aims at prohibiting testing from being carried out prior to 

employment, unless circumstances are such that it is fair and justifiable. Titis 

onus of proof lies with the employer. Even if it should be permitted, the policy 

presents many other problems: existing members could already be HIV pos­

itive; members could contract the iliness in the future and infections are not 

identified by tests during the .crcalled "window period". 

• A second possibility is to reinsure the risk benefits with an insurer if this is not 

being done already. The risk is then transferred to the insurer. However, an 

increase in claims will inevitably lead to an increase in reinsurance premiums. 

This means that the risk is to a great extent placed on the fund again. 

• A third possibility is to limit benefits in the case of Aids-related illnesses. Titis 

method is, however, not very effective, as the precise cause of de;<th is not 

always accurately reported. It can also be regarded as discriminatory, arid in ten· 

sifies the stigma surrounding Aids and HIV status. 

• 1l1e level of risk benefits could be generally decreased by simpiy implementing 

a decrease or by fixing the contribution rate at an acceptable leveL The lump­

sum death benefit could for example be described as cover which could be pur­

chased at a contribution rate of 2% of salary. Although such a step would offer 



effective protection to the fund , it remains an open question whether it will meet 

members' needs. 

• l11e ~ ost of spouse's pensions could very likely increase at a slower rate than 

that of lump--sum assurance. A spouse's pension also effectively meets mem­

bers' real needs. However, it is a step backwards in the direction of cross­

subsidisation. 

The rules of the fund could be such that either the employer or the members bear 

the risk of cost increases. Currently the most common trend is for the cost of risk 

benefits to be recovered from the employer contribution. Should the cost rise, the 

amount available for retirement will be less and th ~ member will in a~tual fact bear 

the full risk. This coulq result in the largest portion of the employer contribution 

being taken up by costs, so that members receive an insufficient benefit from tl1e . 

fund at retirement. Trustees and members !"lust always make sure that the fund will 

still be able to meet retirement needs. When switching from a defined benefit fund 

. to a defined contribution fund, members should consider these provisions carefully 

and decide whether they are willing to take the risk. 

In (re) designing benefit structures, it is important to find a balance between those 

who run the risk of contracting Aids, and those who are not at risk. In other word.s, 

the trustees must ensure that there are adequate b ~ n e fits for members who are H!V 

positive, but must also keep in mind the benefits expected by other members. TI1ey 

should also consider whether or not cross-subsidisation is desirable. 

But most important is the realisation by employers that educating employees is by 

far the best method of protecting a fund, the employer and members. The fewer 

people who beco~e H!V positive, the less the costs wi ll be. li tl1e situation does not 

improve, either the cost of risk benefits will increase drastically, or the level of 

benefits will have to be reduced substantially. Employers therefore have an 

important role to play regarding the Aids problem in Soutl1 Africa. 



shonld it be applied1 

One of the most important issues 

facing trustees of retirement funds is 

how to apply a fund's surplus. This is 

also becoming increasingly impor­

tant to fund members, particularly 

because of the trend to change over 

from defined benefit funds to 

defined contribution funds. This 

aspect · recently came to the fore 

again owing to recent rulings by the 

court and the Adjudicator of Pension 

Funds. 

However, this is nothing new. In 

1991 the lnstitute for Pension Funds 

instructed a sub-committee to inves­

tigate the matter. Peter Milburn-pyle 

and Roy Lennox's findings were pub­

lished inter alia in-Cover of February 

1991. These findings are as valid 

today as they were in 1991. 

• Firstly, they found that the sur· 

plus belongs to the fund. There 

is general consensus on this 

principle. The question, how· 

ever, is -how the surplus should 

and can be applied. 



• Secondly, they found that it is the duty of the trustees to formulate proposals on 

·the application of the surplus. It is unlikely that anyone can fault this. The 

trustees have a fiduciary obligation to look after the interests of the fund and its 

members. and one of the aspects that needs to be considered is the financial 

position of the fund. 

• 1hlrdly, it was found that, in the case of a defined benefit fund, the employer 

should have the right to approve and/or amend trustees' proposals. This find­

ing is based on the principle that the employer contributes the balance af costs, 

and as such runs the risk of having to make good any shortfall. However, in the 

TEK case at the end of last year, Judge Navsa found that the employer does not . 

have a legal obligation to make good any shortfall. The employer can stop his 

or her contributions and dissolve the fund. The term "contribution holiday" has 

become part of the vernacular. In my opini?n it is an inappropriate term. The 

contribution the employer must make to keep the fund financially sound, is 

actually 0%. In this respect it is also important to look at the provisions of the 

employer 1 employee service agreement If the agreement stipulates that the 

employer bears the b~lance of costs to a defined benefit fund and guarantees 

the benefits as defined in the rules, he or she will find it difficult to walk away 

from his or her obligation. The agreement or other document could also stipu­

late that the employer contributes a specified percentage to the fund . In this 

case the term "contribution holiday" is justified and cor rect. 

• The fourth finding was that cash payments of the surplus to the employer 

should be permissible. Legislation has been drafted which will allow employers 

to repatriate a portion of the surplus under certain circumstances. The drafters 

of the legislation and most commentators believe that this will be io everyone's 

interest. Should this never be permissible, employers may become reluctant to 

contribute to funds where this could. lead to surpluses. This could prejudice the 

security of members of funds. 

• Another important finding by Judge Navsa in the TEK case was that the em­

ployer may take .a contribution holiday only in cases where the surplus can be 

attributed to surplus contributions by the employer. The source of the surplus 

must be the determining factor in how the surplus is handled. However, this is 

a very debatable point and it is not always easy to determine to whom the sur­

plus should be attributed. It is impor tant to bear in mind that the theoretical rate 

of contribution as determined by the actuary is only an estimate of the required 

rate of contribution, which is based· on a specific set of assumptions. If these 

assumptions were "correct'', a surplus would not have arisen. lf this argument 

is expanded, it could be said that the entire surplus is due to excess contribu­

tions. 

It is generally accepted that withdrawals from a fund result in surpluses for that 

fund. This is not necessarily the case. In determining the theoretical rate of contri­

bution, assumptions are made regardiO.g the number of members who will retire. A 

surplus or shortfall will arise if the actual experience deviates from the assumptions. 

The source of the surplus is the f~ct that the withdrawal benefit is less than the ac­

tuarial reserve value, but the cause of the surplus is the fact that the actual ex­

perience deviates from the assumptions made by t h ~ actuary in the valuation. 

To summarise: Surplus is a very emotional issue aiid a minefield. Wise trustees will 

consider the matter carefully, take court rulings into account and obtain expert 

ad ~ i ce before they make a decision. Although the TEK ~ ase is under appeal and 

some of the rulings could be reversed, Prof John Murp~y felt bound by the TEK 

ruling in a recent Ned cor case. It is also important to look at the merits of each in· 

dividual case. 1l1e rules of the fu nd will also often determine how to act. 

It is essential for the trustees to be fair to all persons concerned, the most impor· 

tan.t of whom are th ~ active members, vensioners and the employer. All the parties 

play a role in the fllnd and are entitled to fair treatment. 



[ommnnication with members of retirement fnnds 
·············································:··································································································································:··'······· ··· 

bv Johdn Roua, senior mmger: 

Hdrketing Support Services 

In recent years the retirement fund 

industry has undergone major 

changes which include the follow­

ing: 

• Legislation stipulates rules re­

garding communication with 

members. 

• The tendency to convert to 

defined contribution funds con­

tinues. 

Members of retirement funds 

insist on greater disclosure and 

transparency. 

Meeting the demands of the 

cha.nged environment requires 

greater communication efforts that 

will put pressure on administrators 

and the management of retirement 

funds. 

Traditional communication methods 

such as rule books and benefit state­

ments will definitely no longer be 

sufficient to meet members' needs. 
' More attention will have to be g i ~e n 

to: 

• communication regarding op-. 

tions available in the event of, for 

example, termination of service, 

death, retirement and disable­

ment; 

information on the management 

of funds (eg composition of 

trustees) ; 

changes in benefits; 

financial position of the fund; 

and 

· investment performance and 

investment options. 

Where the focus previously fell on 

benefit structures and basic fund val­

ues, the broader environment will 

now have to be communicated. 

This is the responsibility of the man­

agement of retirement funds, who in 

turn may delegate it to experts in the 

various fields. However, manage­

ment must be satisfi~d that the mem­

bers are receiving sufficient infor­

mation to enable them to make 

informed decisions and to do sound 

financial planning. 



Choice of administrator iJg Juhan HoaR. senior manager: Harketing Support Services 
.............................................................................................................................................................................. 

In an enuironment where there is stronq fom on 11!tirement funds. 
it is now more important than euer before to ensure that the 
administration of your retirement fund is in the riqht hands . 

One can justifiably ask why this has 

suddenly become such an important 

decision. The following changes in 

the industry should answer this 

question: 

• switches to defined contribution 

funds; 

• individu~l investment options; 

• flexibility of benefit structures; 

• daily investments; 

• monthly reconciliations; 

• communication with members; 

and 

• electronic data transfers. 

In order to meet the above require­

ments, maximum use has to be 

made of modern technology. There-

fore, before a decision about admin­

istration can be taken, it is extreme­

ly important to investigate the capac­

ity of the administrator's systems. 

Other important aspects are: 

• quality of service; 

• the stability of the organisation; 

• quality of staff; 

• experience; 

• size of portfolio; 

• whether service is centralised or 

decentralised; 

• results of service surveys; 

• costs and cost structure; 

• terms of the contract; and 

• client base. 



Heserue accounts [defined -contribution funds) 

Deserue accounts are fairly common. in particular 
in the case of larqer defined contribution retire­

ment funds . The oriqin of the assets in such a 
reserue account usually determines the purpose 

for which it is applied. Possible sources and 
probable applications are the followinq: 

Surplus from a preuious defined be· 
nefit fund which was not apportioned 
at the time of the conuersion to the 
current defined contribution fund 
In this case some surplus would 

already have been apportioned to 

members at the conversion. lt is 

unlikely that there will be another 

apportionment to members. ThJs 

type of reserve account is generally 

applied to fund an employer contri­

bution holiday, subsidise the cost of 

risk benefits or stabilise the invest­

ment return passed on to members. 

Surpluses that arise at termination 
of seruice in cases where only a por­
lion of the member's share is 
payable 
In this case members will probably 

share in the surplus on an annual or 

less regular basis. However, the pos­

sibility that the employer may claim 

part of the surplus to fund a contri­

bution holiday, for example. is not 

ruled out. 



Part of !be employer contributions 
reserued to stabilise the cost ofrisk 
benefits 
This type of reserve account is nat­

urally not meant to be apportioned 

to members. However, it is impor­

tant that the size of lhe account is 

monitored from time to time to 

determine whether it is adequate. 

It is ti:Je duty of thefund's consultant 

to advise trustees on the optifl1al size 

of the account. If it becomes too 

large in the course of time, the fund 

could · consider apportioning a por­

tion to members. The optimal size of 

this reserve account depends on a 

number of factors, including the risk 

profile of the members and the type 

and extent of risk · benefits. As 

a general guideline a. reserve of 

once the annual risk costs is some­

times recommended. Iri view of the 

threatening and uncertain future 

effect of Aids on the cost of risk ben­

efi ts, it is advisable not to be too 

hasty in releasing this buffer. 

Surplus inuestment return not 
preuiously apportioned 
The purpose of this type of reserve 

account is usually to smooth invest­

ment return to a certain extent 

before it is passed on · to members. 

The reserve account is built up in 

times of high investment return by 

passing on less than the full return to 

members. In times of less favourable 

returns it is applied to declare a 

. higher return than that actually 

achieved. In this way members' ben­

efits are to a large extent protected 

against fluctuations in the return on 

market-valuf" investment portfolios. 

In conclusion 
Surplus is a highly emotional issue 

which has lately come to the fore. In 

order to avoid conflict situations, it is 

essential that the rules clearly spell 

out the purpose of the various 

reserve acco.unts. Preferably, the dif­

ferent parties •. eg employer and 

members, should not be able to be­

nefit" from the same reserve account. 



Discrimination 

The Constitution of the Repll.blic 

of South Rfrica stipulates that 

unfair discrimination aqainst 

anyone is prohibited. The 

Constitution does not. howeuer. 

require that euery indiuiduaL 

irrespectiue of his/her qual­

ities and abilities. should 

be treated alike. Hot all 

forms of discrimination 

are therefore necessarily 

unfair discrimination. 

There may be ualid 

reasons for the discrimina­

tion. Prouided that the criteria 

for discrimination are not con­

trary to the pll.blic interest. it 

will not be reqarded as 

unfair discrimination. 

Ostensibly, unfair sexual discrimina­

tion occurs if the rules of a retire­

ment fund stipulate that the retire­

ment age of male members differs 

from that of female members. Tradi· 

tionally, the retirement age of male 

members has exceeded that of fe­

male members by five years. With­

out a good reason for distinction 

it can ·be deemed unfair discrim· 

ination. 

The question also arises whether. the 

provision of a larger death benefit to 

members with dependants rather 

that to those without dependants 

constitutes unfair discrimination. 

This benefit, however, is usually 

determined by need, as the depen­

dants must be provided for after the 

death of the breadwinner. Therefore 

the member with dependants does 

not necessarily benefit at the ex­

pense of a member without depen­

dants. 

Unfair discrimination could also en­

ter into the matter if the rules of a 

bv Charlotte Schreue. legal aduiser 

retirement fund provide for a 

widow's pension but not for a widow­

er's pension. Provision should there­

fo;e rather be made for a spouse's 

pension. 

The impression of unfair discrim­

ination could also be create~ if dif­

ferent commutation fae:tors are used 

for members of different sexes. As 

long as these factors are based on 

relevant statistical data, there can be 

no question of unfair discrimination. 

Homos.exual employees are increas­

ingly demanding that their employ· 

ers recognise their partners as 

spouses, in particular in respect of 

employee benefits. They want retire­

ment funds and medical schemes to 

pay benefits to their partners on the 

same basis as to spouses. In the sen· 

sational Palmed case the Pretoria 

Hig)1 Court ruled in favour of a les· 

bian member of a medical scheme 

who wanted to register her partner 

as a dependant for medical aid pur· 

poses. 



In another much publicised case, the 

Leonard Dinglar ruling, the indus­

trial Court ruled that discrimination 

is unfair if it is objectionable in terms 

of the norms of the community. The 

objective of the discrimination and 

the means of achieving it are there­

fore important. The objective must 

be lawful and the means must be 

proportional and fair. 

The question that should therefore 

·always be asked is whether the dis­

crimination_ between members is fair 

:h.d justifiable. 



lndiuidual 
inuestmenf 
choices 

One of the most important features 

of defined contribution funds is that 

the investment risk is borne by the 

member himself/herself. This 

means that the member's retirement 

benefits are directly affected by 

investment performance. [f good 

investment returns are achieved, the 

retirement benefits will be good, but 

if investment returns are poor, the 

retirement benefits will be less 

favourable. 



It is therefore logical for members 

themselves to express the need to 

make a decision on the investment 

vehicle. Intuitiv.ely it is also fair to 

comply with such requests and con· 

sequently the individual ilivestment 

options in the case of defined contri­

bution funds are increasingly being 

offered to members. However, this 

facility places a greater responsibil­

ity on the trustees of such a fund. 

The trustees must ensure that: 

• a sufficient number of portfolios 

are available (usually market 

value, guaranteed and cash); 

• members are fully informed of 

the differences between the 

portfolios and the consequences 

qf incorrect choices; and 

• the administration of such op­

tions will run smoothly before 

they are implemented. 

In practice it often happens that in 

the case of funds offering individual 

investrnent choices, members re· 

quest' the trustees to make the 

fnvestment decisions on their b.ehalf. 

·Furthermore, only about 20% to 30% 

of the members respond to the offer 

to switch investment portfolios and 

many of them make minor or no 

changes. 'These facts question the 

desirability of the facility, particular­

ly since it results in higher adminis­

trativ~ costs for all members. 

I believe that we are still in our infan­

cy as far as individual inves):ment 

options are concerned. Members of 

funds are increasingly exposed to 

tJlese and become more and more 

familiar with investment matters. 

