
General 

(a) There has been little change in the number of mem- 
bers of the South African Association of Consulting 
Actuaries (SAACA) over the last two years. The member- 
ship is now 23, all partners or former partners of the six 
firms of consulting actuaries. 

(b) Two of the members of SAACA are o n  the Council 
of The Actuarial Society of South Africa at present, one  
being the President of  that  society. 

(c) Regular meetings still take place between SAACA 
and the  Registrar of Financial Institutions a t  which practi- 
cal problems arising from legislation o r  proposed legislation 
are discussed. 

(d) The rate of inflation in South Africa during 1979 
was about 14%, much of which was attributable to large 
increases in fuel prices during the year. 

(e) Rates of interest fell steadily during 1979 as the  
liquidity in the economy increased. This liquidity was 
due to a rapidly increasing gold price and a favourable 
balance of  trade (excluding gold exports and oil imports) 
of over R2 billion ($2.5 billion) for 1979. Long term 
Government bonds (20 years) now yield about 9.2%, 
while the yield on  Treasury bills for 3 months is about  
4.2%. The fall in short-term yields has been greater 
because many long-term investors have been refraining 
from long-term investment in anticipation of a rise in 
long-term rates of interest, which has not  materialised. 

(f) The Government is amending acts dealing with 
insurance companies and pension funds to  make re- 
ference to a Fellow member of The Actuarial Society 
of South Africa instead of to Fellows of the examining 
bodies in other countries. South Africa has no t  yet  
considered local examinations. 

(g) Members of SAACA share with British consultants 
the giving of  actuarial advice in neighbouring countries 
such as Botswana, Lesotho, Malawi, Mauritius, Swaziland, 
Zambia and Zimbabwe (Southern Rhodesia at the time of  
writing), o n  the last of  which there is a short separate 
report. 

(h) In the territories of Transkei and Bophuthatswana 
I SAACA actuaries give advice. The Public Service funds 

in Transkei and Bophuthatswana are based on  that of  
South Africa. Bophuthatswana is introducing a national 
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provident fund on the lines of those in Zambia and 
Swaziland. 

Pension Funds 

(a) Since the last national report was written, the 
Government has appointed a committee which has been 
hearing evidence on  preservation and transferability of  
pension and provident fund benefits. 

The State provides only a means-tested old age 
pension at  a low level, and not every employer has-a 
pension or  provident fund. Compulsory preservation 
or  transferability would therefore lead to many practical 
problems. However, SAACA gave written and oral evi- 
dence t o  the committee on possible methods that could 

be  adopted, the emphasis being on  simple administration 
and minimal cost to the employer, in case some employers 
might discontinue existing funds, as happened in USA 
after ERISA. 

The committee is about to issue a report and it is 
hoped that it will be made available for discussion before 
the legislation is introduced. The committee will, once 
its report has been issued, proceed to examine the  pro- 
vision of pensions for all persons, and under this head 
will consider a compulsory national pension scheme and 
alternatives such as compulsory provision for retirement 
through the  private sector because of  an increased Govern- 
ment emphasis on free enterprise. 

(b) Because of the extremely high level of benefits 
provided by the Public Service Pension Fund (the retir- 
ing benefit at  age 65  is roughly equivalent to a pension 
of  2.4% of final three-year average emoluments per year 
of  service), many of the  semi-state and municipal pension 
funds are trying to equal the benefits of  that fund. The 
total rate of  contribution required is of the order of 25%, 
which is a very high percentage of  salaries. This means 
that many of the very large number of  public servants 
in the country receive relatively low remuneration for 
forty or  so years and relatively high pensions. The pensions 
provided by funds of commercial and industrial under- 
takings are moving in the same direction; but with the 
relatively high salaries paid by these undertakings, the 
need to provide very high pensions is smaller. 

