
 

 

 

• Be reasonably priced and competitive 

• Have considered the two main types of investment strategies 

(passive and active investment strategies) 

• Not charge loyalty bonus fees or complicated fee structures 

• Give members the chance to choose a different investment 

choice if they want to (this only applies to Funds that give the 

members investment choice) 

• Be reviewed by the Trustees regularly to make sure that it still 

meets members’ needs. 

 

 

• Be suitable for all members who don’t make an investment 

choice 

• Be communicated clearly and must show members: 

o The assets that make up the portfolio (shares, 

bonds, cash, international assets, etc) 

o The investment performance of the default 

portfolio, and 

o All the fees that are paid and how these fees 

affect your Fund Credit 

 

 

 

 

 

 

 

 

 

 

 

 In this newsletter                                                      

 

On 25 of August 2017, the final “Default Regulations” for 

retirement funds became law. The main reason for these 

Default Regulations is to help members by bringing down 

retirement fund costs. They also aim to make sure that funds 

send out clear and meaningful communication, to help their 

members make more informed decisions about their savings. 

 

In this newsletter, we share more details on the four pillars of the regulations, which are: 

 

 

Default investment strategy (Regulation 37) 

Default preservation and portability strategy (Regulation 38) 

Default annuity strategy (Regulation 39) 

Retirement benefit counselling.  
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All about  

Default Regulations 

Reminder on your Fund Credit: What is a default investment portfolio? 

A default investment portfolio is the investment 

portfolio that the Trustees put in place for members 

who don’t make an investment choice. This means 

that, if you don’t tell your Fund which investment 

portfolio to invest your Fund Credit in, your Fund 

savings will be invested into the Fund’s default 

investment portfolio. 

From 1 March 2019, Funds’ default investment portfolio must: 

 

 

 

 

 

All retirement funds that 

started before 1 March 2018 

have until 1 March 2019 to 

make sure that they put 

these new regulations in 

place. 

Remember, your Fund Credit is your pot of money 

in the Fund and includes all your money saved 

towards your retirement, less fund costs and plus 

or minus investment returns. 
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    What Does Preservation and Portability Mean? 

• In retirement Funds, preservation means to keep your money 

saved in your employer’s retirement Fund when you decide to 

change jobs and leave that employer.  

• Portability means that, just like your belongings, a member must 

be able to pack up your Fund savings and take this to your new 

employer’s Fund, when you change jobs. 

 

From 1 March 2019, all retirement funds: 

• Must allow members to become paid-up members. This means 

that members must be allowed to leave their Fund Credit in their 

Fund when they resign from their company and leave their Fund 

• Treat a member who has resigned as a paid-up member until the 

member tells the Fund (in writing) to either pay out their Fund 

Credit or transfer it to another Fund 

• Must allow paid-up members to transfer their Fund Credits from 

other funds into their current fund, to add to their Fund Credit 

(this is called portability) 

• Must give paid-up members a membership certificate within 2 

months of the member becoming paid-up 

• May not charge paid-up members a fee for becoming paid up, 

and must charge similar administration fees for paid-up and 

active members. 

 

Once you become a paid-up member in a fund that you have left: 

• You will not make any more make contributions to that fund 

• You won’t pay for risk benefits (this means that you will not be 

covered for death, disability and funeral benefits in the fund that 

you have left)  

• You will pay a similar administration fee to the active members 

• Your Fund Credit will also remain invested in the Fund’s 

investment strategy.   

 

What is an annuity? 

An annuity is a product that you buy from an insurance 

company, where you make lump sum payment(s) to that 

insurer and in return the insurer pays you monthly income or 

pension. Annuities are usually used to provide income to 

pensioners after they retire. 

 

From 1 March 2019, your Fund’s Trustees must put an annuity 

strategy in place for retiring members. This means that if 

retiring members don’t want to choose their own annuity to 

provide income during their retirement, their retirement 

savings may be paid into the Fund’s approved annuity 

strategy. The law (Default Regulation) regarding this annuity 

strategy is: 

 

• The annuity product chosen must be appropriate and 

deemed suitable for the majority of members of the 

retirement fund. It may be offered inside or outside of the 

Fund and it may be a living or a life annuity. A living annuity 

pays monthly income based on the investment returns 

earned. A life annuity is payable to the pensioner, and is 

guaranteed to be payable for life 

• The Trustees must consider the level of income, inflation, 

investment return and level of protection provided by the 

annuity 

 

The following must be communicated to members:  

o The annuity’s objective (goals), make-up and 

investment performance  

o All fees and charges and their impact on members 

• The annuity chosen must charge a reasonable and 

competitive fee 

• The Trustees must review (reconsider) the Fund’s annuity 

strategy every year. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Retirement benefit counselling?  
 

 
 

  

All retirement funds must give members easy access to 

retirement benefits counselling before they make any 

decisions about what to do with their retirement 

savings. Communication on retirement options should 

be clear and understandable and must include 

information on risks and fees. It must also include other 

important details about the Fund’s investment 

portfolios, preservation rules, annuity strategy and any 

other options available to members. 

The regulations don’t say exactly how 

funds should put retirement benefit 

counselling in place. Your Fund will 

decide how retirement benefit 

counselling will be given, in a way that 

suits your Fund’s members best, to 

help members have better benefits 

during their retirement. 

 

 

 

 

  

 

 

 

 

 

 

 

If you have any questions or comments, please contact your human resources department, your Trustees/Management Committee or NMG on (011) 509 3000. 
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