This, together with tl)e fact that 

modern technology will make the 

administration of individual invest­

. ment choices ·increasingly less 

expensive, indicates that this is a 

future trend. We must just gvard 

agjlinstit )>ecoming forced if circum­

stances are not favourable. 

bg Ulillie KritzimJer. 

mior dC!UdTV 



lnuestment ret11m uers11s f11nd interest: Ulhy the difference? 

Hembers of fiHed 

contribution funds are 

often confused and 

disappointed because the 

return they earn on their 

retirement capital is 

substantially lower than 

the published returns of 

their inuestment 

manaqers . Uarious factors 

can play a role and 

members mag not be 

aware of these. 

bg Christo Heger. 

senior actaarg 

TaH . . 

Retirement funds must pay tax on 

their interest and net rentaJ income 

in respect of non-retired members. 

The rate; which was 17% for the 

1996/97 tax year, has been increased 

to 25% in the recent Budget. The 

effect of the new rate will be a 

reduction of about 1,2% in the invest­

ment return, compared to the 

previous reduction of 0,7%. Invest­

ment managers publish the gross 

returns they achieve, as tax will be 

levied somewhere else. 

lnuestment charqes 

Most investment managers publish 

gross returns before investment 

charges, which will obviously 

exceed the actual return earned by a 

fund. A typical charge will be 

between 0,3% and 0,5% of the value of 

the assets. The effect of this will be 

to reduce the investment return by 

about the same margin in order to 

calculate the fund interest rate to be 

credited to members. 

Ca l c ulatio JJ ~asis 

The usual method for comparing 

investment returns is the time­

weighted method, ie the return on 

an initial investment at the start of 

the chosen period ignoring any 

future cash flow. Sometimes returns 

are shown based on a constant 

monthly cash flow. However, both 

assets and cash flow are important 

and the published figures can sel­

dom be used as a reliable norm of 

the fund's actual return. 

Contribution payments 

Even if all the above factors are 

taken into account, fund interest is 

still often lower than the actual 

return. Sanlarn calculates a mem­

ber's equishare assuming contribu· 

tions are paid on the first of the 

month. If this does not happen, the 

member actually earns interest on 



contributions that have not been 

received. The fund interest rate 

must therefore be lower .than the 

actual rate, or else the to'tal value of 

members' equishares will exceed 

the total assets of the fund , some­

thing which is not possible. Another 

reason for a lower fund interest rate 

is insufficient contributions .. The 

·effect of this is similar to that of late 

payment of contributions. 

Rueraqe return 

Quite often the publi?hed fii(Ures are 

average returns for the major clients 

of an investme.nt manager and not 

the actual return of a specific portfo­

lio or fund. It is therefore not a reli~ 

able norm of the actual return 

achieved on the fund 's assets. 
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TaH on retirement 
funds: differences 

between pension and 
prouident funds 

A question that often arises is how 

the tax position of pension funds dif­

fers from that of provident funds, 

and how this affects members when 

they have t? choose between 

the types of funds. 

Employer contributions to both 

types of funds qualify for tax relief 

within certain limits. In both cases 

part of the lump sum at retirement 

(or earlier termination of service, or 

death) is tax free. The formula used 

to calculate the tax-free portion at 

n:tirement differs slightly between 

pension and provident funds - in the 

case of provident funds the min· 



imum iax-free portion is R24 000, but 

this does not apply in the case of 

pension funds. 

The most important difference 

between pension and provident 

funds lies in the tax treatment of 

members' contributions. Members' 

contributions to a pen.sion fund are 

tax-deductible to a maximum of 7,5% 

of salary, while there is no tax relief 

with regard to a provident fund. In 

practice this problem can be solved 

by means of a salary sacrifice 

scheme. An employee agrees with 

his or her employer to decrease 

his or her salary by the amount 

· of the employer's contribution to 

the provident fund.' The employer 

then receives tax relief on his or her· 

contribution and the net effect 

for the employee as far as tax is 

concerned is the same as would 

be the case under a pension fund. 

The only disadvantage is that the 

tax-deductible contribution to the 

provident fund is limited to 20% of 

salary, while the limit can be 27,5% 

under a pension fund if the employ,ee 

contributes 7,5% and the employer 

20% of the salary. 

Besides th matter of tax, there is 

another big differenc between 

a pension fund and a provident 

fund. Although some pro~ident 

funds only make provision for the 

payment of a lump sum at retire­

ment, most of them currently allow 

any part of the retirement benefit to 

be taken in the form of a pensjon, 

and the remainder as a lump sum. 

This .means that any portion (or 

even the total retirement benefit) 

may be taken in cash. In the case of . 

a pension fund at least two-thirds of 

the retirement benefit must be taken 

in the form of a pension. 

The general principle applying to tax 

on retirement fund s is that you pay 

tax when you receive your benefit. 

Provident fund benefi ts mostly con­

sist of lump s u~ s (because this is 

what members prefer) , while pen­

sion fund benefi ts are more likely to 

be a pension income with a smaller 

lump-sum component (because this 

is required by law). Lump s u~ s are 

taxed at average tax rates. Pension 

income is taxed like any other tax­

able income - every extra rand of 

income is taxed at your margiJ?.al 

rate. Typical members of provident 

and pension funds therefore do not 

·pay equal amounts in tax. Members 

will have to consider various frame­

works, and especially various com­

binations_ of lumP sum and pension, 

to finrl an optiroal strategy. 

The tax differences will probably fall 

away shortly. We expect a movement 

to a single tax system for all retire­

ment fund s in the near future. Tax 

consideratio'ns will then possibly no 

longer play a role .in the choice 

between pension and provident 

fund s: 

!Jq Rinas du Plessis, 

dCIUdTV 



Defined benefit pension funds 

Section 1: General statistics 

The percentage of funds using only one investment manager, stabilised on 33% com­

pared to the 34% in 1996. Split funding is a standard characteristic of funds now and 

is especially popular with the large funds. The average number of investment man­

agers at funds using more than one investment manager rose from 2,9 in 1996 to 3,1 

in 1998. 

The percentage of employers that subsidise pensioners' medical fund contributions, 

are more or less the same as two years ago - 73% at present Further information on 

this subject can be found in the article ?refunding of pensioners' medical scheme con­

tributions by Joubert F erreita. 

The percentage of funds offering members a choice between a defined benefit pen­

sion fund and a defined contributio_n pension or provident fund, rose from 39% to 42% 

in the last two years. The percentage of funds contemplating the creation of a provi­

dent fund for members dropped dramatically from 25% in 1996 to 8% in 1998. This 

could probably be attributed to the general expectation that the difference between 

pension and provident funds will disappear in the near future. The tax obligation at 

transfer to a provident fund, as well as the August 1996 amendment in the tax on the 

lump sum at retirement, can play a role in the apparently smaller need for provident 

funds. 1l1e percentage of funds, however, which aim to offer members the option to 

belong to a fixed contribution pension fund rose from 18% in 1996 to 25% in 1998. 

Altogether 88% of funds that participated in the survey are managed by a Board of 

Trustees, and 5% of these funds have fewer than 4 members as opposed to 10% in 

1996. 1l1e amendment to the Pension Funds Act that will come into effect on IS 

December 1998, requires that a retirement fund be managed by a Board of Trustees 

of at least four members, of whom at least half must be selected from the body of 

employees. Smaller funds may_be exe~ · npt ed from this ~equirement 



In the 1996 survey 63% of the funds' said they felt the communication ;,ith members 

was sufficient. 1l1is figure rose to 74% in the 1998 survey. However, during their vis­

·its to some of the participating funds, the project team got the impr ess i ~n that mem­

bers still had a need for better and more regular explanations and information about 

their retirement provision. There was a great need for preseri.tations and work· 

shops. The percentage of funds offering presentation on retirement benefits to 

members, was 14%. Workshops were offered by 21%. 

Section 2: Contributions 

The maximum employer contributions, as a percentage of salaries, that are de­

ductible at present amount to 20%. (This includes benefit funds, including medical 

. >Schemes.) The Katz Commission, however, suggested that this percentage be lim­

ited to 15% of salaries. 

The number of funds where employer contributions exceeded 15% of salaries, has 

remained more or less the same since the previous survey - 19%. A recent propos­

al by the Katz Commission was that these contributions should also include dis­

ability benefits ·and the funding of medical costs after retirement·. This will meru: 

that a greater number of funds had to contribute more than the suggested rate and 

would therefore not receive full tax t elief. 

The average employer and employee contributions are 11,2% and 6,8% respectively. 

Employer contribution ratl's 

• Ol·Sl • 12_6X , 1Sl 

• S.1l -l.Sl • 15.1X · ZOX 

• 7.6l-10l • ZO.lX• 

• 10.1X · 1Z.SX 

31 
51 

141 

Section 3: Hembership 

The number of companies that have a defined benefit pension fund, as well as a 

. provident fund, has not changed much since the previous survey - 64% at present. 

A total of 35% of the companies that have a provident fund also offer a top-hat 

scheme additionally to their senior employees. 

Section 4: Hormal retirement aqe 

The gap between the average normal retirement ages of men and women has nar­

rowed considerably over the past decade. The average retirement age for men and 

women is now almost the same (men: 63,8; women: 63,3), which once again reflects 

the continued trend to end gender discrinllnation . 

N?rmal retirement age 

Hen. Women 1996 

Hen. Women ma 
26 

13 

Retirement age 

Average retire­

ment age 

• Hen 
Women 

64.3 

I 

63.1 

60 years 

64.2 

I 

62.6 

' 61 - 62 years 63 -64 years 65 years 

64.2 64.1 ~ 
I = 
I 

• I 

63.3 ~ 
62_g . 63.2 += 

~ 

1 
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Section 5: Pensionable remuneration 
The trend to include fringe benefits and bonuses in pensionable remuneration con­

tinued during the past two years and 12% of these funds amended the definition of 

pensionabie remuneration during this period. 

The two most obvious trends pertain to the inclusion of a thirteenth cheque and a 

car all~wance (see graph). The percentage of funds that include a thirteenth 

cheque, rose from 27% in 1989 to 43% in 1996 and 49% in 1998. 

The inclusion of car allowances initially rose fairly slowly. The funds that included 

them rose from 4% in 1989 to 9% in 1996. Over the past two· years this figure 

increased sharply to 15% in 1998. 

Pensionable remune.ration: 

What changed? 

• 13th cheque 

• Car allowance 

Section 6: Hormal retirement benefits 

Period for determination of final averag< salary 

1n the 1996 survey it was mentioned that it would appear that the shortening of the 

period for the determinatio~ of the final average salary was 'stabilising. Since then 

the trend to shorten this period once again gained momentum. 

The average period, which was 1,96 years in 1994 and in 1996 dropped to 1,88 years, 

was further shortened in 1998 to 1,71 years. 

The above trend ~an be ascribed in particular to the fact that many funds that used 

to use a three-year period, have now moved to a shorter period. 

The majo~ty of funds s~ill use a one- or two-year period. 

Final averag~ ,. salary 

• Salary as at retirement 

• ~sf year" s salary 

• last 2 years· salary 

• ~sf 3 years· salary 

• ~sf 4 years' salary 

• ~sf 5 ·years' salary 

Fmal salary: average pe riod during which compiled 

2.04 

j 
~ 

·~ 

"'" 
~ 

j 

1m 1994 1996 . 1998 



Rate at which pension accumulates for every year of service (scale) 

The level of the rate at which pension accumulates for every year of service 

remained unchanged. 

Approximately 90% of funds used a rate of 2% or more a year. 

Scale 

• Less or equal to 1.82X 

• 2X 

• wx 
• ux 
• Hore than 2.5X 

Section 7: Early and late retirement 

Early retirement 

55 ~ 

There was almost no change in the benefits paid at early retirement and in the case 

of more than half the funds a member may retire up to ten years early. 

Almost 80% of funds applying a fixed percentage decrease a month, had a decrease 

of one-third or one-quarter percent a month. These decrease levels are usually 

regarded as actuarially neutral and in such a case the early retirement of a member 

therefore has no financial implication for the soundness of the fund. 

On the other hand, a decrease of five-twelfths of a percent or more a month can be 

regarded as a punitive measure against the member, depending on the structure of 

the fund and the assumptions used, and in this case the fund, as it were, makes a 

profit. In the case of about 19% of the funds a decrease of five-twelfths or more a 

month is applied. 

Number of years early 

• Lessthan5years 

•syears 

• 6togyears 

• 10yearsor longer 

1~ 

24~ 

Late retirement 

62X 

Decrease at early retirement 

]gg6 63 

• ma 52 

24 

: 16 11 13 

~ ..... 1 ... ~ . ~., , ~ ,~•• <> •1 ..... 
::+x [x fx +x ::+x 

Per month 

There was no change in the increase in pensions in the case of late retirement. 

Section 8: Increase in pensions 

In the pa s ~ the increases granted to final-salary pensioners compared poorly with 

the increase in the Consumer Price Index. Fortunately, over the past few Years the 

trend has been to grant increases in pensions which are more in line with tl1e rise 

in the Consumer Price Index. The increases in pensions were even higher than the 

inflation rate in 1994 and 1996 and the indications are that this will again be the case 

in 1998. 

However, the fact that 10% of funds still make no provision for increases in pensions. 

is cause for concern. This figure has not changed since the 1996 survey. It can be 

deduced that there are a number of funds for which the benefit structure is not 



revised on an ongoing basis. Continued evaluation of the benefit structure of a fund 

is important and essential in order to adapt to changing circumstances. 

Pension increase versus increase in CPI 

• Increase 181 -
in the CPI 

• Increase in 141 pension 

101 

~-
198S 1987 1989 1991 1993 199S 1997 

Section g: Death before retirement 
There were no important trends in the size and kinds of death benefits. 

Lump sum together with spouse's pension 

Almost 80% of funds provide a lump sum and spouse's pension. The lump sum paid 

in this case, is virtually the same for members without dependants (who are not 

Lump sum at death before retirement 

With spouse's p~nsion 

1 or Z limes salarq 

• 3 or 4times salarq 

• Hore than or eqnallo S limes salarq 

entitled to a spouse's pension) and members with dependants (who.are entitled to 

a spouse's pension). Cross-subsidisation therefore takes place. 

Here the average lump sum amounts to 2,4 times pensionable salary. 

Lump sum without spouse's pension 

The average lump sum for members with dependants and those without depen­

dants, amounts to 4,2 ,and 3,2 times pensionable salary respectively. 

Lump sum at death before retirement 

• 1 or Z limes salary 

• 3 or 4 limes salary 

• Hore than or equal 
to S times salary 

Widow's pension 

vs spouse's pension 

• Sponse · s pension 

• Only widow·s 
pension 

Withonl sponse·s pension bnt 
with dependants 

Withont sponse· s pension and 
wilhont dependants 
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Spouse's pension 

The number of funds offering spouse's pensions increased from 63% in 1996 to 65% 

in 1998. On the other hand, the percentage of funds offering only widow's pensions 

dropped from 19% in 1996 to 13% in 1998 (see graph). ln the light of the Constitution, 

one would expect the aforementioned to disappear completely in the near future. 

The average size of the spouse's pension is 47% if it is expressed as a percentage of 

salary, or otherwise 59% of the expected pension of the principal member at retire­

ment 

Children's pension 

Children's pensions, on average, are paid to a maximum of 3,4 children. The aver· 

age level of children's pensions is i4% per child, if expressed as a percentage of 

salary, and 20% if expressed as a percentage of the principal member's expected 

pension. 

Section 10: Death benefits after retirement 

The number of funds providing spouse's pensions, is 71% (66% in the previous sur­

vey) . Compared to that, 14% of funds provide only widow's pensions (20% in the pre­

vious survey). As in the case of death benefits before retirement, one would expect 

these differences between men and women to disappear completely in the near 

future. 

Widow's pension 

vs spouse's pension 

• Spouse· s pensi on 

• Widow's 
pension only -

Section 11 : O i sabilit~ 

The percentage of funds offering a benefit at temporary: and permanent disable­

ment is 34% and 64% respectively. (These percentages do not include early retire­

ment because of ill health.) The general waiting period for payment of disability 

benefits, is six months for both peru:' anent and temporary disability. 

Benefits at permanent disability 

2X 
• Lump sum only 

• Honthly income only 66X 
• Temporary income followed by lump sum 24X 

• Lump sum followed by income 

BX 

Section 12: Termination of seruice benefits · 

The fact that termination of service benefits is usually substantially better under a 

defined contribution fund than under a defined benefit fund is once again confirmed 

by the 1998 survey. 

