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"IN FUND LIVING ANNUITIES

issues to consider when retirement funds implement in fund living
annuity strategies and the experience and learnings to date



¥ SETTING THE SCENE ...
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. National Treasury Concerns

“Currently workers benefit from a strong support structure provided by the retirement system while they
are employed, which is effectively withdrawn for the vast majority of these workers after they retire.

At retirement the workers are then left to the retail market, where they must bear the risks of retirement
on their own, including the risks of poor financial advice, poor decisions, and high charges.”

“In order to increase the competitiveness of the market for refirement income products, to
provide a greater degree of assistance to members of retirement funds who retire, and to
require funds to use their considerable purchasing power and skill to provide their members
with cost-effective annuitisation options”

national treasury

Department:
National Treasury
REPUBLIC OF SOUTH AFRICA
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“National Treasury has put forward a series of regulations that all retirement funds are supposed to
implement as of the second quarter of 2019, which will see the fund frustees being obligated to pay
more atffention to the retirementincome products that their membership are offered and to
potentially offer an in-fund default option, which the trustees can impose further limits on.”

Jaco van Tonder, Advisor Services Director, Investec Asset Management
September 2018

& Investec
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herhome loan

Funds negotiate lower-cost pensions

Trustees secure lower
institutional rates
offered to big investors

By LAURA DU PREEZ
g wwr(E Ut ach s lis cota

@ Hetirement funds are securing pensions at
significanty lower costs than those you will
be offered as an individual when vou need o
secure a monthly income after you stop
working. These lower costs - anything from
0L6% o 009% a year = will give you a higher
pension or an inflation-linked income for
longer in retirement.

David Gluckman, chairman of Sanlam
Umbrella Fund's nvestment committee and
head of special projects at Sanlam Emplovee
Benefits, said funds’ defaull pensions or an
nuities could save members about one per
centage point in costs ayear.

Alexander Forbes says il new retirement
income product, available as a default annu
ity option for funds, saves on average 0.6G3
percentage points on coss when compared
o other annuities you, as an individual, can
et from other providers.

Funds arme reporting these oulcomes
ahead of the March 20019 effective date for
regulations that will force rustees o choose
suitable annuities for retirees rather than
leaving members to find their own products.

Funds will choose default pensions for
retiring members, but members can stll
choose their own pension providers.

The regulations are set to disrupt the e
tirement fund and financial -planning indus
tries. They also ablige funds to set default in
vestment strategies for both pensions drawn
from savings - living annuities - and pre
retirement savings. In addition, funds will be
obliged o preserve your savings in the fund
whe n you leave a job unless you request the
money be paid out or ransfermed

The lower costs on default pensions are a
result of trustees securing lower institutional
rates affered to larger investors. In addition,
if you choose a default pension, rustees ane
capping the fees payable tofinancial advisers
who advise you on that product, which may
also increase your pension income.

Umbrella funds compete

Umbrella funds, bome o members from
multiple employers, compete for companies’
emploves benefits husiness and their default
annuites are likely o be another feature on
which they will attempt to outdo their rivals.

Anna Siwiak, head of product develop
ment at Sanlam Emplovee Benefits Umbnela
Solutions, said a quote she obtained for a
pension from B2m invested in the Sanlam
Umbrella Fund's living annuity showed it
wirld cost 2.3% a vear when the maximum
advice fee was applied. This was 0.93 of a
percentage point saving a year when com
pared toa living annuity provided by another
investment house.

The costs include an administration fee
for the investment platform, an assel man
agement fee and an adviser fee, which in the
case of the umbrella fund annuity was
capped at 0.86% a vear, including VAT, in
stead of the maximum of L14% for the annu

ity available o individual imvestors.

Though Sanlam is of tering members what
i% known as an in-fund living annuity - your
pension is paid by the fund isell - other
large umbrella funds are offering members
“outsourced” annuities provided on invest
ment platforms run by the same group that
sponsors the fund. However, the rustees can
negotate cheaper “institutional™ rates on
these annuities.