(c) With inflation running at  between 11% and 14% 
in the past few years, many pension funds have been 
trying to increase pensions by one-half t o  threequarters 
of the increase in the Consumer Price Index. Part of the 
cost is met by specific provisions in the valuation bases 
and by interest earned in excess of the  valuation rate, 
the balance either by surplus or by special contributions 
by the employers, which are now allowed for tax 
purposes. 

(d) The trend of removing all reference to race in 
retirement benefit provisions has continued at  a more 
rapid pace. In some cases a distinction is in effect main- 
tained in the same way as in other countries, where 
there are differences in benefits between staff and works 
employees. Quite often, however, there has been amal- 
gamation of the white and balck, or staff and works, 
funds of one employer. One of the attendant problems 
is the allocation of a widow's pension between various 
widows. To  obviate the difficulty of apportionment, 
the senior o r  sometimes the favourite wife of the member 
is chosen: a young widow may draw a pension for a long 
time. The large number of  children means that the 
children's pensions are payable for a longer time than 
previously: it is to be hoped that  the introduction of 
the western concept of  a pension fund will remove the  
desire to  have a large number of children to provide for 
one's old age. A problem in connection with payment 
of pensions, particularly widow's and children's pensions, 
is that of  transmitting the pensions to the  recipients in 
remote parts of the country, apart from the difficulties 
of obtaining proof of marriage, parenthood and survival. 
If a lump sum is paid on  retirement or death, its safe- 
keeping is often difficult. 



(e) The percentage of assets that pension and provident 
funds are compelled by legislation to invest in "approved" 
fixed interest securities was reduced from 55% to 53%, 
the reduction being in the proportion required to be 
invested in Government securities, now 20.5%. The 
Government, having cut expenditure and with buoyant 
revenues, did not raise any new loans during most of 
1979. 

(f) Further amendments have been made to the Pension 
Funds Act to clarify the restrictions on an employer's 
lien on pension benefits. In general, an employer has a 
lien only where he has made' a housing loan or the em- 
ployee is proved guilty of fraud or misconduct. 

(g) With the increasing popularity of non-cancellable 
disability insurance, there has been pressure to grant 
increased ill-health benefits for pension funds. Because 
of the high premiums charged by insurance companies, 
which may be ascribed to their difficulties in controlling 
claims, the lack of local claims experience and com- 
mission expenses, only larger funds, which can take the 
risk themselves, are tending to adopt a high scale of 
benefits. Although some smaller funds prefer to adopt 
a lower level of benefits and not to reinsure, others 
do pay the high premiums. 

(h) The Council of The Actuarial Society of South 
Africa is still finalising its guidelines for the valuation 
of pension funds. 

(i) Because of inconsistencies in the laws on Income 
Tax and Estate Duty, brokers and agents have been 
suggesting removal of the death and ill-health benefits 
from pension funds to separate "benefit" funds, in 
which the benefits are not specified but "may be granted", 
and can be tax-free. This is meeting with mixed reception 
because only some employers approve of complicated 
schemes of tax avoidance, and the revenue authorities 
are moving to eliminate the loophole in their legislation. 

Insurance- Companies 

(a) The 1978 Report described the main recommend- 
ations of the Commission of Inquiry into the Long- 
Term Insurance Industry. A Standing Committee was 
subsequently established to consider the Commission's 
recommendations and to prepare draft legislation where 
necessary. The first achievement of the Committee is 
that legislation has been passed in terms of which certain 
practices can be proscribed as irregular or undesirable. 
The 1978 Report also described the statutory limit- 
ations that had been imposed on levels of commission. 
Although representations regarding a relaxation of the 
limits have been made by certain parties, and certain 
adjustments have been made, the principles of the 
limitations are being maintained. 