Retirement: Cash benefits available 

• Own contributions 
plus interest 

• Hember' s plus 
part of employer's 
contribut ions 
plus interest 

• Rctuarialreserue 
ualue 

• other 
1996 
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Since the previous survey there has nevertheless been a definite improvement in 

withdrawal benefits which are paid according to defined benefit pension funds. 

Member contributions plus a portion of employer contributions plus interest have 

increased in popularity (from 37 percent in 1996 to 44 percent in 1998). The per­

centage of fund s which pays Actuarial Reserve Value as a termination of service 

benefit, increased from 3 percent in 1996 to 8 percent in 1998. Because of the afore­

mentioned improvements in benefits, member contributions plus interest have 

decreased in popularity (from 56 percent in 1996 to 44 p e r ce ~t in 1998). 

Compounded interest rate 

• ox -ux 
4X- UX 

43 42 
• 6x-ux 41 

37 
• ax- g_gx ~ 

31 

•10Xormore 
.E 23 
~ 

12 16 ~ 

11 ... 
"' 
= .I .. .I . ~ 

1m 1m 1m 

The level of the interest rate that is applicable to the calculation of the cash benefi t, 

in cases where m e mb ~r's contributions and/ or employer's contributions are 

involved, has risen markedly since 1996. On the bar graph it can be seen that 72% 

of funds allowed 6% or more a year in 1996, compared to 77% in the 1998 survey. 

However, the rates are considerably lower than those allowed under defined con­

tribution funds. 

Interest earned by contributions together with a % 

of funds that pay out employer's contributions 

• Combined interest on contributions 

X of funds that include employer's contributions 

~ 
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Defined contribution pension funds 
·························································································· 

Section 1: General statistics 

Efficient administration plays an integral role in the success of a pension fund and 

it appears as if fewer and fewer funds see their way clear to handling the adminis­

tration themselves (22% in 1998 as opposed to 33% in 1996) . The funds administered 

externally are divided more or less equally betWeen insurers on the one hand and 

brokers and consulting actuaries on the other hand. Also refer to the article Choice 

of an administrator by Johan Roux. 

Administration 

• · Self 

• Insurer 

• Consultinq actuary 

• Brokers and other 

Investment performance under a defined contribution fund is often watched with 

much greater interest tl>an in the case of a defined benefit fund. Members are more 

concerned about the performance of their share in the large fund and funds will 

therefore want to maximise the investment returns within acceptable risk levels. 

There is an increasing trend among funds to make use of more than one investment 

manager. In total, 68% of participating defined contribution funds use more than one 

investment manager as opposed to 63% in 1996. 

The percentage of funds that invest mainly in a market-related porliolio, increased 

markedly from 32% in 1996 to 50% in 1998. Whether this trend will continue will 

depend on the view of members and trustees with regard to investment prospects. 

The shift i~ emphasis to market-related returns can probably be ascribed to tl1e 



excellent returns achieved on the share market before the crash of the market in 

October 1997. The fluctuating returns which have been achieved since then could 

very likely have an effect on trustees' ways of thinking. Only time will tell whether 

and how trustees will adapt their investment strategies. 

Investtnent ponfolios 

• Harket-related 

• Guarantee 

• Combination 
48~ 37~ 

Market-related portfolios are still more popular with defined benefit funds than with 

defined contribution funds. However, the gap between the percentage of defined ben­

efit and defined contribution funds whose investments are mainly market-related, is 

narrowing. Also refer to the bar graph below on this subject. 

Market-related investment: 

Defined benefit vs d efined 

contribution 

Defined benefit 

• Defined confribution 

6Z~ 

4 g ~ 50~ 

I 

There is a need among certain members of defined contribution funds to become 

actively involved in the investment strategy of their share under the fund. To meet 

this need, some funds offer an investment option to members of defined contribu­

tion pension and provident funds. In the case of defined contribution pension funds, 

the percentage of funds that offer investment options to their members, increased 

markedly from 6% in 1996 to 14% in 1998. Also read the article, Individual Investment 

Choices, by Willie Kritzinger. 

Section Z: Contributions 
The average employer and member contribution rates in the previous survey were 

9,2% and 6,5% respectively and are now 10,6% and 7,1% respectively. The average 

employer and member contribution rates for defined benefit funds are, as men­

tioned previously, 11,2% and 6,8% respectively - therefore the average employer con­

tribution rate for defined contribution funds is lower than for defined benefit funds. 

However, the opposite is true for ,;.,ember contributions. 

Average employer and membe r contributions 

• Employer confributions 10.6 

• Hember confrihutions 
g_z 

1996 
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Section 3: Membership 
In total, 66% of companies providing a d e fin ~ d contribution pension fund also have 

a defined contribution provident fund. 

Section 4: Hormal retirement aqe 

The average normal retirement ages of men and women are virtually the same 

(men: 62,8 and women: 62,6), but look a little lower in comparison with 1996. Also 

read Charlotte Schreve's article about discrimination. 

Section 5: ¥ensionable remuneration 

The trend to include fringe benefits and thirteenth cheques under pensionable 

remuneration continued over the past two years. About 46% of funds include thir­

teenth cheques and 15% include car allowances. These figures are 49% and 15% in 

the case of defined benefit pension funds. 

Pensionable remuneration: What is included? 

461 

~ 181 .e 
'C; 151 
o>e gl 7l 

... II. - ~· .. ···· ·--" Bonuses 13th Commission Car Housing Other 

cheque allowance benefit (medical) 

Section 6: Hormal retirement benefits 

The basis on which pension at retirement can be bought, has become more flexible. 

More funds offer members a choice as regards the institution from which a pension 

may be bought, as well as the type of pension that may be bought. 

Section 7: !arty and late retirement 

Early retirement 

There were no changes in this section. Virtually all funds allow early retirement and 

in more than 50% of cases members may retire up to ten years (or longer) before 

normal retirement age. 

Early retirement: number of years early 

. - less than 5 years 

• syears 

• 6togyears 

• 10yearsormore 

Late retirement 

Here too there were no changes. A total of 82% of defined contribution fund s allow 

members to retire later than the normal retirement age, as opposed to 83% of 

defined benefit funds. 

Section 8: Increase in pension 
As mentioned previously, defined contribution funds offer members choices as to 

where they want to purchase their pension. Every assurer also offers members 

·optipns with regard to the properties of the pension. The provision for pension 
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increases in future is one such option and it is important that members are no.t 

blinded by the initially higher pension payable if little or no provision is made for 

increases. 

Section 9: Death benefits before retirement 

Lump sum together with spouse's pension 

About 50% of defined contribution pension funds provide a lump sum and spouse's 

pension. In comparison with this, the percentage is almost 80% in the case of defin ed 

benefit pension funds. This difference is to be expected, seeing that one of the argu­

ments in favour of defined contribution funds is the decrease of cross-subsidisation. 

The lump sum paid in this case is virtually the same for members without depen­

d ~ts (who are not entitled to a spouse's pension) and members with dependants 

(who are entitled to a spouse's pension). The average benefit for members with 

dependants is thus considerably greater than it is for those without dependants. 

Although this means cross-subsidisation it better addresses members' needs. 

The average lump sum here is 2,5 times pensionable salary. 

Lump sum at death before retirement 

With spouse's pension 

1 or 2 times salaTlJ 

• 3 or 4 times salaTlJ 

60% 

Lump sum without spouse's pension 

The average lump sum for rn,embers with dependants and tho"" without depen­

dants is 4,7 times and 4,3 times pensionable salary respectively. These benefits are 

significantly higher than in 1996 when the respective figures were 3,8 times and 3,4 

times pensionable salary. 

This compares well with 4,2 times and 3,2 times respectively in the case of defined 

benefit funds. 

Lump sum at death before retirement 

• 1 or 2 times salaTlj 

• 3 or 4 times salaTlJ 

• "ore than or equal 
to 5 times salaTlj 

Average lump sum 

Without spouse's pension 

• With dependants 

• Without dependants 

Without spouse's pension 
with dependants 

Without spouse's pension 
without dependants 



Spouse's pension 

The number of funds offering spouse's pensions. is 45% (65% in the case of defined 

benefit funds). On the other hand 10% of f'tillds offer only widow's pensions (13% for 

defined benefit funds). Here, as in the case of defined benefit funds, one would 

expect such inequality to disappear completely in the near future. 
. . 

The average size of the spouse's pension, expressed as a percentage of salary, is 

46%. 

Children's pension 

Children's pensions are paid to a maximum of 3,5 children on average. The average 

level of children's pensions, expressed as a percentage of salary, is 14%. 

Section 10: Death benefits after retirement 

Funds where the death benefits after 

retirement are described in the rules, as in 

the case of deffued benefit funds, tend 

more and more towards the provision of 

spouse's pensions instead of just widow's 

pensions. All funds in the current surv~y 

provide a guaranteed period, with five 

years as the most common period. 

Section 11 : Disability 

Guarantee period 

• Syears 

The percentage of funds providing a benefit in .the case of temporary and permanent 

disablement, is 49% and 79% respectively. Of the funds that have a benefit at tempo-
. . 

rary disability, 88% provide only a monthly income. In the case of funds that make 

provision for permanent disablement, this percentage is equal to 75%, while a lump 

sum, followed by a monthly income, is provided in 13% of the cases. Where a month­

ly disability benefit is paid, three-quarters of the participating funds· pay a benefit of 

75% of salary. 

Disability benefits 

• lump sum only 

• Honthly Income 
only 

• Temporary intome 
followed by lump sum 

• lump sum followed 
· by income 

Temporary disability 

Section 12: Termination of seruice benefits 

Permanent disability 

The general view in the market is that defined contribution funds provide better ter­

mination of service benefits than defined benefit funds. This is once again con­

firmed by the extent of the benefit paid out, as well as the interest rate applicabie 

when calculating contributions (that is the contribution of the member or the mem­

ber and the employer) plus interest The average compound interest rate granted is 

9,7% per year as opposed to the 7,8% of defined benefit funds. 

If a member must withdraw from the fund owing to retrenchment, 55% of funds pay 

the member's total share in the fund , compared to 49% in 1996. 

Withdrawal benefits: Voluntary resignation 

• Own contributions without interest 

• Own contributions plus interest 

• Hember' s plus part of employer's contributions 
plus interest 

• Hember' s plus all of employer's contributions 
plus interest 

• Hember' s total share of fund 

sx 
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Prouident funds 

As on~):' 5% of provident funds function according to a defined benefit basis, 

only defined contribution funds are includ ~ d in the foUowing section. 

Section.!: General statistics 
Investment strategy has become more aggressive (as in the case of defined contri­

bution pension funds). In the bar graph it can be seen quite clearly how guaranteed 

portfolios form a smaller part of the total por tfolio, while market-related and com­

bination portfolios have increased in popularity. Funds that make their investments 

by means of an investment house or another financial institution apart from an 

assurer, increased from 16% in 1996 to 22% in 1998. 

Investment 

portfolios 

• 1m 
• 1998 

Guaranteed [ombination Harket-related 

As in the case of defined contribution pension funds, individual investment choices 

have become more popular. In 1996, 5% of provident funds offered investment 

choices as opposed to 12% in 1998. 

About 90% of provident funds are managed by a Board of Trustees. Funds offering 

equal representation to members arid employers, increased from 77% in 1996 to 84% 

in 1998. In the case of 8% of provident funds, the trustees are still elected by the 

employer only. Owing to the amendment to _the Pension Fund Act, this will not be 

allowed after 15 December 1998. 

The percentage of {J.mds that offer their members housing aid increased from 54% 

in 1996 to 71% in 1998. 
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Section 2: Contributions 
Since the previous survey the average employer contribution has dropped by about 

0,3% to 8,9% of salaries. The average member contribution, on the other hand, has 

increased by 0,6% to 6,1% of salaries. These rates are significantly lower than is the 

case under defined contribution funds. 

Average employer and member contributions 

• Employer contributions 8.9 

• Hember contributions 

In the case of 24% of the funds the employer has an unlimited liability and he has to 

increase contributions fo make provision for the increase in the cost of administra· 

tion and risk b e n e fi ~ - this means that in the case of 76% of the funds, members 

carry the risk of such increases. 

Liability of employer if cost of 

administration and risk rises 

• Holiability 

• liable 

76X 



As in the previous survey, about half of companies that have a provident fund as well 

as a defined benefit pension fund, pay the same employer contributions to both 

funds, and 28% pay a lower rate with regard to the provident fund. 

Section 3: Hembership 

At 60% of the companies that have provident funds, members have the option of join­

ing the fund. 

Section 4: Hormal retirement aqe 

The average normal retirement age for men and women is 63,4 and 63,1 respec­

tively and does not deviate much from the average retirement age in the previous 

survey. 

Section 5: Pensionable remuneration 

In general fringe benefits are' not included. A possible reason for this is that the 

membership profile is such that not many fringe benefits are involved. 

However, the number of funds that include thirteenth cheques increased from 30% 

in 1996 to 35% in 1998, but is substantially lower than the percentage for pension 

funds. 

Section 6: Retirement benefits 

The percentage of provident funds functioning on a defined contribution basis, is 95%. 

Section 7: Death benefits before retirement 

Lump sum 

The average lump sum at death is 3,7 times salary for 'members with depend'!Jl.tS 

and 3,5 times salary for members without dependants. l11e corresponding figures 

for defined contribution pension funds are 3,3 and 3,2 times salary. (Bear in mind 

that data for "without spouse's pension" and "with spouse's pension" is combined. 

PR~UI~lHT fUH~S j5 

Lump sum a~ death before retirement 

• 1 or 2 limes salary 

• 3 or 4times salallJ 

• Hore than or equal to 
Stimes.salallJ 

Funeral benefits 

lllilh dependants lllilhout dependants 

About twcrthirds of the funds provide separate funeral benefits. The average cover 

increased from R2 785 in 1996 to R3 390 in 1998. This increase-is slightly more than 

the rise in the CPI over the same period. 

Section 8: Disability benefits 

About half of the funds that participated in the survey provide a temporary disabil­

icy benefit In the case of all these funds the temporary disabilicy benefit is a month­

ly remuneration. The number of funds providing a monthly LOco me for permanent 

disablement has increased by more than ten percentage points since the previous 

survey. 

Section g: Termination of seruice benefits 

Termination of service benefits are considerably more favourable for members of a 

provident fund than for tlwse belonging to a defined contribution pension fund. In 

the case of a provident fund the period of phasing·in of employer contributions. in 

cases where employer contributions are allocated on a sliding se al ~. is much short­

er than under a defined contribution pension fund. More funds repay part of or all 
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the employer contributions than in the case of defined contribution pension funds. 

The average rate of compound int e ~est payable on termination of service benefits is 

also higher. The results are summarised in the folloWing table: 

Part of or full emplllyer lllliiTibuNuns 
orreserue ualue 

Rueraqe rare of compound inrmst 

Prourdenrfund Defmedconrnbulron Defmedbenefrl 
pensronfund pensronfund 

4/lshorter lhanlyrs 16lshorterlhanl yrs lnolauailahlel 

SOX 51l 

ll.ll 

By looking at the comparative bar graph one can see which termination of service 

benefits are the most popular in the c!'se of which types of funds. Member contri­

butions plus interest are the most popular benefit·payable under defined benefit · 

funds, while member contributions plus a par t of employer contributions calculated 

by means of a sliding scale are the most popular benefit under defined contribution 

pension and provident funds. About the same number of defined contribution pen­

.sion funds and provident funds pay the member's total share upon termination of 

service. "Other benefits" in the bar graph include benefits such as own contribu­

tions without interest, actuarial reserve vall!e and value of deferred pension. 