Michael Prinsloa, executive head of nst
wtonal research and product deve lopment
at Alexander Forbes, said this is why funds
can achieve on average a 0L63 percentage
point saving by choosing the Alexander
Forbes Retirement Income Solution as a de
fault annuity over annuities available in the

retail market. The Alexander Forbes Umbrel
a Fund has vel o sel its defaull annuity
optons for next year, but the fund now offers
an in-fund annuity with costs that compare
favourably with the Retirement Income 5o
lution costs, Prinsloo said.

He said that on B2m invested in either the
in-fund annuity of fered by the umbreella fund
of the default income solution, cosis are
0.8% a year for adminiration and invest
ments, excluding direct offshore exposure
and performance fees, and about 1.03% with
offshore exposure and pe riormance fees.

Index-tracking, o passively managed
portfolios, are also available and cost about
(0.3 to 035 percentage points a year less.

Prinsloo said Alexander Forbes has also

capped the adviser fee.

Katherine Barker, head of Momentum's
Funds AtWork umbrella fund, confirmed that
the fund was wsing the Momenbum living an
nuity as a default annuity bul was akosaving
oncosts at instutional rates.

Hugh Hacking, GM for operations at Old
Mutual Corpaorate, said Old Mutual's Super
Fund has two default options, a guamntecd
with-profit annuity and a living annuity,
both provided by Old Mutual. The living an
nuity’s default investment strategy is in Old
Mutual’s smoothed bonus portfolio, which
guarantees 80% of the capital at a cost of
0.7% a year. With this fee, the maximum
charge for the annuity is 1.977%, he said.

The default annuity & cheaper as there &

What is an annuity?

® Pension fund and retirement
annuity fund members are obliged to
purchase an annuity with two-thirds
of their savings at retirement. In retum
for yourinvestment, you receive a
mont hly pensicn.

“ou can choose a guaranteed or life
annuity that pays apredetemined
income for the rest of yourlife

Alternatively, you caninvestina
living annuity, choosing the
investments and taking your chances
an the retums youwill earn.

You may draw an income of
between 2.5% and17.5%: ayear from
yourinwestments.

@ From March next year, your
retirement fund must provide a default
annuity or pension option when you
retire, one that the trustees deem
suitable for you. The default option can
only have a choice of four underlying
investments and the trustees must take
into account the costs of the pension.
“Your retirement fund can offer this
pension from within thefund or out of
fund. The differences are:
In-fund annuity
¥ our investments must comply with
regulation 28 of the Pension Funds Act.
which effectively means you cannot
invest more than 75% of yoursavingsin

\What vou must know about default annuities

equities and listed property and you are
limited to investing up to 30% of your
savings offshore.
& When you die. the trusteses of the fund
will make the final decision on how to
allocate any remaining funds in your
livingannuity.
Outsourced
» Your living annuity investments do not
need to comply with regulation 28.
# You can nominate the beneficiares of
any remaining fundsin yourliving
annuity after you die.

For moreon the advice youneed and
questions you should ask, visit
businesslive coza/ bt/ money

no initial fee or advice fee, he said.

Umbeella funds from Sygnia and 10X both
use their own annuities, which are invested
in index-racking or passively managed
portfolios, as their defaults. Sygnia deputy
CED Dave Hufton said the Sygnia Umbrela
Retirement Fund's default annuity comes
wilh the option of converting all or part of
savings into a Lifetime Income Protection
portfolio, which provides a guaranteed in
come for life.

Trackers save more

The total investment costs [or Lhe annuity
using a balanced fund that tracks a variety of
indices is 0.64% plus any fee negotiated with
your adviser, regardless of whether you buy
the annuity through the umbeella fund or as
an individual. On the part which you invest
in the Lifetime Income portfolio, youwill pay
an ongoing fee of L1% and an initdal upfront
fee of L1%.