(b) (i) The income of life offices in South Africa has 
progressed as follows in recent years: 

Rm Rm Rm Rm Rm 
Premiums 717 802 981 1110 1314 
Investment 

income 268 336 414 507 613 
Total 985 1138 1395 1617 1927 

(ii) Corresponding benefit payments have been: 

Rm Rm Rm Rm Rm 
Death and 

Disability 116 135 172 182 211 
Maturity 66 76 87 104 118 
Annuity and 

Pensions 57 65 82 98 129 
Surrenders 51 61 75 93 93 
Total 290 337 416 477 551 

(iii) The progress of total assets has been: 

(c) Life offices are required by law to hold assets in 
certain prescribed investment categories, having a value 
not less than a specified percentage of their statutory 
actuarial liabilities. This principle has been contested 
regularly over many years, without success. As for 
pension funds, the percentage was reduced; but this 
has not been considered by the industry to have gone 
far enough in meeting its objections - the industry re- 
mains adamant that the requirements should be abolished. 

(d) The significant increase in the earnings of the Black 
population has led to greater emphasis being placed by 
life offices upon life insurance marketing in this area. 
There is a trend towards equalisation of premium rates 
between the various racial groups, but it is difficult to 
see how this can be justified technically because there 
are clearly established differences between the respective 
mortality levels. 

(e) Recent income tax legislation amended the previous 
maximum permissible contribution to a retirement annuity 
policy from a flat monetary amount to a percentage of 
taxable earnings. This has led to the need for life offices 
to be able to accept varying contributions from year to 
year from the same policyholder, and several problems 
(e.g. commission levels) have arisen in this regard. 

(0 After the considerable public interest in policies 
of the investment linked type in theearly to mid seventies, 
policies of the conventional whole life and endowment 
assurance type are very much in evidence once more. 
The fall in the equity market in 1969 and its uncertain 
progression for several years thereafter cuased a measure 
of disenchantment to arise in regard to investment linked 
policies with a corresponding move back to conventional 
business, although there has been a sway back to linked 
business with a rising equity market. The shop-window 
aspect of linked business did, however, have the result 
of causing consumerism to develop among the insuring 
public and this feature is increasingly making itself 
felt. 

(g) Legislation was passed in 1978 limiting the right of 
insurers to impose restrictions on policyholders involved 
in the military service of South Africa. In addition a con- 
sortium of life offices was formed in September 1979 
with Government sponsorship to underwrite a combat 
cover scheme for servicemen. 

Investment Performance 

(a) A joint committee from the Actuarial Society of 
South Africa and the Johannesburg Stock Exchange has 



worked for several years t o  establish an index of stock 
market prices similar to the  F.T.-Actuaries Index in the 
United Kingdom. The index, known as the JSE-Actuaries 
Index, is now calculated four times a day, both for the 
market as a whole and for different sectors. Historical 
values of the indices have been calculated from 1960. 
Indices of dividends are also calculated.and it is planned 
to extend the indices to  cover fixed-interest stocks. 

(b) The investment performance survey that is run 
jointly by three of the firms of consulting actuaries has 
expanded, both in the number of participating funds 
and in the depth and value of the analysis that can be 
given. Because of the availability of the JSE-Actuaries 
Index it has been possible to  include comparisons with 
a notional fund. 

(c) Several insurance companies participate in the survey 
in respect of their pension portfolios. They have been 
shown in a separate section because their methods of 
operating these portfolios, by internal borrowing in some 
cases, mean that the results are not  strictly comparable 

with those of  pension funds for whom the survey is 
designed. Although the names of participants are not  
disclosed, the insurance companies tend t o  use the results 
of the survey as a marketing tool, a practice which may 
not  be desirable. 

Compensation 

The profession is very much involved in the estimate 
of damages, particularly in third party motor claims, 
where the legal profession relies heavily on actuarial 
advice with the vast majority of  cases settled out  of  
Court. It is now accepted by the Court that allowance 
should be made for inflation, either by specific adjust- 
ment of the estimated salaries or  by using a low rate of  
interest o r  by a combination. Recent decisions by the 
Court and the Appeal Court have reversed an earlier 
judgement and if a person is in receipt of an ill-health 
pension the value of  that pension must now be taken 
into account in assessing his loss. 