Termination of service: Cash benefit pa)d 

• Own contributions with intert!st 

Hember's plus rart of employer's 
contributions p us interest 

Hember' s plus all of employer's 
contributions plus interest 

Hember' s total share of fund 

BX 

Termination of service benefit 

Comparison of benefits between tbree different kinds of pension funds 

• Defined benefit pension fund 

• Defined contribution pension fund 

Prouident fund 

SIX 

44X 

62X 

23X 22X 

.li l. _. ~i :. 
Own contributions 

plus interest 
Hember' s contribu · 
lions plus part of 

employer's contribu · 
lions on sliding 

scale plus interest 

Hember' s total 
share or reserue 

ualue 

Other 



Statistics 

The statistics in the next chapter are 

coded by colour as follows: 

Defmed benefit penswn fund 

~ 

Defmed contnbutwn penswn fund 

Frou1dent fund 



Defined benefit pension funds 

Section 1: General statistics 

Annual premium less Annual premium more Total Annual premium less Annual premium more Total 

than RS million than R5 million than RS million than RS million 

% % % % % % 

1. 1 Active members 1.4 Investments by 

1 - 50 2 1 13 Fund itself 9 17 12 

51 _::_!_0~ ----
- ~ 3 -- --8 -

Assurer(s} 35 17 28 
101 - 500 5 1 10 35 Investment house(s) 27 19 
501 - 1 000 9 14 11 Other financial institution(sJ 

1 001 - 5000 48 22 Combination of above 29 56 40 
5 001 or more 28 11 Participants 45 29 74 
Participants 47 29 76 

1.5 Number of investment institutions 

1.2 Pensioners (including normal retirement, widow's, children's and disability Ooe • 43 18 33 
pension) 

Two 
---32 

18 26 
.!...=._10 21 ----- --- 14 Three 15 25 19 
11 - 20 11 7 f our 10 18 13 
21 -50 15 11 Five or more 21 9 
5 1 - 100 22 14 

Participants 41 28 69 
101 - 500 17 20 -
501 - 1 000 21 12 1.6 fund assets invested in 

I 001 or more 50 22 Market-rela ted _eortfolio(s) 59 65 6 2 

Participants 46 28 74 Guaranteed or tf olio( ~ 12 14 13 

Combination of above 29 2 1 25 
1.3 Administration by 

Participants 42 29 71 
Fund Itself 28 70 43 

Assurer 38 11 ~ 
Broker 5 

Consulting octuar}: 17 12 

Other 2 _:J___ 3 

Combination 7 

Participants 47 29 76 
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Annual premium les s Ann ua l premium more Total 

than RS million than RS million 

% % % 

1.7 Aids (more than one answer possible} 

1.8 

1.9 

1.10 

Forma ~p~ 4 1 - ~ --- ___ 4_6_ 

Formal aids education rogj!_CO"!m~m~e'---"1:;4 ______ ~ 2 ~ 9 _______ ~ 2 ~ 0 '--

Medical test (new members) 22 45 31 

Test for HIV virus (new members) 16 11 

Exclusion clause for 
life cover 

Exclusion clause for 
disability cover 

10 

Equal benefits a ~ d contributions for males and females 

y., 91 90 

No 10 

Participants 47 29 

Subsidisatio n of pensioners' medical aid contributions 

V~en ~ on fu~ 4 14 

From current revenue 46 61 

Via medical a id fund 13 ·11 

~;oP~~e:d:~~ fu~dsion 
No subsidisotion 35 14 

Participants 46 28 

Percentage subsidised by e mployer 

Up to 25% 

25 ,!3 - 49,9_% ___ 

50% 50 55 

50 ,~ -~ % ~ o ___ _2_3 ___ 

~%::..11_. 9 _!. ____ __ 3 ---·--- __13 

100% 27 

Participants 30 22 

9 

91 

9 

76 

52 

12 

1 

27 

74 

2 

2 

52 

__R_ 
8 

15 

52 

Annual pre mium less Annual premium more Total 

than RS million than RS million 

% % % 

1. i1 Medical aid fund open to new members 
y., __5_8 ___ ___ 7 1_ 63 

No 42 29 37 

Participants 45 28 73 

1.12 Option"of provident fund/money purchase pension fund for new members 

y., 53 24 42 

No 47 76 58 

Participants 43 29 72 

1.13 Funds are considering 

Establish ing provident fund 16 

Converting to pension fund based 
on occrueO contributions 20 32 25 

Participan ts II 15 26 

1.14 Management of fund by 

Princi ol officer/Administrator 9 

Boord of Trustees 82 97 88 

Management committee 7 

Partbponts 46 29 75 

1.15 Number, if managed .by Board of Trustees 

Three or less_:_ 5 5 

Four 27 17 
------

five 18 12 

Six 26 14 2 1 

Seven or more 24 74 4 5 

Participants 38 28 66 
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Annual premium less Annual premium more Total 

than RS millton than RS million 

% % % 

1.16 Trustee members elected/nominated by · 

Employees 3 4 3 
&;; lo _e_" ___ - 37 25 32 

Both 60 71 65 

Participants 38 28 66 

1.1 7 Largest representation, if elected by both employees and employer 

1. 18 

Em Ia ees __ 4 ____ 2 

Employers ·4 20 12 
Equal representation 92 __ 8_0 _ ---- 86 

Participants 23 20 43 

Representation of pensioners on Board of Trustees 

Yes 22 

No 78 

Participants 37 

50 

50 

28 

34 

66 

65 

1. 19 , Representation of directors on Board of Trustees 

v., 
No 

Participants 

1.20 Total value of assets (R million) 

0- 12 ,0 

12,1-60,0 

60, 1 - 120,0 

120. 1 ::::JoO,O 
300, 1 or more 

Participants 

68 

32 

37 

19 

4 1 

14 

21 

5 

42 

83 

17 

24 

14 

7 

76 

29 

74 

26 

61 

----- ~! 
14 

15 
--35 

71 

Annual premium less Annual premium more Total 

than RS million than R5 million 

% % % 

1,21 Me!"bers infonned about fund benefits by 

A rule booklet 76 90 81 

Annual benefit statements 92 87 90 
Notices 31 65 44 

Trustee reports 27 42 33 
Speeches 12 16 14 

Audio-visua l presentations 12 16 14 

Workshops and 
discussion groups 18 23 21 

1.22 Funds that feel tflat communicarion with members is sufficient 

v •• 77 69 74 

No 23 31 26 

Porficiponfs 47 . 29 76 



Section 2: Contribuiions 
Annual premium less Annual premium more Total 

than RS million than RS million 

%" % % 

2. 1 Employer contributions as % of annual salaries 

0% 4 3 

0 , 1% -5% 

5 , 1% 7 ,5% 22 10 18 

7 ,6% 10% 31 16 25 

10, 1% 12 ,5% 27 32 28 

12,6% 15% 13 7 

15, 1% 20% 23 14 

20, 1\ or more 

Porliciponfs 49 31 80 

2.2 Member c~nh'ibuthms as % of annual salarje_s (top management) 

0% 7 4 6 

0 ,1% 5% 

5 , 1% -6% 12 

6, 1% 7% 20 

7 , 1% 8% 47 

8, 1%ormore 7 

Porficipants 41 

21 

64 

7 

28 

4 

9 

20 

54 

7 

69 

2.3 Member contributio~s as % of annual salaries (other) 

0% 2 3 3 

0,1%-5% 4 

5, 1%-6% 10 

6,1% -7% 2 9 __ 2_3 _____ 26 

7.1% -=a%---- - __ :_ 49 '---- ----~ 

8,1% or more 

Participants 

4 
49 

65 54 

31 80 

Annual premium less Annual premium· more Total 

than RS million than RS million 

% % % 

2.4 Provision for past service conh"ibutions 

Yes 77 71 75 

No 23 29 25 . 

Porticiponls 48 31 79 

2.5 Application of post service contributions 

Buying of post years of service 49 68 56 

Buying of add itional 
pension at retirement 35 18 29 

Choice between above 11 14 12 

Other 3 

Participants 37 22 59 



Section 3: Hembership 
Annual premium less Annual premium mqre 

than RS million than RS million 

% % 

3 .1 Qualification requirements (more than one answer possible) 

None 7 

Permanent service 98 85 

Above minimum age 19 26 

Below maximum age 67 44 

Minjmu ~ 4 

M inimum term of service 0 

Other 22 

3.2 Provident fund in operation 

v., 73 48 

No 27 52 

Participants 4 9 31 

3 .3 Provident fund for (more than one answer possible) 

Temporary employees 3 

T rode union members 29 14 

Houri ·, weeki -paid 32 50 

C hoice of employee 38 G6 

Executives -
"Top Hor"' fund 26 57 

O the r 24 2 1 

Toto I 

% 

3 

87 

20 

55 

11 

64 

36 

80 

25 

38 
38 

35 

23 

Section 4: Hormal retirement aqe 

4 . 1 

4.2 

4 .3 

4 .4 

Annual premium less Annual premium more 

than RS million than RS million 

% 

Normal retirement age (men - top management) 

59 and younger 

60 years 37 

6 1 to 62 years- 7 

63 to 64 ears 

65 years 

Parliciponls 

10 

46 

4 1 

Normal retirement age (men - other) 

59 and _y o ~ g~r .... 

60 l ear ~ 

61 ~ 6 ~ r~ ~-- 4 

6 ~ 64 y ~r ~ ___. 18 

65 yea rs 69 

Participants 45 

% 

. 4 

46 
7--

25 
18 

28 

24 

7 

24 

45 

29 

Normal retirement age (women - top management} 

59 a nd _younger 4 

60 y~ -- 34 42 

6 1 to 62 years - 8 11 

~ 64 ~~ -- 16 25 -
65 years 42 18 

Participants 38 28 

Normal retirement age (women - other } 

59 and younger 

60 yea rs 

61 _!? 62 years 

63 ~ 6 4 J'.!ars 

65 years 

Participants 

27 

16 
55 

. 4 4 

21 
----- -----

11 

25 

43 

28 
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Total 

% 

1 

41 
7 

16 

35 

69 

15 

5 

20 

60 

7 4 

37 

9 

20 

32 

66 

25 

6 

19 

so 
72 



4 .5 

4 .6 

Annual premium leu Annual premium more 

than RS million than R5 million 

% % 

Additional pensionable service for top ,management if 
retireme nt age is lower 

Yes 67 70 

No 33 30 

Porliciponls !2 ! 0 

Number of years' additional pensionable se rvice for top manageme nt 

14 

More tha n 5 years 

Participant!. 

50 

50 

14 

58 

14 

7 

OffiHtO BfHtfiT PfHSIOH f~HOS 43 

Total · 

% 

68 

32 

22 

7 

33 

53 

7 

1 ~ 

Section 5: ~ensionable remuneration 

Annual premium less Annual premium more 

than RS million than RS million 

% % 

5. 1 r.:::~ o ~a:~eo~ e m::s~rc;~o;,~~iC,;)a"agemen t 1 includes 

Bonus (eg marketing) 16 16 

Bonus (1 3th cheque) 49 42 

Commission 12 6 

Cor benefit 20 35 

Housing benefit 12 19 

Other 12 19 

5.2 Pensionable remuneration (other) includes 
(more than one answer possible) 

Bonus (eg marketing) 8 

Bonus (13th cheque) 53 42 

Commission 14 10 

Cor benefit 14 16 

Housing benefit 

Other 16 

5 .3 D ~fi nition 'of pensionable remuneration adjusted (past 2 years) 

Total 

% 

16 

46 

10 

26 

15 

15 

8 

49 

13 

15 

6 

10 

Yes 10 14 12 

No 90 86 88 

Participants 49 28 

5 .4 Benefits added to pensionable remuneration (past 2 years) 

(more than one' a nswer possible ) 

Bonus (eg morketing) 17 25 

Bonus (1 3th cheque) 50 25 

Commission 

Car benefi t 33 TOO 
Housin benefit 33 

Other 17 25 

77 

20 

40 

60 

20 

20 
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Section 6: Honnal retirement benefits 
Annual pren'lium less Annual premium more Total Annual p remium leu Annual p remium more Total 

than RS million than RS million than R5 million than RS m illion 

% % % % % % 

6.1 Average final salary for pension (top management) 6.5 Percentage of average final salary for each pensionable year af service 

lost month 5 21 11 (Top management) 

lost l ear 34 34 34 1,82% or less II 8 

last 2 ears 36 35 36 2% 52 38 47 

last 3 t ears 18 14 2,22% 15 36 23 

last 4 ears 
2,5% 24 11 19 

lost 5 years 4 More than 2,5% 2 3 

Participants 44 29 73 Participants 46 28 74 

6 .2 Average final salary for pension (other) 6.6 Percentage of average final salary for each pensionable year of service 

Lost month 5 23 12 
(Other} · 

32 32 32 
1,82% or less 10 8 

lost year 2% 61 47 55 
lost 2 years 41 36 39 ----- 22-

2,22% 15 33 
lost 3 ears ·IS 13 

~ 15 12 

lost 4 ears 1 
Morefha n 2,5% 

-------- --- ----
3 

lost 5 years 3 

Participants 44 31 75 
Participants 46 30 76 

6.3 Type of lump sum 
6 .7 Funds where a sliding scale is applicable 

Ye• 18 23 20 

Commutation onl 86 74 81 No 82 77 80 

Gro tu i onjy 8 16 11 Participants 45 31 76 

Both 10 
---8 -

31 79 
6 .8 Pension limited to a maximum at retirement 

Participants 48 
Ye• 16 16 16 

6 .4 Gratuity behefit: percentage of final salary for each pensionable year No 84 84 84 

of serv~ce Participants 49 31 80 

0% 3,9% 45 17 33 

4% 5,9% 11 7 6.9 Pension subiect to a minimum at retirement 

6%-;7_,9 ~ 22 83 47 Ye• 26 10 19 

8% -9,9% __ _____ 22 _!L No 74 90 81 

10% or more Participants 47 30 77 

Participants 15 



Annual premium less Annual premium more Total 

than RS million than RS million 

% 

6.10 Type of minimum pension (top management) 

Percentage of fina l salary 25 

Anom~ 50 25 

O ther basis 25 75 

Participants 12 

6.11 Type of minimuh-. pension (other) 

Percentage of final salary I 8 

An amount 55 

. Other ba sis 27-

Participants II" 

6.12 Minimum term of service required for minimum benefits 

Yes 50 

No 50 100 

Participants 12 3 

6.i3 Minimum term of service 

less than 5 years, _____ ..::._ ______ ..::.__ 

:slo9Years -
lOl a l J'Years ____ ~ ---

15 years or more 83 

POrticipants 

% 

19 

43 

38 

16 

20 

47 

33 

IS 

40 

60 

IS 

----,-7 
83-

6 

Section 7: ~arly and late retirement 

Annual premium ~ss Annual premium more 

than RS million than R5 million 

% % 

Early retirement for reasons other than ill health 

7.1 funds that allow for ~rly retirement 

7.2 

7 .3 

7.4 

7 .5 

Yes 100 100 

!'a 
Patticipanfs 48 31 

Number of years that early retirement rriay precede normal retirement 

less than 5 years 3 

5 yea rs 

6- 9 ears 

l 0 years or more 

Particip.,ants 

23 

69 

48 

Pension based on pensionable service till 

Actual eorr. retirement dote 91 

Normal retirement dote 7 

Other 

Participants 46 

Basis of reduction (top management) 

No reduction 5 

Actuarial basis 

Fixed percentage per month. 79 

Fluctuating percen tage per month 14 

Participan ts 44 

Basis of reduction (other) 

No reduction 

Actuarial basis 

fu~rcentoge Per mo.nth 81 

Fluctu ating percentage per month 13 

Participants 45 

19 

26 

52 

31 

90 

10 

30 

84 

10 

29 

84 

10 

31 

Tofal 

% 

100 

79 

13 

24 

62 

79 

91 

4 

81 

12 

73 

4 

3 

81 

12 

76 



Annual premium less Annual premium more Total Annual premium less Annual premium more Total 
than RS R,illion than RS million than RS million than RS million 

% % % % % % 

7.6 Fixed {single) percentage reduction (top management} 7.10 Pension based on service tilt 

l l 2 ~ month or more 6 25 14 Dote of retirement 57 39 50 
51 12% eer month 8 

--3 -
Normal retirement dote 41 :09 40 

2/ 5% er month 5 Other 3 22 10 
11 3% per month 12 17 14 Participants 37 23 60 
1 I 4% per month or less 76 46 64 

Participants 34 24 58 
7.11 Basis of reduction 

None 72 73 72 
7.7 Fixed (single) percentage reduction (other) Actuarial basis 5 3 

T 12% per month or more 9 27 16 Fixed percentage per month 19 23 21 

51 12% eer month 8 3 Fluctuating percentage-per mCinlh 6- 3 
215% per month 6 4 5 Participants 36 22 58 
1 13% per month I I Is 13 

