see that we are approaching the
time of the year where retailers,
already starting to advertise for
the Christmas season are encroaching us day by day. Recently we experienced quite a cold front at the
beginning of spring, to just jump
straight into summer the past couple
of days.
This last quarter really ﬂew past. Still
so many things to do before the
year-end holidays are upon us. I trust
that it is not only me who is experience this feeling of not enough time.
We only had a few events in the past

couple of months. On 23 July
we again presented a successful RE preparation workshop,
facilitated by Fatima Maharaj.
The event was attended by
many people. If you are interested in an RE preparation
workshop in November, please
let us know as soon as possible. The IING President’s Golf
day took place at Wingate Park
on 25 June. I could unfortunately not make it, due to
business commitments, but
from the feedback I received, it
sounded like everyone had
fun.

book now. Sponsors can also
make a commitment to ensure
that you are accommodated,
because seats are limited. On
the other hand, we are planning
our ﬁrst Ladies Golf Day sometime in November this year.
Please let us know if you want
to participate. Come on, Ladies!
Show the rest what you are
made of!

“Praise your children for trying
hard, no matter what the outcome. Winning really isn’t
everything” – James Dobson.
Thank you all committee members for trying hard. You are all
The annual Ten Pin Bowling winners.
evening on 17 July was also well
attended, and all the teams
thoroughly enjoyed themselves. On 19 September we
had the Annual Ladies Day.
Also in September the IING
team partook in the annual
Egoli golf challenge, competing against other institutes in
the country.
Our Year end function will be
held on 30 October. Please
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n the face of it, the proposition of the business of
underwriting is a simple
one: Get enough people together to
pool their premiums against a
speciﬁc but uncertain risk. Use that
pool of money to pay any claims
that may arise as well as the
expenses of running the scheme. If
you have made your sums correctly,
there should be some money left
over which you can pocket as proﬁt.
Easy.
The problem arises with that little
word “uncertain” in this scheme.
What if the pool of money is not
suﬃcient to pay for the losses? And
if the heavens do fall, how do the
participants in the scheme get the
compensation that they contracted
for in the insurance transaction? It
is for that primary reason that
insurers are expected to put up
some of their own money so that
they may be kept honest, and are
also party in the risks that they
underwrite.
Of course, even a signiﬁcant
amount of money set aside by the
underwriter as capital may still not
be enough. It is still possible for an
insurer to be ruined if the bets that
he placed on the speciﬁc but uncertain risks are exceeded by the claims
and the costs of underwriting those
risks.

Insurance legislation recognises
this, and universally requires underwriters to keep capital at a ﬁxed
minimum ratio to the value of the
risks underwritten. The values at
risk are often diﬃcult to determine,
and so the premium that the underwriter charges is generally used as a
proxy for the value at risk. Thus, an
underwriter is required to keep
capital of, say, 25% of the premiums
collected. This ratio is referred to as
a “solvency ratio” as it assumes that,
if the premiums are all consumed
by the claims and expenses, the
insurer will still have the capital and
so be solvent by that amount of
money.
Reinsurance provides a way in
which an underwriter may pass
some of the risks that he has underwritten to another insurer. By so
doing, he does not need to provide
capital for the risks that he has so
reinsured. He eﬀectively makes use
of the other insurers’ capital to
underwrite those parts of the risks
that he may not be able to take on.
There are other means of getting
capital for the underwriting of risk,
such as speciﬁc bonds sold to cover
catastrophic risks. It is possible to
buy cover on the Chicago Stock
Exchange for speciﬁc hurricane
risks, on a case to case basis. That is
however a horse of entirely a diﬀerent colour. Recent history has illustrated that the capital markets for

risk are huge – much bigger than
the traditional insurance mechanisms. We are only now learning to
cope with these innovations, and I
have no doubt that the future funding of risk capital will be ever more
creative.
Those instruments
provide exceptional challenges in
the regulation of insurers, and it is
diﬃcult to keep up with the creativity of the ﬁnancial world.
Suﬃce to say that the business of
insurance, especially the nature of
the capital that will be used to
underpin the underwriting of risk
will be completely diﬀerent in years
to come. The cell concept, and the
idea of catastrophe bonds are
indicators of how capital will adapt
to risk underwriting in the future.
Our current legislation and regulations may look like the story of the
mayor of New York who, at the end
of the eighteenth century lamented
that if the horse population of New
York continued to increase at the
rate he saw, the place would be knee
deep in excrement in another ten
years or so. He simply could not
foresee the advent of the horseless
carriage.

Dr G J Sandrock
September 2014
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government around retirement
reform aim to encourage investors
to act in their own best interest.
The proposed retirement reform
objectives to be implemented over
the next couple of years will try to
ensure that:

Already, the Act has brought about
a change to the Tax Credits system
for medical expenses, and other
changes impacting on retirement
funds and disability cover will come
into eﬀect on 1 March 2015. What
are the major changes to the legislation from 01/03/2015?