Chris Eddy, senior investment analyst at
10X Investments, said the rustees of the 10X
umbrella fund have vet o finalise their de
fault annuity, but an individual aking out an
annuity with 10X invested in passively man
aged funds would pay fees on asliding sca ke
starting at 0.86% on R2m.

Eddy said if 10X Invesme nls is appointed
as a default annuity provider, the mst is
0.50'% - a saving of 036 percentage points.

Neither Discovery nor Allan Gray umbrella
funds have decidedon their default annuity

Daniel van Andel, a product development
manager al Allan Gray, said instiutonal
rates are similar regandless of whether the
annuities come from within the fund or ane
oulsourced toan investment platdorm.
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. Imagine you are reaching retirement age right now ... @SOCIETY
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Which of the following options would you choose?

All Respondents 503
A pension from your employer's retirement fund 240
47.7%

SANLAM BENCHMARK 2015
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2016 New Business Statistics - Living Annuities

_ single Premiums | AYEIS Thole
Premium

Living Annuities 55,086 R 56,810,000,000 R 1,031,297
Compulsory Annuities 13,950 R 5,286,000,000 R 378,925

2017 Living Annvuities Survey
South Africans had R421.9 billion of their retirement savings invested in 447 560 living annuities
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Living annuities are the de facto annuity of choice for retiring South Africans
despite shortcomings

- Default Regulations specifically mention both In Fund and Out of Fund living
annuities

« Therefore we aim to contrast these two types of living annvity and share
experiences and learnings to date

« We are not specifically focusing on:
o Living annuity v life annuity
o Optimal transitioning strategies from living annuity to life annuity
though these are important subjects for further research
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. Living annvuities ... 10 key differences (besides costs)

In Fund living annuities Out of Fund living annuities (via insurer)

Subject to Pension Funds Act Subject to Long Term Insurance Act
Governance overseen by Board of Trustees Individual insurance contract

37C of Pension Fund Act (currently) applies on death Beneficiary nomination prevails on death
Regulation 28 applies Regulation 28 does not apply ... yet

Regulation 39 applies — frustees to monitor sustainability No explicit sustainability monitoring by frustees

Can be converted to ex fund living annuity Cannot be converted to in fund living annuity
ASISA standards good practice (EAC & disclosure) ASISA standards mandatory (EAC & disclosure)
FAIS categorization debatable FAIS Retail Pension Benefits applies

FICA requirement less burdensome upon implementation FICA applies upon implementation

Section 37A & 37B - significant protection from creditors Less certain protection from creditors
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Number of retirement funds offering IFLAs * 10 %
Number of IFLAs 698 557

Total IFLA asset values R2 091543014 R1 609576979
Average fund value R 2996 480 R 2889725

* All retirement funds comprising R1b+ assets
+- 300 000 active members
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June 2018 December 2017

Average monthly pension R13 963 R7 133
Average drawdown rate (unweighted) 7.39% 9.08%
Average drawdown rate (weighted by asset value) 5.59% 6.64%
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. Sanlam IFLA vs ASISA Living Annuity data ()SOCIETY

Average drawdown rates per age band
14.0%
12.0%
10.0%
8.0%
6.0% ®
4.0%
2.0%

0.0%
55-59 60-64 65-69 70-74 =75

ASISA band (2017) e In-fund average
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Living annuity income drawdown

10 RS 000 000 consideration and 1% cost saving per annum
000 .

- = R50 000 extra annual pension
3 .y = >R4 000 extra monthly pension
GEJ -—
E\ Life expectancy line
= > m== Retail ILLA
2 000 o

- Institutional ILLA

4 6 11 16 21 26

Drawdown period in years
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. Average Costs Analysis (across the book) () §QT9£ETY
2018
Administration 0.05% 0.39% 0.52% 0.48%
Advice ** 0.44% 0.63% 0.47% 0.53%
Sub-total 0.49% 1.02% 0.99% 1.01%
Investment Management 0.76%
Total 1.77%