114% per month or less 74 46 63 7.12 Fixed (single) percentage reduction 

1 12% pe!.._ month or more 14 20 17 
Participants 35 26 61 

51 12% per mor,.th 20 8 

Early retirement as a result of ill health 
215% per month 14 

l l 3 % permo ~ 
----

7.8 Funds that provide for early retirement on account of ill health 1 I 4% per month or less 7 1 60 67 

Yes 83 77 81 ParticipantS 7 5 12 
No 17 23 19 

Participants 47 30 77 Late retirement 

7.9 Number of years that early retirement may precede normal retirement 7.13 Funds that allow late retirement 

~ s than 5 i:eors 6 ____ 13 9 Yes 80 87 82 -
5 years 2 N o 20 13 18 

6- 9 years- II 7 Participants 49 3/ 80 
1 0 years or more 80 87 83 

7.14 Continuation of contributions after normal retirement date 
Participants 35 23 58 

Yes 51 8 1 64 

No 49 19 36 

Participants 39 27 66 
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Annual p remium les s Annual pre mium more Total 

than RS million than RS million 

% 

7.15 Service after normal retirement dote regarded as pensionable service 

7 .16 

7 .17 

7.18 

fu ~ " ~ - - -----
No 47 11 32 

Participants 38 

Final average salary calculated on 

Normal retirement dote 54 

Actual retirement dote 

Participa nts 

46 

35 

Increase of normal retirement pension 

None 15 

Actuarial basis 8 

Pens~on increases granted 

Fi x~ percentage 

Fixed percentage plus 
pension in c r ~ oses 

Other --A-

Porticipont.s 

62 

l o 
39 

27 

11 

89 

27 

4 9 

35 

26 

Fixed perce ntage increase in pe nsion if contributions ore continued 

1% pe r month or more 

3 / 4% per month ~~~--­
\ / 2% per month 

1 / 4% pe;-month or less 

Participants 

17 
- l 4 -____ 5_7 __ 

--2 9 

7 

65 

35 

65 

62 

29 

6 

2 

51 

6 

6 

65 

11 

16 

~ 
41 

19 

7 .19 Fixed percentage increase in pens ion if contributions cease 

1% per month or more 39 25 

3/4% per month 22 -
172% p~o nth 17 --ys -
1/ 4% per month or less 22 

Participants 18 

37 

~ 

27 

18 

22 

Section 8: Increase in pensions 

Annual premium ~ss Annual premium more 

than R5 million than RS million 

% % 

8.1 .Funds that provide pension increases 

8.2 

8.3 

Yes 87 

No 13 

Porticipon/s 

Method of pension increases 

None 

Fixed ercenlage {rules) 

Ad hoc 

48 

13 __ ~-
39 

93 
- - -7--

30 

4 

70 

Ad hoc wirh m;;:;-fmum­

Rate decla7ed by assurer_ 

Combination of above 

18 7 

~~ ------------ ~ ~ c-

Participants 40 

Ave rage increases grante d (1995) 

0% -5% 

11 

36 

27 

Total 

90 

10 

78 

9 

53 

13 

13 

12 

67 

5, 1% -7% 

f!!o -9% 
9, 1% - 11% 24 48- ---- ~ 

ll ,J% -13% --- ----1-6-=-=-- 4 

13,1% - 1 5% 5 

15, 1% or mOre 

Participants 37 

8 .4 Ave r?ge increases granted ( 1996) 

0% -5% 3 

5, 1%-7% 

7, 1% -9% 48 

9, 1% - 11 % 
-

30 

11 . 1% - 13% 

13, 1% -1 5% 

15, 1% or more 

Pdrlicipants 37 

27. 

26 

35 

35 

26 

11 

3 

5 

64 

16 

4 2 

32 

3 

63 
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Annual premium less Annual premium more Total 

than R5 million than RS ·i'nillion 

% % % 

8 .5 Average increases granted ( 1997} 

Q_%- 5% __ 5 3 

5 , 1 ~ ____ 3_ -~ 23 11 

2:,_1_%-9% -- --- ~ -
9, 1%-1 1% 34 

--- -= ~~ -----~ ~ ~ ~ -

8.6 

I I 1%- 13% 16 

131% - 15% 3 

15, 1% or more 

Participants 38 

Pension increases foreseen for the future 
(% increase in consunler price index ) 

4 __ 

26 

less than 50% 3._ _____ --; 

50% .6-

66% 

7~ 

100% 

Participants 

46 

42 

36 

8 .7 Additional increases granted (past 3 years) 

Yes -- ~3 

No 58 

Participan ts 

42 -
50 

26 

75 

25 

28 

11 

2 

64 

2 
----5 -

3 

~ 
45 

62 

5L 
44 

68 

Section g: Death benefits prior to retirement 

Annual p remium leu Annual p remium more 

than RS million than RS m illion 

% 

9.1 Benefits at death before retirement (more than one answer possible) 

9 .2 

lu mp-su m paymen t 92 97 

Widow's pension 69 

Widower's pension ---- 53 

Child ~ pen ~ ---6-5 

90 

84 

87 

Widow's/widower's pension at remarriage 

Unchanged 91 
!:!£l:!ed ~ --------

Terminated 

Participants 

9 

35 

____ 93 

28 

Total 

% 

9 4 

7 8 

6 5 

74 

63 

9 .3 Only lump sums (including lump sums under se parate schemes) paid at death 

Me mbers without dependants (Top manageme nt) 

1 x salary 

2 x salary 17 14 16 

~ x salary 

.4 ~salary 50 39 

~xsa l~ -- 25 28 26 

(x salary 8 2 9 13 

Mare than 6 ~Ory 29 16 

Depending on yeors of service 0 

Po ~ li ci ponl s 12 16 



Annual premium less Annual premium more Total 

than RS million than RS million 

% % % 

9 .4 ~:~~~p V:i~~!id~~:la~~~/:o:':~~:::~~~rate schemes) paid at death 

9 33 14 

36 29 

4 x solo 36 29 

5 __x ~l o ...!:t 18 14 

6 x sol ~y __ 33 7 

More than 6 x solor:t 33 7 

Depend ing on years o f servi ce 

Participants II 14 

9 .S Only lump sums (including lump sums under seperate schemes) paid at death 
Members without dependants (other) 

1 x sa la ry - i7 2 x s o ~ y - 13 

3 x sa lary 33 7 

.4 x salary 50 33 46 

5 x sa lary 25 33 27 

6 x sa lar y 7 

M--;;e than6 x ~ l ory 

Depending on yea rs of servi ce 

Participants !2 15 

9 .6 

Annual premium less Annual premium more Total 

than RS million than RS million 

% % % 

Only lump sums {including lump sums under separate schemes) paid at deotn 
Members without dependants (other) 

1 x solar 8 33 13 

2 x solar 38 67 43 

~ x salary 

4 x sola r 29 24 

5 x solar 17 13 

6 x salary 7 

More tho ~ x salary 

Depending on years of se rvice 

Participants 12 15 

9 .7 Lump sum paid together with a spouse's pension 
Members without dependants (top management) 

.!_ x s~ lor y _ 12 __ · ____ 16_ 

2 x salary 54 36 

~ olor 16 

4 x salary _ __§ __ 

5x sola r 6 

6 x so la r 

More tha n 6 x sala ry 4 

Dependi ng on years o f serVice 24 

Participants . 25 25 

12 

8 

2 

2 

12 

50 



Annual premium less Annual premium more Toto I Annual premium less Annual premium more Total 

than RS million than RS million than RS million thon RS million 

% % % % % % 

9 .8 Lump sum paid together with a spouse's pension 
Members without dependants (top management) 

9 .10 ~::~~;" ~~~~:::~d':~~s (o~~se's pension 

~ ---- 12 _ 1_4 __ ._ 13 I x solar 13 13 13 

2 x sola 56 36 47 ~ x salarx 60 42 50 --------
3xs~ 16 9 -- 13 3 x solorl 15 13 14 

4 x salary 8 9 9 4 x solar 8 6 

5 x solar 4 

6xs~ --

5 x salary 4 

6 ~ ~-

More than 6 x solorx 2 More than 6 x sa lar l: 

Depending on years of service 27 13 Depending on years of service 25 13 

Participants 25 22 47 Participants 24 24 48 

9.9 ~::.,:~:- ~~~:';:~d-:: (o~~se ' s pension 

I x salary 15 15 15 

2 x sa lary 54 
----

41 
--

4 7 

3 x salary 15 11 13 

9 . 11 Widow's/widower's pension calculated as 

%of member's solorl 63 21 44 

% of expected pension 37 79 56 

Participants 35 28 63 

4 x salary 8 7 8 9 . 12 Percentage of salary for widow's/widower's pension 

5 x salary 6 LeSs than 30% 

6 x salary 30% -39% 19 17 19 
-

More than 6 x solely 

Depending o ;r ear ~ service 22 12 

40% -49% 29 17 26 
~ ---- 38 49 40 

Participants 24 27 51 
More than 50% 14 17 15 

Participants 21 27 

9.13 Percentage of expected pension for widow's/widower's pension , 

less than 50% 

50% 59 33 43 

5 1% 59% 5 6 

60% 29 18 

More than 60% 33 33 33 

Participants 12 21 33 
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Annual p remium leu Annu~ l premium mo re 

than RS million than RS million 

"'o % 

9 .14 Percentage for children's pension (based on salary) 

1 0 % or less 55 67 

II %- 15% 

16%-20% 

21%-25 % -­

More~2s % - ---

Porl icipon/s 

II 

17 

11 

18 

33 

6 

9.15 Percentage for children's pension (based on expected pension) 

10% or less 1 3 1 I 

11 %_:: 15% 2!J 

16%' - 20% 13 

21% -25% 27 6 
-;-

-
More than 25% 27 J 3 

Participants 15 18 

9.16 Maximum number of children 

1 Or 2 children 19 

3 children 59 35 

4 children 19 19 

More than 4 children 
--1-3 27 

Porticiponts 32 26 

9.17 Description of dependent child (more than one answer possible) 

Total 

% 

58 

4 

17 

13 
--8-

24 

12 

15 

27 

15 

31 

33 

14 

48 

19 
---19 

58 

In terms of the Income Tax Act 53 12 34 
up-k,la-y-ea-,- - ---- ~ ----6 9 ----- 6 o 

19-21years 

22 - 25 years 

26 years 

Older than 26 years 

25 

16 

23 

27 

27 

12 

24 

21 

16 
-5 

Section 1 0: Death benefits after retirement 

Annua l pre mium leu Annual pre mium more Total 

than RS million than RS million 

o/o % % 

10.1 Death benefits after retirement (more than one answer possible) 

~ov is ion - 8 3 

Gua rantee period 63 55 

lump sum 21 29 

Widow's ens ion 77 97 

W id ow~s eension 58 90 

Children · ~ pension 44 74 

10.2 Guarantee period (together with widow's/widower's pension) 

0 years 4 7 

1 - 4 years 

6 ----
59 

24 

85 

__71_ 
56 

5 yea rs 81 80 81 

6 - 9 years 
------.---

10 yean 

Porliciponls 

15 

27 

13 

15 

10.3 Guorontee period (without widow's / widower's pension) 

0 years 4 

1 - 4 years 

5 yeo_,_, ----- 74 85 

6 - 9 years 

10 years 22 15 

Porliciponts 23 13 

10.4 Widow's/widower's pension as a percentage of the member's 

pension prior to commutation 

less than 50% 

50% - ....Q!. iL 
51 % -60% 19 21 

61 % -70% 14 28 

More than 70% 3 

Porticiponls 37 29 

14 

4 2 

78 

19 

36 

52 

20 

20 

66 
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Annual premium less Annual premium more Total 

than RS million than RS million 

% % % 

10.5 Children's pension as a percentage of the member's pension 

prior to commutation 

less tha n 1 0% 14 7 

10%- 15% 42 23 32 

16%-20% 16 36 27 

More than 20% 42 27 34 

Participants 19 22 _41 

10.6 Lump·sum benefit provided by the fund 

Fixed amoun t 40 45 42 
------

%of ens ion 10 33 21 

Amount minus pens ion paid 20 II 16 

Othe"r - 30 II 21 

Participants 10 9 19 

Section 11: Disability benefits 

Annual premium less Annual premium more Total 

than RS million than RS million 

% % % 

11 . 1 Funds that provide a benefit at (more than one answer possible) 

!!_m p o r o~isobi.!!!r 33 35 34 

Permanent disabi l ity 71 52 64 

11.2 Type of disability benefit (temporary disability) 

11 .3 

1 1.4 

l um~m~ - __ 6_ 

Mon thly income only 94 

Temporary income followed by 
lumpsu m _ 

l ump sum fo llowed by income 

Participants 16 

91 

II 

Type of disability benefit (permanent disability) 

lump sum on ly 3 

Month I _in co!!!!_ o~ 82 

20 

27 ----
Temporary income followed by 
~sum 

lump sum followed by income 15 46 

Participants 34 15 

Type of lump sum 

Multiple or percentage of 
annual salary 67 67 

Fixe~mounl -

other -- 33 25 

Participants 12 

4 

92 

4 

27 

8 

66 

2 

24 

49 

67 

5 

28 

18 



Annual premium less Annual premium more Toto I Annual premium less Annual premium more Total 

than RS million than R5 million than R5 million than RS million 

% % % % % % 

11.5 Multiple of annual salary if lump sum is payable on permanent disability 11 .9 Waiting period before payment starts (temporary disability) 

20 17 18 None 12 18 15 
49 27 1 month --- - -

40 17 27 2- 3 months 44 30 

20 17 18 4 - 5 months-

5 x annual salary or more ~0 10 6 mon-th-,--- 44 73 55 

Participa nts 5 II 12 months 

24 months 
11.6 Type of disability income 

Percentage of annual salary 81 82 81 
Participants 16 " 27 

Percentage of expected pension 17 13 11.10 Wa iting period before payment starts (permane nt disability) 

O ther 12 6 None 15 36 21 

Participants 36 17 53 

11.7 Disability bene fit a s a perce ntage of annual salary 

I month 
2 - 3 mo;;ih, ______ -_ -_ -_:2:;9.:::_-- -----__ _:1::4 _-_-:::_-:::: ___ _:2:::5:___ 

4 - 5 month' 
less !han 50% 2 

50% - 59% -- 7 5 
6 months ___ __:: 5 ~ 3 ------ = --------' 5 ';; 2 '--
12 months --

60% -l 4% 
-

15 5 24 months 
75% 72 --sx- - 67 

Participants 34 14 4 8 
I 00% first 2 yea rs 
and 75% thereafter 14 15 14 

Oth,r combina tion averaging 
over 75% 7 

Participants 29 13 42 

11.8 Increase in disability income 

None 23 11 19 

Fixed percentage (rules) 36 27 33 

Ad hoc 23 
4_4 ____ 

--30 

Ad h-oc with~inim u ;- 3 
6 --- 4 

Rote declared by assurer 8 

Combination of above 6 6 

Participants 35 18 53 
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Section 12: Withdrawal benefits 

Annual premium less Annual premium more Total Annual premium less Annual premium more Total 

than RS million than RS million than RS million than RS million 

% % % % % % 

12. 1 Cash benefits at terminarion of service ()'oluntary resignation) 12.4 Funds that allow transfer of benefit to another approved fund 

Own contributions without interest - y., 98 93 96 
----- No ---2 --7 -

Own contributions with interest 49 37 44 4 
-- ----
Member's contributions P.lus Participan ts 48 30 78 
port of employer 's contn butions 

43 47 44 on o sliding scale plus interest 12.5 Benefit transferable on voluptary resignation 

M';mb-;r'.s contribution;-;,lus all Own contributions wi thout interest 2 
of employer's contributions plus 

1 
Own contributions with interest 16 II 14 

interest 

Value of deferred pension 3 Member's contributions P,lus 
part of employer'$ contnbutions 

Actuarial reserve value or on a sliding scale plus interest 51 49 50 
similar benefit 10 8 

Member's contributions plus all 

Participants 47 30 77 of employer's con tributions plus 
interest 7 

12.2 Cash benefits at termination of service (retrenchment) Value of deferred pension 3 

Own contributiOns without interest - Actuarial reserve value or 

0~ contributi;;;;;-with interesl 19 21 20 similar benefit 20 32 25 

Member' s contributions P,lus Participonts 45 28 73 

port of employer's contributions 
14 14 14 on a sliding scale~us~ terest 12.6 Benefit transfe rable on retrenchment 

Member 's contributions plus all Own contributions without interest 0 
of employer's contributions plus 

21 II 17 
Own con tribution s with interest 10 

interest 

Value of deferred pension 2 7 4 Member 's contributions P,lus 
port of employer's contnbutions 

Actuaria l reserve value or on a sliding scale plus interest 15 25 19 

similar benefit 44 47 45 
Member's contri butions plus all 

Participants 42 28 7 0 of employer's contributions plus 
14 interest 21 

12.3 Cosh benefit increased by annually compounded interest rote Value of deferred pension 3 

less than 2% 5 2 Actuaria l reserve value or 

2%-3,9% 9 similar benefit 51 63 56 

4% - 5,9% 9 18 12 Participants 39 24 63 

6%- 7,9% 23 18 21 

8%- 9,9% 50 27 42 

10%- 12% 23 12 

More than 12% 2 

Participan ts 35 22 57 



Defined contribution pension funds 
..... ........... .. .... .. ..... .. .. ... ........ .................. .. .. ....... .. ........... .. ... ... ... ..... ......................... ............ ............. ...... .. ... .. ............ ............ . 

