
National Report for South Africa 

General 
1. There are 19 full members of the South African 

Association of Consulting Actuaries (SAACA), 
three of whom are retired from full-time 
practice. All are partners or former partners of 
the five firms of consulting actuaries. In 
addition there are three associate members 
employed by the firms, who are qualified 
actuaries or Associates of the Institute of 
Actuaries who are serving their experience 
ualification. One member of SAACA serves on 

h e  Council of the Actuarial Society of South 
Africa (ASSA). There has been no move by 
actuaries employed by firms of brokers or 
employee benefit consultants to become 
members of SAACA. 

2. Durin the last part of 1985 and in 1986 to date 
there [as been a substantial exodus of actuaries 
from South Africa. About 20% of the active 
Fellow members of ASSA have taken up 
employment in Australia mainly, but also in 
Britain, Holland and USA. Other professions 
whose members have qualifications that are 
acce ted world-wide have a similar experience. 
The grain drain is influenced by the political 
situation in South Africa and at the present 
time (July 1986) is continuing apace. 1985 saw 
the publication of the De Kock Commission of 
Inquiry into the Monetary System and 
Monetary Policy. This report, which had been 
long awaited by the private sector, made many 
recommendations, the main ones being: 
(a) a market-related approach; 
(b) the introduction of non-rigid money supply 

targets; 
(c) realistic market-related interest rates; 
(d) a managed float of the rand and the 

tempora retention of exchange control 
over resialents only; and 

(e) a cash reserve system of bank credit 
control. 

A start was made in adopting these 
recommendations, but unfortunate1 recent 
events have led to departures from t8em. For 
example, in order to stimulate consumer 
demand, short-term "interest rates" have been 
forced down and a financial rand has had to he 
re-introduced for non-residents to cope with 
the currency crisis. 

4. Inflation remains a serious problem. The year- 
on-year rate to June 1986 was 16,9% - there is 
considerable difference of opinion whether it 
will increase or decrease. One of the reasons for 
the high rate is Government spending, which is 
mainly non-productive and has got out of 
control. Unemployment has risen to very hi h 
levels and the economy is depressed, so that t i e  
demand for money is low and interest rates, 

articularly short and medium-term rates, are l ' .  ow In relation to inflation. Yields on gilts range 
from 11,7% at the short end to 16% at the long 
end and are expected to come down. 

5. After a break of more than I8 years, the 
Government Service Pension Fund and other 
pension funds in the public sector are to be 
subject to actuarial valuation. Government 
asked the consulting firms to quote for the work 

and an appointment was made of one of the 
firms of SAACA members. 

6. The pressure by black trade unions to have 
provident funds rather than pension funds for 
their members continues. Several provident 
funds have already been established on the 
basis that the employees can choose whether to 
belon to the existing pension fund or the new 
provisent fund. 

7. The responsibilities and duties of a pension 
fund trustee have become a topical subject for 
discussion, following pa ers presented at 
different pension f u n 1  and actuarial 
conferences. Union pressure is resulting in the 
ap ointment of more worker trustees and the 
rog  of the employer is coming under scrutiny. 
Most self-administered funds are constituted by 
rules only, as provided for under the Pension 
Funds Act, so that the constraints of a Trust 
Deed are avoided; but they are administered by 
Trustees. Insurance company schemes are 
legally constituted by a policy, but they o erate 
throu h rules without Trustees in a legal Timbo 
that %as also been the subject of recent 
discussion amongactuaries. 

8. Many self-administered pension funds in South 
Africa have developed substantial surpluses as 
a result of high investment returns and salary 
increases that have bekn less than inflation. As 
a result, benefits have been improved, but some 
employers have reduced their contributions or 
haveeven takencontribution holidays. 

Number of funds and membership 
9. The latest available report of the Registrar of 

Pension Funds relates to the year ended 
31st December 1982. There were 11 474 funds 
at that date with 5 847 000 members and 
351 000 pensioners, made up as follows: 

Number Members Pensioners 

Self- 
administered 
funds 961 3493 000 270000 
Insurance 
com any 
fun& 10 513 2 354000 81 000 

The comparative figures in 1980 were 11 111 
funds, 5 023 000 members and 302 000 
pensioners. The total membership reflects an 
element of double counting because some 
peo le are members of more than one fund. The 
totaf assets at 31st December 1982 were 
R28 945 million (R21 125 million self- 
administered and R7 820 million insurance 
company), compared with R20 059 million at 
3ls t  December 1980. 