*Sample of one LISP mentioned in 2012 Treasury paper

** Average advice fee for annuitants paying for advice
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l The challenge going forward will be to get somewhere in between,
l.e. you cannot deliver a retail service and product at wholesale costs and vice versa
....The pricing gap is big, but some of it is for a reason

... Institutional businesses are not geared for retail ’

Dawie de Villiers
Chief Executive
Sanlam Employee Benefits

€ Sanlam



" RETIREMENT FUND SURVEY
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« Retirement funds offering In Fund Living Annuities (“IFLAs")
« Various administrators
« Voluntary participation
« Fund officials with knowledge of offering
« Online survey software
« Respondents identifiable
« Responses during September 2018
« 45 questions
« Average completion time of 26 minutes
« 15 retirement funds
« 22respondents
o 1 trustee, 8 principal officers, 8 consultants, 3 valuators & 2 employers

EXTREME CAUTION : SAMPLE SMALL ... BUT RESPONDENTS CREDIBLE!!
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When IFLA introduced?

Before 2011 10
2011 to 2014 0
Since 2015 12

Estimates of IFLA membership
« 3890 annuitants at 30 June 2018
« 291 new annuitants in past year
« 72 annuities ceased in past year

« 19% of retirees opt for an IFLA
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. 3 Main Reasons for Trustees Introducing IFLA? (2)SOCIETY

Possible Responses # Selections

Administration cost savings 18
Investment management fee savings 15

Wary about the quality of financial advice in retail market

6
Wary about the cost of financial advice in retail market S
Continue with pre-retirement investment strategy 5

5

Seamless transition at retirement
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. 3 Main Reasons for Retirees Choosing IFLA? () SOCIETY

Possible Responses # Selections

Investment management fee savings 18
Administration cost savings 14
Wary about the cost of financial advice in retail market 10
Continue with pre-retirement investment strategy 8
Seamless transition at retirement 8
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. Do Trustees formally regularly review? (A SOCIETY
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IFLA investment IFLA selected
choices drawdown rates

Yes 13 14
NoO 9 /
| am not sure 0 0
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Sub-optimal Unsustainably
investment high drawdown
choices rates
Definitely 3 10
Probably 10 5
Might or might not 3 1
Probably not 5 4
Definitely not 0 0
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. Has such intervention ever been necessary to date? (A SOCIETY
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IFLA IFLA selected
Investment Choices | drawdown rates

Yes ] 9
No 20 13
| am not sure ] 0

I . ACTUARIAL SOCIETY 2018 CONVENTION | 24 -25 OCTOBER 2018



ACTUARIAL

. Is there a cap imposed by the trustees for drawdown rates? @ SOCIETY

OF SOUTH AFRICA

No cap aside from the regulatory 17.5% limit 10
A flat cap of X% (answers ranged from 6% to 10%) 3
An age-related cap below the regulatory 17.5% 9
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. Would you prefer a fixed drawdown review date each year? @SOCIETY

OF SOUTH AFRICA

# Selections

Yes
12
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. Number of Available Investment Portfolios for IFLAs? @§QEFIRETY

1 1

2-4 10
5-10 /
11-20 4
> 20 0
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. Would you prefer that Regulation 28 does not apply to IFLAs?| () SOCIETY

OF SOUTH AFRICA

# Selections

Yes

Maybe
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Path dependency / sequence of returns risk
« Poorreturns upfront reduce likelihood of successful retirement

« To maintain real income drawing down many “cheap” units

Reckless conservatism
« Too conservatively invested
« Need appropriate CPI+ return over 20-30 year horizon

» Else income not keeping pace with inflation
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. Sequencing of returns (A SOCIETY