Section 1: General statistics 
Annual premium less Annual premium more Total Annual premium less Annual premium more Total 

than R5 million than R5 million than ·Rs million than R5 million 

% % % % % % 

1.1 Active members 1.4 Investments by 

1 - 50 10 __ 5 
- Fund itsel f 8 12 10 

5 1- 100 10 Assurer(s) 44 29 36 

101- 500 63 12 _____ 3_5_ Investmen t hovse(s) 16 15 15 ---------
O~fi n ~ciof insti tuti;;(s) l 2--

50 1 - 1 000 14 24 19 8 

1001 -5000 3 38 22 Combina tion of above 31 

500 1 or more 26 14 Participan ts 59 

. Participants 29 34 63 
"1.5 Number of investment managers 

1.2 Pensioners (including normal retirement, widow's, children's and d isability Ooe 40 26 32 

pension) Two 36 38 37 

1 - 10 3 1 19 Three 12 12 12 ----
11 - 20 12 . 4 8 Four 18 12 

2 1 -50 30 8 19 Five or more 6 7 
-

51- 100 15 12 13 
Participants 25 34 59 

10 1- 500 4 23 13 
----

501 - 1000 6 1.6 Fund assets invested in 

22 Market-related p~fo l io(sl 57 ___ 44 50 

52 Guaran teed ortfolio s 12 15 13 

Combi nation of above 31 d1 37 

1.3 Administration by Participants 26 34 60 

Fund itself 35 22 

Assurer 39 38 38 1.7 Investment choice for individual members 

Broker 24 11 y., 14 

Con.suhin 17 24 21 No 86 
acluo r 

O ther 10 _ s_ Participants 59 

Co mbina tio;-;rabove 3 3 

Participants 29 34 63 
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Annual premium less Annual premium more Total Annual premium less Annual premium more Toto I 

than RS million than RS million than R.S million than RS million 

% % % % % % 

1.8 If the choice is "yes" 1.13 Subsidisation of pensioners' contributions for males and females 

Cosh channel 17 Via pension ~ 8 9 8 
Market-related fund 100 83 35 61 49 ----
Guaranteed fund 6 7 

roviOent~-
~-------

Participants 2 6 3 2 

49 21 34 
1.9 Market-related choice 

Participants 26 33 59 
High g rowth 33 20 

Bala nced r.isk 100 67 80 1.14 Percentage subsidised 

Participants 2 3 5 u to 25% 0 

25,1% ~ 49,9% 8 
1.10 Reserve account (if applicable) used for 50% 62 39 47 

Stabilising investment returns 33 35 35 50,1% ~ 75% 15 30 25 
Subsidisi ng costs or risk benefits 17 20 75, 1%-99,9% 6 
Shoring among mem bers 14 11 100% 15 13 14 
Em ployer contribution ~oliday 13 10 11 

Patticipants 13 23 36 
Other 

2il---
24 23 

Participants 15 29 44 1.15 Manage.,;ent of fund by 

Principal officer 4 ------- 3 
1.11 Aids {more than one answer possible) Boord of Trustees 

--96--
97 97 

Forma l Aids olic 28 51 40 Ma nagement com mittee 

Form~ i ds educotio~olicy 16 23 19 
Participan ts 27 34 61 

Medical test {new members) - 28 37 33 

Test for HIV ~ew members)_ II 10 1.16 Number, if managed by Board of Trustees 

Exclusion cla use for life cover 3 4 Three or less 4 2 

Four 28 12 19 
Exclusion cla use for 

3 5 d isability cover 3 Five 

Six 36 15 24 
1.12 Equal benefits Ond contributions for moles and females 

Seven or more 24 70 50 
Ye• 96 100 98 

33 58 No-- -- ------ ----- ---
2 Participan ts 25 

Participants 28 34 62 
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Annual premium less Annual premium more Total 

than RS million than RS million 

% % % 

1.17 Trustee members elected/nominated by 

Em lo ees 

Em Ia er 19 16 17 

Both 81 84 83 

Participants 22 32 58 

1.18 Largest representation, if elected/nominated by both e mployees/employer 

1.19 

1.20 

1.21 

19 . .!._ 

76 

21 

Representation of pensioners on Boord of Trustees 

Yes 8 

No 92 

Participants 24 

Representation of directors on Board of Trustees 

Yes 76 

No 24 

Portlciponls 25 

Total worth of assets (R million) 

0 12 36 

12.1 - 60 26 

6 

86 

48 

27 19 

73 
__ 8_1_ 

33 57 

66 70 

30 

57 

p 14 

14 

18 23 

16 

33 

57 

1.22 

1.23 

1.24 

1.25 

Annual premium leu Annual premium more Total 

than R5 million than RS million 

% % % 

Me mbers informed about fund benefits by (more than one answer possible) 

A ruie booklet 69 ~6 _ 78 

Annual b ~eTi t ~ tatemen t s 
Notices 

Trustee ;; pa r ~ 

Speeches 

Audio-visual p resentations 

Workshops and discussion 
groups 

75 

25 

22 

13 

16 

97 

43 __ 54 ___ 

14 

31 

26 

Funds that feel that communication with members is sufficient 

fu 81 ~ 

No 19 32 

P"articipants 21 

Transfe r volue of previous fund 

Actuarial reserve 53 

Actuarial reserve plus fixed 
percentage 

Actuarial res·erve plus age­
related increase 

Transfer credi1 based on 
envisaged retirement benefit 

Participants 

41 

17 

Cost or risk benefits ove r the past years 

Increased 42 
D~r~s -;cr- - - 8-

· No sig nificant decrease 50 

Partlcipants 26 

30 

59 . 

27 

24 

87 

34 
- 39 

10 

22 

21 

74 

26 

61 

39 

52 

2 

7 

44 

32 

12 

56 

59 
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Annual premium less Annual premium more 

than RS million than RS million 

% % 

1.26 How did you read to the cost increase? 

Decreased bonus 1 1 

Subsidised from reserves 33 

Decrease in contributions 
for retirement fund ing 

Employer contribution rote 
increased 

Participants 

22 

II 

22 

9 

43 

29 

29 

7 

Total 

% 

6 

38 

13 

19 

2,5 

16 

Section 2: Contributions 

Annual premium less Annual premium more Tota l 

than RS million than RS million 

% % 

2. 1 Total annual contribution category (member plus employer contributions) 

2.2 

2.3 

less than R 1 million 30 14 

R 1 million to R5 million '70 32 

More than R5 million 

Porficiponls 30 

Employer contributions as % of annual salaries 

0% 3 

0, 1% .-5% 

5,1% -6% __ 1_0_ 

6,1% -7% 
-

7,1 %- 8% 13 

8,1% -10% 13 

10,1 %.::...!.2% 23 -------
12,1 % o r more 39 

Porliciponts 3 1 

100 

35 

_ 3 -

17 

23 

23 

3 1 

35 

Member contributions as % of annual salaries (top ma nagement) 

0% 3 

0,1% - 5% 

5,1 % -6% 13 

6,1%-=-7% - 17 26 

7,1%~ 59 74 

8,1% or more 10 

Porliciponls 30 34 . 

54 

65 

2 

6 

15 

18 

23 

34 

66 

2 

3 

6 

22 
62 

64 



Annual premium less Annual premium more 

than R5 million than R5 million 

% % 

2.4 Member contributions as % of annual salaries (other) 

0% 
o,f%- ~ ----

5,1% - 6% 13 

6,1% - 7% 13 

7,1%-8% 55 

8, 1% or more 10 

Portidponls ' 31 

2.5 Provision for additional voluntary c~ntributions 

Yes 59 

No 

Porliciponts 

26 

ll· 
3 

35 

Total 

% 

2 

3 

6 

20 

67 ___ 3_3_ 

66 

Section 3: Hembership 

Annual premium less Annual premium more 

rilon R5 million than •R5 million 

% % 

3 . 1 Qualification requireme nts (more than one answer possible) 

None 6 3 
Permanent service 91 94 

Above mi~ u m~ 16 II 

Below maximum og__! 44 
- ~ 

Minimum salary 

Minimum term of service 3 

Other 6 3 

3.2 Provident fund in operation 

Yes 77 57 

No 23 43 

Participants 30 35 

Total 

% 

4 

_ _!L 
13 

45 

4 

66 

34 

65 

3.3 Provident fund ,for (more than one anSWe r possible) 

Temporary employees 

Trade union members ____ ___: 2 ;::; 5 :----~-- -; 1 -;, 7 -
Hourly-, weekly-po"';d'c'------::-- lo 10 

Choice ol emploYee 32 60 45 
Executives - ~ Top Hot'" funds _3_2___ 20 --26-

0ther 23 20 21 



Section 4: Honnal retirement aqe Section 5: Pensionable remuneration 
Annual premium Min Annual premium more Total Annual premium ~ ss Annual premium more Total 

tban R5 millton than R5 million · than R5 million than R5 million 
% % % % % % 

4 . 1 Normal retirement age (men - top management) 5.1 r.::~~o~a:~eo~eem::s:~~o;,!:~,;janogement ) includes 
59 or· yo~ _ er 3 2 

60 y~ors 67' 45 55 Bonus (eg marketing) 3 17 10 

~2ye o rs 7 6 6 Bonus (13th cheCjue) ___ 34 57 46 

63 - 6 4 years 3 23 14 Commission 20 12 

65 years 20 26 23 Cor benefit 16 20 18 

30 35 
Hoc;inQbenefit 9 17 13 Participants 65 
Other 22 17 19 

4 .2 Normal retirement age (men - other) 
5.2 Pensionable remuneration (other) includes 59 or younger 0 (more than one answer possible) 

60 ears 42 3 1 36 Bonus (eg marketing) 3 14 9 
6 1 - 62 years 6 5 Bonus (13th c he~ 31 60 - 46 
63 - 64 years 13 23 18 

Commission 23 13 
65 years 42 40. 41 Cor benefit --- 20 15 
Porticipanls 31 -35 66 Housing benefit 14 7 

Other 19 17 18 4.3 Normal retirement age (women - ~p management) 

3 3 3 5 .3 Definition of pensionable remuneration adjusted (past 2 years) 
___ 7_0 __ 42 . 55 v •• 6 15 11 

7 6 6 ~ 
No 94 85 8 9 

63 - 64· years 3 23 14 Participants 31 34 65 
65 years 17 26 22 

30 35 65 
5 .4 Benefits added to pensionable remuneration (past 2 years): Participants 

(more than one answ er possible) 

4.4 Nonnal retirement age (women - other) Bonus (eg marketing) 33 20 25 

~oryaung~ Bonus (13th cheque) 33. 60 50 

60 years 49 31 39 Commission 

61-62 years 3 5 Cor benefit 33 20 25 

63-6~ 13 23 18 Housing benefit 20 13 

65 years 35 40 38 Other 40 25 

Participants 3 1 35 6 6 
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Section 6: Honnal retirement benefits 
Annual premium ten Annual premium more Total 

6 .1 

6.2 

6 .3 

6.4 

than RS million than RS million 

% % 

Lump sum payable at retirement 

~. 100 100 

No 

. Percentage of accrued CO!'tributions payable in cqsh 

33h 100 . 89 

P8nsion subject to guaranteed minimum at retirement 

Yes 7 23 

No 93 77 

Porticieonts 30 

Guaranteed minimum applicable to 

All members 1 00 

Members present at esta_b lishment 
of o r cOnversion to defined 
contribution fund 

Members above certain Ofle 
at inception of o r convers•on to 
defined contribution fund 

O ther 

Participants 3 

35 

25 

37 

13 

25 

8 

% 

100 

66 

94 

6 

66 

15 
----8.5 

46 

27 

9 

18 

" 
6.5 Method to conve rt accrued contributions (less lump sum) into a pe nsion 

Annuity purchased from assurer 69 

Pension paid on unassured basis 
from osse t ~ fund _ _ _ __ 7 __ 

Combination of above 

Porliciponls 

24 

29 

53 

35 

12 

34 

61 

22 

17 

63 

Section 7: farlg and late retirement 
Annual p remium less . Annual premium more 

than R5 million than R5 million 

% % 

Early retirement for reasons other ·than ill health 

7 . 1 

7.2 

Funds that allow for ~rly retirement 

Yes 100 100 
No · 

Number of years that early retirement may precede normal retireme nt 

Less than 5 years 3 3 

5 ears 

6-9 ears 

10 years or more 

Participapts 

10 14 

31 

52 

35 

Early retirement as a result of. ill. health 

7.3 Funds that provide for early retirement on account of ill health 

Yes 97 88 

No 12 

Participants 31 33 

7 .4 Maximum number of years that early retirement ma'y precede normal 
retire ment 

l ess thon 5 yeors 12 · 

5 eors 8 4 

~ 9 ~ ars 8 

10 years or more· 72 96 

Pa.rticipants 26 26 

Total 

% 

100 

3 

12 

92 
8 

64 

6 

6 

4 

84 

52 
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Annual premium less Annual premium more Total 

than RS million than RS. million 

% % % 

Late retirement 

7.5 

7.6 

Funds that allow late retirement 

fu ~ 00 ~ 
,:-: N :.: o ---------- .;- 1 6:---'--------~ 2 ;;, 0 -- -------1-8-

·Participanls 32 35 67 

Conti,;uation of contributions after normal retirement date 

Yes 70 93 

No ~ - 7 

Participants 27 28 

·82 
---.fa 

55 

Section 8: Increase in pensions 

8.1 

Annual premium less Annual premium more Total 

than RS million than RS million 

% 

Provision for pension increases 

No increases 18 

Depends on member's choice 
of annuity 

Based on ro le declared' by 
assurer 

Ad hoc (a llowed for in factors 
used to convert accrued 

29 

' 25 

contributions into p , _ e -:- n -,. s _ i o _ n _:__ ) --:-:--'--- 4 ----~ 

G rowth reserve used for ad hoc 
increa sed 

Combination of above 

Participants 

18 

28 

% % 

8 

39 34 

12 18 

2 1 13 

9 8 

18 18 

33 61 



Section g: Death benefits prior to retirement 
Annual premium less Annual premium more Total 

than RS miiUon than RS million 

% % % 

9 .1 Benefits at death before retirement: (more than one answer possible ) 

lum sum a men! 97 ' 1 00 99 

Widow's ension 50 60 ___ 5_5 _ 

Widower's eension 41 49 45 

Children's pension 44 57 51 

9 .2 Widow's/widower's pension at remarriage 

Unchanged 94 95 95 

Halved 

Termi;oted 5 

Participants 16 2 1 37 

9 .3 Only lump sunis (including lump sums under separate sd1emes) paid at death 
Me mbers without dependants (top manage ment) 

1 ~~ o~y ----- 4 2 x solo ~ ------
3 x solar 23 15 

8 8 

23 15 

15 12 

23 12 

15 8 

23 27 

Porticif?onts 13 26 

9.4 

9 .5 

Annual premium leu Annual premium more Total 

than R5 million than RS million 

o/. % % 

Only lump sums (including lump sums under separate sche mes) paid at death 
Members without dependants (top management) 