Legislation 
10. The Pension Funds Act has been amended to 

reduce the maximum period between actuarial 
valuations from five to three years. The 
Registrar now requires a shortfall of assets for 



past service to be met within a maximum 
period. If it arises from differences between the 
actual and assumed experience the period is 
three years, whereas if it arises from improved 
benefits the period is nine years. 
The recent amendments also require more 
disclosure of valuation bases and results 
according to categories of members. Most 
valuation reports have for many years given the 
ir~formation now lenallv required. 
For many years the Pension Funds Act has 
required a self-administered fund to hold a 
percentage (presently 53%) of the a regate 
value of its assets in a prescribed list oFassets. 
which consist of government and municipal 
stocks and other stocks guaranteed b 
Government. The word value is not defined: 
but the value used for the returns under the Act 
is the balance sheet value. 
The Registrar recognises the problem that this 
re uirement inhibits investment managers from 
seling shares at a profit, because 53% of the 
profit has to be invested in prescribed assets. 
Other things being equal, that can have the 
effect of causing investment managers not to 
proceed with investment transactions that 
would otherwise be to the benefit of their 
funds. 
SAACA has submitted a proposal to the 
Registrar for a definition of "value" that would 
overcome the problem and would at the same 
time be sim le and practical to administer and 
monitor. d e  proposal is that the "value" 
should be effectively based on the cost of assets, 
adjusted for the book profits and losses to date 
on sales and purchases and the writing-down or 
writing-up of book values. For practical 
purposes a starting point would be required 
and the end of the financial year in 1983 was 
suggested. Although this has received the 
Registrar's consideration, no action has yet 
been taken to amend the Act. 
There is not the same problem with insurance 
company portfolios, because the prescribed 
asset requirements are based on liabilities and 
not assets and because the insurance 
companies have negotiated a special basis for 
their prescribed asset requirements with the 
Registrar. 
For man years the Re istrar has been 
concernedlat the high l ev3  of commissions 
paid by insurance com anies. Legislation 
restricts the commission tRat can be aid to 
brokers, but does not deal satisfactorit with 
agents who are employed by one com any 
only. In theory the legislation is base! on 
"equivalence of reward" but that has proved 
impossible to define. Much time of senior 
actuaries has been s ent in devising methods of 
measurin equivaince of reward" but they 
have not %een successful. It a pears likely that 
maximum commission for irokers will be 
retained, but "equivalence of reward" for agents 
will be abandoned as unattainable. 
The lump sum benefits that can be payable free 
of tax on death or retirement by pension and 
provident funds have just been increased by 
50%. For example, the maximum tax-free 
amount on retirement from a pension fund is 
determined by the formula Y = x average , n ." 
salary, where "N" is the number of complete 
years of service taken into account in 

calculating the benefit, "average salary" is 
highest average annual salary (not exceedin 
R60 000) over any five consecutive years an% 
"Y" is subject to a maximum of R120 000 or 
R4 500 times the number of years of past 
service, whichever is greater. 

18. The Margo Commission of Inquiry has recently 
reported on South Africa's tax structure, but the 
report is not yet public. Changes in the tax 
position of pension and provident funds and 
their members may have been recommended. 

19. Since the controversial bill on the preservation 
of pensions was withdrawn, a select committee 
of Parliament was appointed in 1984 to inquire 
into and report upon: 
(a) the manner in which satisfactory pension 

benefits could be provided for or assistance 
could be given to that section of the public 
which has no or insufficient pension cover; 

(b) the compulsory preservation of 
ri hts by means of t r ans fe rab iyg iz  
otterwise; 

(c) the commutation of a part of lump sum 
benefits into annuities; 

and matters relating thereto. The Committee 
made little progress and was replaced by a 
Parliamentary Joint Committee (the Meiring 
Committee) with similar objects. No report has 
been issued. 

lnvestment performance 
20. The results for 1985 of the Investment 

Performance Survey run jointly b three of the 
firms of consulting actuaries, wgich covered 
118 funds, showed a median return of 28,5% on 
total assets, which was the result of the good 
performance of the equity sector of the 
portfolios where the median return was 48,0%. 
The performance of the equity sector was 
influenced b a shortage of scrip and a decrease 
in the lever of interest rates and did not 
necessarily reflect increases in intrinsic value : 
the proportion of dividends that was increased 
was low. 

21. The return on the total assets was considerably 
in excess of the rate of inflation of 18,4%. The 
assets covered by the Survey were almost R15 
billion at theend of 1985. 

Compensation for loss of earnings and 
loss of support 
22. The report of the Commission of Inquiry into 

certain aspects of Com ulsory Motor Vehicle 
Insurance was publishe! in 1985. The majority 
report recommended no major changes in the 
present system, whereby insurance companies 
act as agents for the Motor Vehicle Assurance 
Fund. However, there was a minority report, 
which recommended that the present system of 
insurance premiums be substituted by a levy on 
petrol and which has been accepted by 
Government. Insurance companies continue to 
handle claims, for which they receive a 
negotiated fee from the fund. The new system 
came into operation on 1st May 1986. 

23. In October 1984 the South African Law 
Commission produced a workin paper on the 
possibility of makin provision ?or a divorced 
woman to share in t t e  pension benefits of her 
former husband. ASSA submitted comments to 
the Commission and offered to make oral 
representations and to assist the Commission in 



drafting guidelines for the quantification of established. No legislation has yet been 
pension rights when the principle was published. 