Cumulative returns over 20 years for every R1 invested

-_—Seqguence
R4 Seq
- Reverse sequence

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
Years

Years

1231405 67 89 10011 12]13] 1415 161718 19|20

I 207 10% 18% 13% 10% 19% 26% 9% 5% 31% 7% 4% 22% 5% 8% -12% 10% 1% 9% -4%
I % 9% 1% 10% -12% 8% 5% 22% 14% 7% 31% 5% 9% 26% 19% 10% 13% 18% 10% 20%
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. Sequencing of returns (A SOCIETY
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R1m living annvity - 6% inflation; start 6% drawdown (inflation escalation)

R1,800,000
R1,600,000
R1,400,000

R1,200,000 —Sequence

R1,000,000 —Reverse sequence
R800,000

R600,000
R400,000
R200,000

RO

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
Years

Years

123145 67 89 1001 12]13] 1415 1617 18 19|20

I 20% 10% 18% 13% 10% 19% 26% 9% 5% 31% 7% 4% 22% -5% 8% -12% 10% 1% 9% -4%
[ % 9% 1% 10% -12% 8% 5% 22% 14% 7% 31% 5% 9% 26% 19% 10% 13% 18% 10% 20%
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. Mitigating sequence return risk (A SOCIETY
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Real pension & 5% drawdown

_ Negative return environment (5% Percentile)

25% Smoothed .
Conservative Aggressive
Bonus
5% 5%

Percentile
Sustainable Years 1 4.6 14.8 12.8
60,000
50,000
40,000
30,000
20,000
10,000
0 5 10 15 20 25 30 35
Conservative; 5% e Max 25% SB; 5% === Aggressive; 5%
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. Mitigating sequence return risk (A SOCIETY
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Real pension & 5% drawdown

_ Negative return environment (5% Percentile) Average return environment (50% Percentile)

25% Smoothed 25% Smoothed .
Conservative Aggressive Conservative Aggressive
Bonus Bonus

Percentile 5% 50% 50% 50%
Sustainable Years ]4.6 14.8 ]2.8 23.0 31.1 31.4
60,000
50,000
40,000 \
30,000
20,000
10,000
_ 0 5 10 15 20 25 30 35
Conservative; 50%  e=mm=Max 25% SB; 50% === Aggressive; 50% Conservative; 5% == Max 25% SB; 5% === Aggressive; 5%

I . ACTUARIAL SOCIETY 2018 CONVENTION | 24 -25 OCTOBER 2018



ACTUARIAL

. Does the Fund facilitate life annuity quotations @SOCIETY

OF SOUTH AFRICA

# Selections

| am not sure
3

Yes

NO 12
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. Conversion to a guaranteed annuity (5ySOCIETY
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R1m available at retirement in guaranteed annuity

=
/ 4

60 70 75 80

5% guaranteed escalation annuity
« start with a pension of R?9 978 p.a.
« increase each year with 5% p.a.
« pension of R121 524 p.a. at age 70
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. Conversion to a guaranteed annuity (5ySOCIETY

OF SOUTH AFRICA

R1m available at retirement in living annuity

4
L
60 65 75 80

living annuity — withdraw same income as guaranteed annuity

« Syears later - to buy guaranteed pension of R121 524 p.a. (age 70) need R1.050 m
« Yield curve and mortality basis unchanged

« what living annuity retfurn needed - to afford guaranteed annuity after 5 years?
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. Conversion to a guaranteed annuity (5ySOCIETY

OF SOUTH AFRICA

R1m available at retirement in living annuity

60 65 75 80

fixed 5% | eturmn needed after 5years - 14.13%
escalafion |— 1o affordsame | after 10years - 15.29%
annuity | pension _after15years - 16.01%
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Will IFLA form part of Fund’s annuity Will IFLA be preferred annvity i.t.o
strategy i.t.o. Regulation 397 Regulation 39 for qualifying retirees?