1 ~~lo r "t_ 
~.-

2 x solar,__ ___ _ 8 

3 x salary 23 15 

4 x solar 15 12 

5 x solorr 15 8 12 

6 x salary 15 12 

Mor;thon 6 ;;a lar 15 8 

Dependent on years of s~ r ~ic e 15 8 

Age-related 23 31 27 

Participants 13 13 26 

Only lump sums (including lump sums unde r separate schemes) paid a t death 
Me mbers without dependants (other) 

1 x salary · - ~----- .-;; ------ ~ -2 x ~olary ____ ---- 8 4 

~ al~y --- 23 1 s 
~~~ 8 
5 x salary 23 15 
6 x sa lary 1 5 12 

More than 6 x salary - 23 12 
Dependent on years of service ~ ------- --8 

A9e-;el~d 23 3 1 27 

Parliciponts 13 13 26 

• " ' ~ "•"'" ~-""'l:- ~ 
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9.6 

Annual premium less Annual premium more Total 

than R5 million than RS million 

% % % 

Only lump sums (including lump sums under separate schemes) paid at death 
Members without dependants (other) 

1~ -- --- 0 
2 x sola 8 8 

3 x solar 23 15 

4 x solo 15 12 

Sxsala 15 8 12 

15 12 --------
15 8 

6 x salary __ _::8 ___ _ 

More than 6 x sa~ 
Dependent on years of service 15 8 

Age--related 23 31 27 

Participants 13 13 26 

9.7 Lump sum paid .together with a widoWs/widower's pension 
Members without dependants {top management) 

57 

29 

7 

Participants 14 

48 

38 

10 

21 

51 " 

34 

3 

3 

9 

35 

Annual premium less Annual p remium more 

than RS million than RS million 

% % 

9 .8 Lump sum paid together w ith a widow's/widower's pension 
Members without dependants (top management) 

. 1 x solory . 

Total 

% 

2 x solmy 54 ______ 5~ 2 ,_ ______ 5~3~ 

3 x salary 31 33 32 
4 x salary ----''C--------':;:3:.. 

5 x sa lary 3 

6 x salary 

More than 6 x sa lary 

Dependent on years of serVice 

Age--related 1 0 

Participants 13 21 

9 .9 Lump sum paid together with a widow's/widower's pension 
Members without dependants {other) 

54 56 

31 33 

Participants 13 18 

9 

34 

55 

32 

6 

6 

31 



Annual p remium less Annual p remium more 

than RS million than RS m illion 

% % 

9.10 Lump sum paid together w itl> a widow's/widower's -pension 
Members without -dependants (other) 

9. 11 

9.1 2 

1 ~ sola r 

2 x solar 

6 x sala ry 

More than 6 x salary 

Dependent on years of service 

Age-related 

Participants 

50 6 1 

33 28 

8 6 

-------------

8 

12 

6 

18 

Percentage of salary for widow's/widower's pension 

less than 30% 6 

30%-39% 1A 18 

AO%- A9% 50 Al 

50% 29 18 

More than 50% 7 12 

Participants 14 - 17 

Pe rcentage of salary for children's pens.ion 

10% or less 62 50 

11 % -15% 8 31 

16% 20% 8 

2 1% 25% 15 6 

- More than 25% 13 

Participants 1.3 16 

DmHrD COHTRI~UTIOH PtHSI OH fUHDS 65 

Total 

% 

57 

30 

7 

7 

30 

3 

16 

48 

23 

10 

31 

55 

21 

3 

10 

10 

29 

Annua l premium less' Annual premium more Toto I 

than RS million than RS million 

% % % 

9 .13 Maximum number of children 

1 or 2 children 1A 5 

3 children A3 A2 
, ~~~~ ------------ ~ ------------~------------ 9 

43 
A children 36 A2 

More than A children 7 11 

Participants 14 19 

9 .14 Description of a depende nt child (more than one a nswer possible) 

In term of the Income Tax Act 31 25 

A6 60 

38 20 

22 - 25 years 31 40 

i26 ea rs 31 10 

Older than 26 years 15 10 

39 

9 

33 

27 

55 

27 

36 

18 

12 
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Section 10: Death benefits after retirement 
Annual .pr-emium less Annual premium more 

than RS million than RS million 

% % 

10.1 Determination of benefits on death after retirement , 
. Depends on member's choice of 
annuity 62 60 

Defined in rules 38 43 

10.2 Benefits (more than one· answer possible) 

G~~on t ee period 70 67 

Widower's pension 

Children's pension 

40 33 

90 100 

60 

50 

93 

73 

10.3 Guarantee period (together with widow's/ widower's pension) 

0 years 

1 - 4 years 

5 years..) _ 100 89 

6- 9 years 

10 years 11 

Participants 5 

10 .4 Guarantee period (without widow's/widowe r's pension) 

0 years 

1 - 4 y &ors 

5 years 100 80 

6 - 9 years 

10 years 20 

Participants 5 

Total 

% 

61 

41 

93 

7 

14 

9 1 

9 

" 

10.5 

10.6 

Annual premium less Annual premium more Total 

than RS million than RS million 

% % % 

Widow's/ widower's pension as a percentage of the member's pension prior 
to commutation 

less than 50'7' ~ 4 

50% 50 47 48 

5 1 %-~ 25 13 

61%-70% 13 9 

More than 70% 

Participants . 

25 27 

15 

Children's pension as a percentage of the member's pension prior 
to commutation 

26 

2 3 

less than I 0%, · 38 23 

1 0% - 15% 80 13 38 

16% - 20% 

More than 20% 

Participants 

20 

5 

13 

38 

8 

31 

13 



Section 11: Disability benefits 

Annual premium less Annual premium more Total 

than RS million ' than R5 million 

% % % 

11.1 Funds that provide a benefit at (more than one answer possible) 

Tern orar d isobili 50 49 49 

81 77 

11 .2 Type of disability benefit (temporary disability), if applif;able 

~V !!!f> su~ - ____ · _ _:::__ 

Monthly income on ly 86 88 

Temporary income followed by 
o lump sum . 

lump sum followed b1 income 

Participants 

7 

15 

12 

17 

11.3 Type of disability benefit (permanent disability), if applicable 

lu~_!_Vm Qn_!y _ _ 15 · 

79 

88 

Monthly income only 88 62 _______ 7 ~ _ 

Temporary income followed by 
o lump sum __ 4 ___ _ 

l ump sum followed by income 8 

Participants 25 

11 .4 Type of lump sum 

Multiple or percentage of 
annual salary 6 7 

fixed amount --33--

0 ther --

Participants 

4 4 
:-::9:-------13 

27 52 

56 

44 

9 

59 

8 

33 

12 

11.5 

11 .6 

11.7 

Annual premium leu Annual premium more Total 

than R5 million than R5 millian 

% % 

Multiple of annu_al salary if lump sum is payable on permanent d isability 

1 x annual salary 33 25 29 
2....1LOll.OJJ_OlsalOLy __ 3 50 -
3....x_ao.o.uals..olOLy. _ _'15 

4....x....ann.u..aLs.aku.y __ -----
5 x.a.n.n.ual saJary Qf _mare 33 lg 

Parliciponls 7 

Type of disability income 

~cen t oge of on ~o~ r t_ _ 96 93 94 

Pe rcen to g_;:_o f ~ x e=~: Je ~e n s~ 4 4 4 

Other 4 

Porliciponls 26 27 53 

Disability income as a pe rcentage of ~ nnual salary 

less thon 50% 0 

50%- 59% 4 2 -
6~ -74% 4 2L 16 --
75% 88 60 74 

1 00% first 2 years ond 
75% thereafter 6 

O ther combination averaging 
over 75% 

Participants 25 25 50 



Annual premium ~s.s Annual premium more 

than ~ million than R5 million 

% % 

11.8 Increase in disability income 

None ___ .!£ 4 

Fixed percent~e~s) 
---- ----

28 14 

Ad hoc 24 50 

Ad hoc ~ith~imum 4 14 

Rote declared b assurer 24 A 

CombiOotion of above 14 

Participants 25 28 

11.9 Waiting period before payment starts (temporary disability) 

None 7 18 

1 month 

2 - 3 months 33 41 

4 - 5 months 

6 months 60 41 

12 months or longer 

Participants 15 17 

11.10 Wairing period before payment stotts (permanent disability) 

None 8 31 

1 month 

2 - 3 months 
--33 _____ 

23 

4 - 5 months 

6 months 59 42 

12 months or longer 4 

ParticipOnts 24 26 

Total 

% 

..'! 
21 

39 

9 

13 

9 

53 

13 

38 

49 

32 

20 

28 

so 
~ 

50 

Section 12: Ulithdrawal benefits 

Annual premium less Annual premium rrtOf'e Total 

than R5 million than R5 million 

% % 

12.1 Cash benefit at termination of service {voluntary resignation) 

12.2 

12.3 

Own contributions without interest 3 6 

0~ ~~lrib~ons plus interest 20 11 

Member's contributions plus port 
of employer's contributions on a 
sliding scale plus interest 47 

Member's contributions plus 
employer's contributions plus 
interest 

Member -;; tot~l shore of fund 23 

Participants 30 

Cash benefit at termination of service (retrenchment) 

Own contributions without interest -

Own contributi-ons plus interest 1 0 

Member's contributions plus ~ 
of employer 's contributions on a 
sliding scale plus interest 1 0 

Member's contributions piUs 
employer's contributions plus 
interest 

Member's total share of fund 

Participants 

17 

63 

30 

------

54 

6 

23 

35 

3 

3 

23 

23 

48 

35 

15 

51 

6 

23 

65 

2 

6 

17 

20 

55 

65 

Number of years after which part of employer contriburions a re payable o n 
voluntary resignation lif a sliding scale applies) 

Payable immediately 23 11 16 

1 - 2 years 46 21 31 

3 - 5 y~s 23 26 2S 

6- 10 years 3 1 19 

More than 10 years 11 9 

Participants 13 19 32 
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12.4 

12.5 

]l.6 

12.7 

~[fiH[~ C~HTRIB~li~H P[HSI~H f~H~S 6g 

Annual premium less Annual premium more Total 

than RS million than RS million 

% % % 

Number of years after which port of employer' contributions are payable on 
retrenchment (if a sliding scale applies) 

Payable immediately 50 

I - 2yeors 

3 =-i..Y~ ~ ---
6- 10 ears 

More than 10 years 

Participants 

50 

4 · 

13 

13 

37 

24 

13 

Percentage of employer.'s contribution vesting each year 
(voluntary resignation) 

0% - 9,9% 
10%-
10, 1% 19,9% 

20% 

More than 20% 

Participants 

27 

13 

7 

15 

20 

50 

25 

20 

Pe rcentage of e mployer's contribution vesting each year (retrenchment) 

25 

25 

17 

2S 

12 

23 

48 

3 

20 

6 

35 

0% 9,9%' 27 17 

~ ~ ~ w n 
10, 1%- 19,9% 13 

2o l'~ 13 

More than 20% 49 

Participants 

13 

40 

15 

4 

13 

44 

23 

Withdrawal benefit increased by annually compounded interest rate of 

L e~ hon 4% 

4,0% - 5,9% 

6,0%- 7,9% 

8,0%- 9,9% 

10, 0%- 121';-­

More than 12% 

Participants 

15 . 9 -- ----y-
23 

---- ' ~ ~ ---
39 27 

36 

13 22 

11 

3 

14 

_ __!L 

~ 
26 

35 

Annual premium less Annual premium more 

.than RS million than RS million 

% % 

12.8 Determination of interest rate 

Specified in rules 35 13 

Based on fund's investment return 65 87 

Participants 26 31 

12.9 Funds that allow transfer to another approved fund 

Yes 100 97 

No 3 

Porticipanlf 30 

12.10 Benefit transferable on voluntary resignation 

· Own contributions without interest -

Own contributiqns plus interest 

Member's contributions plus port of 
employer's contributions on o 
slidi_r:_g sca le plus interest .4 3 

Member's contributions plus a ll 
of employer's contributions plus 
interest 

Member's t o to ~ r ~ f u ~ - .43 

Participants 30 

12. 11 Be nefit transferable on retrenchme nt 

35 

32 

12 

50 

34 

Own contributions without inte rest - ----

O:n contri ~ in -;;;:; st 7 

Me;;;ber's contributions plus port of 

~~~/;~ ~~~~ ~~ o ~~!b i ~li~ r : ~ , o n o ___ 3 ____ , 

Total 

% 

23 

77 

57 

98 

2 

65 

6 

38 

9 

47 

64 

Member's contributions p ~ ­
of employer's contributions plus 
interest 13 26 20 

Member's tota l shore of fund 73 71 72 

Participants 30 34 64 
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Section 1: General statistics 
Annual premium less Annual premium more Total Annual p remium less Annual prem ium more ,...,, 

than R5 million than RS- million than R5 million than R5 million 

% % % % % % 

1. 1 Active members 1.4 Number of investment institutions 

I- 50 10 Ooe 47 19 37 

51 - 100 8 Two 19 24 21 

101 - 500 27 Three 28 28 28 

501 - I 000 14 13 Four. 19 9 

I 001-5 000 16 49 29 Five or more 3 )O 5 

5001 or more 3 32 13 octici ants 6 51_ 

rlil nl 8 2 0 
1.5 Assets of fund invested in 

1.2 AdministTation by Market-related ortfolio(s 29 27 __ __!!___ 

Fund itself 18 IS Gu oro;;l;ed po_!:lfol io(s) 29 18 25 

Assurer 29 36 31 Combination of above 43 55 47 

Br ~ -
16 23-- 18 'P rllcieants 35 57 

Con~ulting actuary 29 23 27 

Other 3 3 1.6 Investment choice for individua l members 

Co;binotion oJ above 5 5 Yes 18 12 
------ - -----as No 92 82 

ortici ants 38 22 60 
37: 5 

1.3 Investments by 

Fund itself 
1.9 Reserve account used for 

49 27 41 Stabi~sing in ve~ t menl returns II 39 24 

24 14 20. Subsidising risk . benefits 
_ 3_1_ 

22 27 

-- --s ~ --2- Shoring among members 26 II 19 

- Em..e!_oyer contribut~n holiday 16 11 14 

Other 16 17 16 

37 

q 
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Annual premium less Annual premium more Total Annual p remium leu Annual p remium mo re Total 

than RS million . than R5 million than RS million than RS million 

% % % % % "'· 
1.8 Aids (more than one answer possible) · 1.13 largest representation, if nominated/elec:ted by both 

Formal Aids policy 39 59 47 Employees 15 5 10 
Formal Aids education programme 16 36 23 Em ~ e ~ 7 6 
Medical tesl (new members) 18 23 Both 78 90 84 

Tes ~HI\i {new members)- 3 orfici ants 27. 22 
Exclusion clause for life cover , 5 

1.14 Total value of assets (R million) 
Exclusion douse for disabi lity 

3 0- 12 ~ 35 

12,1 ~ 60 22 18 21 
1.9 Equal benefits and contributions for males aQd females 60, I - 120 II 23 16 

y ~ ----- 97 -
9j ___ 97 120,1,:: 300 __ - .] 36 16 

No 3 5 3 300,1 or more 18 12 

artiCII?_Onls 38 22 0 Parfici onls 22 58 

1.10 Management of fund by 1.15 Me mbers informed about fund benefits"by (more than one a nswer possible ) 

Princieol o fficer 14 8 A rule booklet 82 86 83 

Board of Tru.stee!i 86 100 92 Annuol benefit statements 92 100 95 -----
Notices 59 47 Mbnogement committee 39 ----

37 59 - 4 5 
37 2 59 Trustee reports 

Speeches II 23 15 
1.11 Numbe r, if managed by Board of Trustees Audio- v i s~al prese ~io ns 16 23 18 

3 or le.s.s 3 2 

4 - ,-6-- 9 
Workshops ond discussion 

24 23 2 3 groups 

5 
-

6 4 

37 18 30 1.16 Funds feel that communication w ith members is s ufficient 

55 v., 76 64 7 1 
7 or more 38, 82 

29 No 24 36 
orliclea ' 

32 2 54 
22 Porticipan .s 37. 

1.1 2 Trustee m e mbers nominated/elected by 
1.17 Pi-ov ision of cash be nefit in rim es of need 

E~ees 

8 Ye> 6 
Emplor.er 13 

95 9 5 No 94 
Both 87 9 2 

53 
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Annual p remium less Annual p~mium more 

tftan RS million than RS million 

% , % 

1.18 Type of cosh benefit 

Endowment plan 

Savings scheme 100 

1.19 Provision of housing aid 

Yes 65 

No 35 

1.20 Type of housing aid 

52 

48 

23 

1.21 Transfer value of previous fund 

Actuarial reserve only 55 

Aduoriol reserve plus 
fixed percento~e _ _ 23 

Actuarial reserve plus 
age-related increase 

Transfer credit based on 
envisaged retirement benefit 

orticl nts 

14 

9 

22 

1 .22 Cost of risk benefits over the po st years 

Increased 50 

Decreased 

Na signifi;;nt change 50 

Partici 

63 

32 

19 

29 

14 

57 

2 

Total 

. % 

100 

59 

2 7 

10 

5 

41 

42 

5_ 

53 

55 

1.23 Reaction to increase 

Decrees~ bo ~ nvs _ 

Subsidised from reserves 

Decrease in contributions 
for retirement funding 

~;~;.,r,~d level of risk 

Employer contribution 
rote increased 

Participant$ 

Annual p remium leu Annua l premium more Total 

than RS million tha n RS million • 

% % % 

47 43 45. 

27 29 27 ------
13. 14 14 

14 14 

22 



Section 2: Contributions 

2. 1 

2.2 

Annual premium leu Annual premium more 

than R5 million than RS million 

% 

Totcil annu~l c;.ontribution category 

less than Rl million 53 

R I million - R5 million d7 

More than R5 million 

% 

100 

2 

. Total 

% 

32 

29 

39 

56 

Employer contributions as percentage of annual salaries 

~0 %~ -~~--------------~ 5 ------------~~----------- ~ 
0, 1% -5% 

5, 1% -6% 13 

6, 1% -7% 

7, 1% -8% 16 

8,1% - 10% 30 

10, 1% - 12% 21 

12,1 or more 8 

t'i 38 

19 

33 

38 

21 

8 

17 

31 

27 

7 

59 

2.3 Member's contributions as percentage of annual salar ies· 

0% 8 5 7 

5 
~~~~ ------~~-- ~ ------------ ~-------- --- 18 
0, 1% -5% 

5, 1% -6% 22 10 

6, 1% -7% 36 

7,1% -8% 19 

8, 1 or more 6 

'P rtici ants 36 

35 

50 

Q 

36 

30 

4 

56 

2.4 

Annual p~~ium le u Annual premium more 

than RS million ..._ . than RS million 

% 

Description of employer's contributions 

Certain percentage of salary 
plus cost o f odminisfrolioo 
and risk benefits , 24 

Certain percentage of salary, 
which includes cost of administra-
tion and risk benefits 76 

'fs!r!igeonts 3 

% 

23 

77 

Total 

% 

24 

76 

59 

2 .5 If defined benefit fund is oHered as an alternative, employer contribution 
rate to provident fund is · 

~ -- 20 19 19 . 

less 30 25 28 

Some 50 56 53 

~an t. s 20 36 
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Section l: Membership 
Annual premium less Annual premium m~re . Total 

than RS mill~ than RS million 

%. % . % 

. 3.1 Description of. membership 

Temporary employees 

Trade union members 24 15 

Hourlt, weekly-paid 14 17 15 

Choice of employee 48 78 60 

Executives - "Top Hat" fund 14 6 II 

3.2 Qualificati'!n. requirements (more than one answer possible) 

None 8 5 

Permanent service 89 100 93 

Above minimum age 8 14 -10 

Below maximUm age 37 4 1 38 

M inimum salary 

M inimum term of service 3 2 

Other 11 7 

14 PR~UIO tH I fUHDS 

. 
Section 4: Betirement aqe 

Annual premium less Annua'l p ~ m i u m more 

t;han RS million than R5 million 

% % 

4 .1 Normal retirement age (men) 

59 or younger 3 5 

60 years 26 18 

"61 -62 ears 

63 - 64 years 13 

58 

4 .2 Normal retirement age (women) 

59 ':r younger 8 5 

60 "years· 27 24 

61 - 62 ears 

63-64 yea rs 14 19 

65 years 5 1 52 

a · · ants 37 21 

4 .3 Funds thot ollow retirement.before normol retirement oge 

Y~s -. 97 100 

No 3 

22 

4 .4 Number of years thot early retirement may precede normal retirement 

22 23 

19 27 

59 50 

22 

Total 

3 

23 

7 

26 

16 

51 

58 

98 

2 

60 

22 

22 

56 

58 



Annual premi~m leu Annual premium more . 

than RS million than RS million 

% 

4.5 Delay of retirement till after normal retirement date 
Yes . 76 59 

No 24 4 1 

rtic• nts 38 22 

4.6 Continuation of contributions after normal retirement· date 

Yes 66 77 
No 34 23 

artici ants 29 3 

Total 

% 

70 

30 

6P 

6 9 

31 
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Section 5: Pensionable remuneration 
Annual premium less Annual' premium more 

than R5 million than RS millio'n 

% % 

5.1 Pensionable remuneration includes (mo~ e than one answer possible) 

Bonus 1~9...!!!E,!ke t ing) 13 5 

Bonus 13th che ue 32 41 

Commission 8 5 
Cor allowance --------,- , - 14 

Housing allowance 

Overtime 

O ther 14 

5.2 Definition of pensionable remuneration adjusted (past 2 years) 

Yes 11 ·s 
No 89 95 

ortici a nts 37 2l 

5 .3 Benefits added to pensionable remuneration (past 2 years) 
(more than one answer possible ) 

Bonus (eg marketing) -"2;:5:----
Son ~ (13 ~ ) --- 50 100 

Commission 25 

Cor allo~ce 25 1 00 

Housing ollowonce 

Overtime 

O ther 25 

Total 

% 

10 

35 

7 

12 

2 

2 

10 

9 

91 

20 

60 
20 

40 

20 
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Section 6: Retirement benefits 

6.1 

6.2 

Annual premium leS$ Annual premium more 

than RS million than RS million 

% % 

Retirement benefits based on 

Contributions plus in..,estment 
95 95 returns 

Fixed formu la 

grti I nls 38 22 

Funds considering converting ~ - retirement benefits bas"ed on 
accumulated contributions 

Yes 

No 

rtici n 

50 

50 

2 

100 

1 

Total 

% 

95 

5 

60 

33 

67 

,; 

Section 7: Death benefits prior to retiremen! 
Annual premium leu Annual premium more 

than RS million 

% 

tha n R5 million 

% 

7.1 Benefits paid to dependants (more than one a t:~ sw er possible) 

Accumulated member's 
contributions I I 

Accu mulated member's con­
tri b utions p lus pOrt o f e mp loyer's 
contributions on a sl iding sca le 21 

Accu mulated member and 
employer contri butions 61 

Lump-surn poxment of 

~ul t iple ~ sa lc:_r:y -~~~----' 7 -' 9 -

~~~i~:f~J\~r~n~~~ j ect to 
minimum of the member 's shore 
of the fund 

S ouse's ension 

Chi ldren's pens ion 

18 

59 

91 

Total 

% 

10 

20 

6 0 . 

83 

5 

3 

3 

7.2 Only lump su~s (including lump sums under separate schemes) paid ot death 
Members w ithout dependants 

2 
-~-~ 

10 19 14 
-

42 10 28 

29 37 32 

7 14 10 

10 
---6-

More than 6 x so~ ~- 4 

Depending on years of service 4 

P rtici ants 29 21 50 



Annual premium less Annual premium more Total 

tha n RS million than RS million 

% % % 

7.3 Only lump sums (including lump sums under separate schemes) paid at death 
Members without dependants 

1 x solar 4 

2 x solar 18 

3 x solar 37 

4 x sola r 25 

5 x solar 

6 x solar 4 

More than 6 x sa lary 4 

Depending on years of service 

artici "" 8 

7.4 Provision of separate funeral benefit 

Yes 55 

No 45 

Porlici nts 3 

7.5 funeral benefit on death of principal member 

R1 000 

Rl 500 

R2 000 24 

R3 000 43 

R4 000 or m a r ~ 33 

P rticieonls 2 

25 

40 

10 

10 

5 

0 

73 

27 

22 

19 

31 

50 

16 

2 ' 

21 

25 

32 
___ 6_ 

6 

4 

4 . 

48 

62 

38 

60 

22 

~ 
40 

3 

Section 8: Disability benefits 

Annua l premium less Annual premium more 

than RS million than RS million 

% % 

8 . 1 funds that provide a benefit at (more than one answer possible) 

8.2 

8.3 

8.4 

Tern oror disobili 53 59 

Type of disability benefit (temporary disability), if provided for 

l um sum onl 

Monthly income only 

Income followed by lump sum 

l ump sum followed by income 

Patlicie_ants 

100 100 

20 13 

Type of disability benefit (permanent disability), if provided for 

lump sum only ~ _ 36, 

Monthly income only 67 32 

Income followed by lump sum 21 

lump sum followedbyincome 11 

orlici a 34 19 

Type of lUmp sum, if provided for 

Multiple or percentage of an nual 
73 92 s_alary 

f ixed amount 8 

Other 18 

~a nt s " 
13 

Total 

% 

55 

87 

100 

33 

28 

55 

' 13 
4 

53 

84 

8 

8 

24 
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Annual premium less . Annual pre'mium more 

than R5 minion than RS million 

% % % 

8.5 Multiple of annual salary if lumP, sum is payable on permanent disability 

1 x a nnual so lar 14 33 26 

2 x ann ua l so lar 29 17 21 

3 x ann ual sa lary 43 8 '21 

4 x a nnua l sa lary 14 25 21 

5 x annual sa lary or more 17 11 

8.6 Disability benefit as a percentage of annual salary 

less tha n 50% 

50% - 52% 12 4 

60% - 74% 10 7 

75% 77 76 76 

1 00% first 2 yea rs a nd 
75% thereaher 10 12 1 1 

Other combina tion averaging 
over 75% . 3 2 

Ottici ,. 29 17 46 

8 .7 Increase in disability income 

None 33 61 43 
Fixed percentage (ru les) 34 II 25 

Ad hoc with mini mum 24 22 24 
Rote declared by assurer 

Combination of above 8 

ici ••• 18 51 

7~ PROUIOtHT fUHO~ 

Annual premiu~ less Annual premium more 

than RS million tha'n R5 million 

% % 

8.8 Waiting period before payment starts (temporary d i~ bility) 

None 8 

1 month 25 

2 3 months 45 61 

4 - 5 months 

6 months 25 15 

12 months or longer 8 

Orfl i nts 

8.9 Waiting period before payment starts (permanent disability) 

Total 

% 

3 

18 

52 

3 

2 1 

3 

3 

None 9 _l_ci ______ -'1
6
-;'0-

1 month 9 

2 - 3 month s 33 32 33 

4 - 5 months 2 

6 months 43 52 4 5 

12 months o r longer 3 4 

artici nls 3 



Section g: IUithdrawal benefits 

9 .1 

9.2 

9.3 

Annual premium less Annual premium more 

than RS million than RS million 

% % 

Cash benefit normally paid to members at termincition of service 

(voluntary resignation) · 

Own contributions withou t interest · -

Own c~:mtr ib utions plus interest 14 

Member's con tributions plus port of 

employer's contributions pn slid in g . 
sca le p lu s interest 53 

Member's con tr ibu tions plus all of 

employer's contributi ons plus 
interest 11 

Member's total shore of fund ~2 

ortici ants 37 

72 

23 

Cash benefit normally paid to members at termination of service 

(retrenchment) ·, 

Own contributions withou t interest -

Own contributions plus interest 

Member's contributions plus P.Orl of 
emP.Ioyer's contribu tions on slidi ng 
sca le plus interest 16 

Member's contributions plus all of 
employer's contributions plus 
interest 38 

Member's total share of fund 43 

Partici onfs .. 37 

18 

41 

41 

22 

Number of year's membership after which a portion of the employer's 

contributions is repayab~e (voluntary resignatio n), if sl iding scale is 

applicable 

Po able immediotel 2 1 13 

48 27 

26 46 

arficie,ants 19 15 

Total 

% 

8 

62 

22 

5'1 

2 

17 

39 

42 

59 

18 

38 
35 

6 

3 

34 

PROUIOtHT fUHOS 7g 

9 .4 

9 .5 

9.6 

9.7 

Annual pre ...... ium less Annual prem ium more 

than RS million tha n RS million 

% % 

Number of year's membership after which a portion of the employer's 

contributions is repayable (voluntary resignation} 

Total 

% 

Payable immediate! 42 25 37 

50 ----- -----, : ~ : 

29 

25 

!I 

Percentage of employer contributio ns that vest each year 

(voluntary resignation), if sliding scale is applicable 

0%-9,9% 14 

.10% 40 25 

1 0 , 1 %- 1 9 ,~% __ 19 

' 20% 23 31 

More than 20% 

'Portici ants 

23 19 

16 

Percentage of employer contributions that vest each year (retrenchment) 

18 

9 

II 

II 

34 

26 

21 

38 

0% -9,9% 14 7 11 

10% 21 14 18 

10, 1% - 19,9% 21 II 

W% 7 

More than 20% 

~e_a nf s 

58 

14 

Interest rate payable (compounded annually) 

less tha n 4% 6 

4,0,.o 5,9% 

6 ,0% -7,9% 24 

8.0% 9 ,9% 28 

10,0% 11 ,9% 

12 9% 15 0% 18 

More than 15,0% 12 

orfc;ie_ont 17. 

51 

14 

20 

.30 

10 

40 

10 

53 

28 

4 

4 

IS 

25 

IS 

IS 

22 

T 



~~ PR~UI~f HT fUHOS 

Annual premium tess Annual premium more Total 

than RS million tftan R5 million 

% % % 

9.8 Determination of interest rote 

Specified in rules 

Based on investment return. 
of fund 

28 

72 95 

2 

9.9 Funds that olio~ transfer of benefit to another approved fund 

19 

81 

!I 

Yes 100 9 1 97 

No 9 3 

38 22 

9 .10 Benefit transferable (voluntary resignation) 

'Own contributions without interest -

Own contributions p lus interest 

Member's contributions plus port of 

: 1 T/i~~~~~~~ 0 ;l~~bi~ 1 ;~r~ 5 st 00 0 57 

Member's contributions plus all of 
employer's contributions plus 
interest 14 

Member's total shore of fund 24 

3 

9.11 Benefit transferable (retrenchment) 

Own contributions without interest -

Own contributions plus interest 

Member's contributions plus port of 

.. ~ ~ ~J~~~~~~~ 0 ;1~ ! b i ~~~r~ 5 st 00 0 16 

Member's contributions plus all of 
employer's contributions plus 
interest • 30 

Member's total shore of fund 51 

o rti ci ~ nt 

65 

30 

20 

11 

47 

42 

4 

59 

II 

26 

!SZ 

2 

14 

36 

48 

!16 



Top ~anaqemenl : Sales 

John H~olusi • Deputy Chief Emutiue 

[g[ 102\} 947-9111 

faK 10111947-9116 

Cell: 08344SOJ1S 

E-mail joh n moalusi ol sanlam co .ld 

Berrie Botha · Deputy General Hanager: Businesses 

let' lOIII 780-34411' 

faK lO III 780·3443 

Cell 081.4401763 

E-mail : berrie .bothaolsanlam .co .la 

Cas le Hane - Deputy General Ha nager: Institutions 

let: •10111313·3971 

faK : 10111313-3974 ' 

[ell 081 881 6789 

E-mail : cas .lehaneolsanlam .co .za 

. ' 

Dominic Sides - Deputy General Hanager: Brokers 

Tel lOIII 780-JISi 

faK : 10111780·3480 

Cell : • 08361Bm8 ·• 

E-mail nick sid_eslilsanlam .co za 

·, 

.. 

Sanlam retains the copyright of·this suruey_ Reasonable use may be 

made nf the suruey for purposes of comment and study prouide! full 

acknowledgement is giuen to Sanlam. and Sanlam receiues a copy 
thereof. 

. Copies are auailable a! RIOO IUR! mludedl 
per copy andean be obtained from: 

lheliaisonO!ficer 
Employee Benefits 

San lam 
PO BoK I 

SRHlRHHOf 
7~31 

Please contact Sanlam Employee Benefits with any 

suggestions on how wnan make this suruey more 
auth.oritaliue . We can be contacied at: 

faK ~ f011i g47-9116 
e·mail: zaTita human·olsanlam co.1a 
Internet: hllp :'//ww_w.sanlam.co.za 
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