Yes 17 Yes 8
NoO ] NoO 3
| am not sure 4 | am not sure 6
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. Anticipated changes to IFLA to comply with default regulations? @SOCIETY

OF SOUTH AFRICA

Possible Responses m

The minimum Rand amount to enroll will be reviewed

The drawdown caps will be reviewed

The number of available investment options will be reviewed
The current fees will be reviewed

None

N NN o NN

We have not yet considered
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. UWRF Default Annuity Experience (5ySOCIETY

« The University of the Witwatersrand Retirement Fund offered all retiring members
a default annuity from the mid-to-late 1990s to its disconfinuance in 2003. Here
the default annuity was a Guaranteed Annuity in the name of the Fund
attractively priced and on a commission free basis.

« The actual experience was that no retiring member elected the default annvity
option upon retirement, and all chose to invest their retirement proceeds
elsewhere. It might be that the Fund’s default annuity option did serve a useful
purpose as a reference point for retirees to benchmark other options against,
but from a commercial / take-up perspective, it was a dismal failure.
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. Features of a good default annvuity strategy (A SOCIETY
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v Make access simple & unpressurised
v Same member experience pre- and post-retirement
v Contributions cease and pensions begin
v’ Seamless
v Align with pre-retirement investment strategy
v No time out of the market
v No up front costs
v' Avoid discontinuities
v Not irreversible
v Can switch to ILLA or guaranteed annuity at any point
v Optionality is very valuable for retirees with >20 years life expectancy
v Accommodate financial advisers

Inertia is the most powerful force in the universe!
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Institutional v retail

... worlds are colliding
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. Financial Adviser Feedback (A SOCIETY

OF SOUTH AFRICA

l Living annvuities are complex when compared to conventional life annuities

Owners of living annuities make / review several choices annually. These decisions could have
serious consequences that only become apparent years later.

Buyers of living annuities must:

« Choose an investment mix from extensive options

« Choose a drawdown rate (between 2.5% and 17.5%)
« Select a provider or change their existing provider

Decisions are dependent on a range of factors that vary from individual to individual, including:
* The level of support they can expect from family

Access to post-retirement medical aid cover

Risk aversion

Bequest motives

Life expectancy
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. EB Consultant Feedback (A SOCIETY

OF SOUTH AFRICA

‘- Make provision for advisers’ fees (| was against it inifially) but cap itll Most of the
advice work is done by the Trustees (with age banded caps aiming to ensure
sustainability and the investment menu is vetted).

 Don’t underestimate the power of the adviser (| made that mistake) their relationship
and influence over the retiring member is such that they will talk the members out of
if.

« | will see the Board as seriously failing their fiduciary duties, being complicit to or
facilitating the fleecing of members and to quote John Vorster “too ghastly to
contemplate’. ’
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. Has Fund Approved a Restricted Panel of Advisers for IFLAs? @SOCIETY

OF SOUTH AFRICA

Yes 11
No 11
| am not sure 0
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ACTUARIAL

OF SOUTH AFRICA

. Does Fund Facilitate Payment of Advice Fees to IFLA Advisers? @SOCIETY

Yes 9
NoO 13
| am not sure 0
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ACTUARIAL

. If no, who provides advice on IFLAs? @SOCIETY

OF SOUTH AFRICA

Salaried retirement counsellor paid by the Fund 4
Salaried retirement counsellor paid by the Employer 3
Member must seek and pay for own advice outside the Fund 6
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ACTUARIAL

. Economics 101 for financial advisers ... @SOCIETY

OF SOUTH AFRICA

Fund Credit # Retirements Retirement Amounts
>1m 312 R804m ,
viable
500k-Tm 157 R106m
150k - 500k 371 R103m
25k - 150k 380 R28m
0-25k 175 R2m

R1,042m

based on Sanlam Umbrella Fund exits 2016
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ACTUARIAL

. Impact of Advice @SOCIETY

OF SOUTH AFRICA

Number of pensioners 88 610
Average drawdown rate 5.03% 5.66%
Average fund value R 2651170 R 3046 295
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" LEARNINGS & RECOMMENDATIONS



ACTUARIAL

. Describe up to 3 features you like about IFLASs @§QEF{ETY

Our Categorisation m

Cost effective 19
Seamless transifion at refirement 12
Flexibility of living annuities /
Trustees can add value post-retirement 5
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ACTUARIAL

. Describe up to 3 features you dislike about IFLAs () SOCIETY

OF SOUTH AFRICA

Our Categorisation m

Monitoring burden for Trustees 10
Administration burden for Trustees
Fear of possible risks e.g. drawdown rates & investments

Death benefit complications

O o1 o o

Communication & reporting challenges
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ACTUARIAL
(2ySOCIETY

OF SOUTH AFRICA

. Better Retirement Outcomes

“Provided that the Board can do a decent job (and are prepared fo take on the extra governance),
the odds favour a better retiree outcome with an in-fund strategy.”

Ant Lester, Willis Towers Watson
August 2018

WillisTowers Watson L:i'I*ll
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ACTUARIAL

. SAIFAA Presentation 2017 - Final Thoughts (A SOCIETY

OF SOUTH AFRICA

« In Fund Living Annuities are a viable / compelling option for many retirees

« Savvy affluent retirees are the initfial base of investors

» Pricing differences between institutional and retail likely o narrow over time
« Good adyvisers should be putting these options on the table

« Retfirement funds must consider solutions holistically e.g. how to assist all members on a
national basis

« Important to guide members on switching to other annvuity products over tfime e.g.
guaranteed or hybrid annuities to protect longevity risk.

* Product in infancy and retirees relatively young — longer term risks might not yet be
apparent
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ACTUARIAL

. 2018 - Additional Final Thoughts (A SOCIETY

OF SOUTH AFRICA

 Recent emergence of institutionally priced Out of Fund Living Annuities

* Noft clear to what extent fees quoted represent marketing ahead of implementation of default
regulations

«  Worth analysing costs in future research

«  Will be interesting to see the outcome of default regulations post 1 March 2019
« Some retirement funds only at start of deliberations on Regulation 39
* Planned FSCA notfice on maximum drawdown rates, sustainability and communication

* IFLAs are a valid product proposition with pros and cons compared to other annuity options

*  Mainraison d’etre is lower costs compared to other living annuities so long term take-up will be
impacted by cost reduction trends in respect of such alternative annuities.

« Possibly not a viable option for retirement funds with <R1 billion assets?
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ACTUARIAL

- 7 Recommendations - Level playing fields (where appropriate) | (A)SOCIETY

OF SOUTH AFRICA

« Strengthen competition and improve client value proposition by allowing consolidation
of IFLAs and Out of Fund Living Annuities

« Strengthen competition by opening transferability between IFLAs and Out of Fund Living
Annuities

- Beneficiary nomination not S37C desirable for allocation of IFLA death benefits

- ASISA standards should be implemented for IFLAs (requires legislative change)

« Retirement fund trustees need to rethink advice and support for IFLAs

« Annual drawdown rate reviews at a fixed date per retirement fund an improvement

- FAIS categorizations need rethinking to cater for In Fund preservation and annuities
(based on skill set as opposed to licensing)

I . ACTUARIAL SOCIETY 2018 CONVENTION | 24 -25 OCTOBER 2018



ACTUARIAL

(2ySOCIETY

OF SOUTH AFRICA

Derek Smorenburg 2017 living annuity workshops
Annelie de Kock data extraction

Wagieda Pather survey support

Lorraine Loubser presentation formatting
Anton Swanepoel legal wisdom

PG Marais legal technical detail

Grant Base official reviewer

Jaco van Tonder expert criticism

Survey participants sharing experiences
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" THANK YOU