All employees contribute to some
form of retirement savings vehicle;
Until now, the medical tax credit
Savings are preserved for retirehas not applied to people over 65
ment funding only;
but as from 1 March 2014, the
People are able to save through
outh Africans generally, do reasonably priced investment prod- system applies to taxpayers of all
ages. Persons 65 years and older
not save enough for retire- ucts; and
ment. Many people have the Investors have sustainable income will no longer be entitled to a full
deduction of their contribution and
tendency to wait until it is too late for life, post-retirement.
out of pocket costs, and instead
before they start saving. A great
number of people tend to cash in a change to the Tax Credits system become entitled to medical scheme
some or all of their retirement for medical expenses, and other
savings when changing employers. changes impacting on retirement
This is evident in the low savings funds and disability cover will come
rate of the country. To increase the into eﬀect on 1 March 2015. What
level of retirement savings, govern- are the major changes to the legislament believes that tax incentives tion from 01/03/2015?
can play a valuable role.
How does it
What SCHEMES
has
How does it
1. MEDICAL
aﬀect you as
The Taxation Laws Amendment Act
changed?
aﬀect your
2013 that was signed into law in
an employer?
employees?
December 2013 may impact on
various aspects of a company’s
Tax credits
No impact.
High earners
employee beneﬁts oﬀering. It is
have replaced
important for all employers to
with medical
understand these changes, and to tax deductions
Employee eduexpenses may
educate their employees in this
for out of
cation required
pay more tax.
regard. We can expect quite a
pocket medical
number of changes from March
expenses for
Contact me for
2015 and beyond. The landscape
No Section 18
around these changes is complex.
education of
deduction.
Increasing longevity means that the
employees.
client’s savings need to last longer.
The proposed changes from
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Until now, the medical tax credit
has not applied to people over 65
but as from 1 March 2014, the
system applies to taxpayers of all
ages. Persons 65 years and older
will no longer be entitled to a full
deduction of their contribution and
out of pocket costs, and instead
become entitled to medical scheme
contribution tax credits plus medical expenses tax credits for all other
out of pocket expenses.
Persons under 65 will continue to
be entitled to medical scheme
contribution tax credits in respect
of their medical scheme contributions. These individuals will no
longer be able to claim a deduction
for out of pocket medical expenses.
Instead, medical tax credits will be
claimable for additional medical
expenses.
Persons under 65 will continue to
be entitled to medical scheme
contribution tax credits in respect
of their medical scheme contributions. These individuals will no
longer be able to claim a deduction
for out of pocket medical expenses.
Instead, medical tax credits will be
claimable for additional medical
expenses.
From 1 March 2015, the deduction
available to taxpayers for the combined contributions to provident,
pension and retirement annuity
funds will be 27.5% of the greater

What has
changed?

How does it
aﬀect you as an
employer?

How does it
aﬀect your
employees?

Tax regime to
be reversed.
Contributions
to income protection policies
no longer tax
deductible.

Payroll change
required.

Monthly take
home pay will
reduce due to
contributions
no longer being
tax deductible.

Proceeds from
these policies
will be tax free.

What has
changed?

Employee fringe
beneﬁt tax
remains, but
without reciprocal deductions.
Employee education required.

Disability
income beneﬁt
will be tax free
if claimed.

How does it
aﬀect you as an
employer?

How does it
aﬀect your
employees?

Employer con- Company practributions to
tices, including
retirement
payroll changes,
funds (including required: con-

Employer contributions
added as a
fringe beneﬁt.
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RAs) will be tax
deductible
without limit.

tributions
treated as fringe
beneﬁts.

Employee
allowed up to
27.5% deduction of above
contribution.

Employer contributions to
occupational
funds will be
treated as a
fringe beneﬁt.

Tax-free transfer of retirement beneﬁts
between funds.

Both member
and employer
contributions
will be regarded
as the member’s
contributions
and will thereEmployers will fore be eligible
be able to claim for deduction.
unlimited
deductions on
their contributions (current
limit is 20%).
No impact.

Members of
pension, proviEmployee edu- dent, retirement
cation required.
annuity and
preservation
funds will be
allowed to
transfer their
beneﬁts
between these
funds without
having to pay
any tax.

of “remuneration” or “taxable
income”. This is subject to an
annual maximum of R350 000.
For most taxpayers, the new
deduction regime should represent
an improvement because they will
be able to increase their contributions from 15% of net retirement
funding income to 27.5% of taxable
income.
Members of provident funds who are
older than 55 years on 1 March 2015
will still have full access to their entire
beneﬁt at retirement.
With the promulgation of the Financial Services Laws General Amendment Act, 2013 on 16 January 2014, a
number of changes were aﬀected to
the Pension Funds Act. The purpose
of this letter is to speciﬁcally address
the amendments to Section 13A of the
Pension Funds Act eﬀective 28 February 2014, and its impact on Employers. Section 13A spells out the requirements for the payment of contributions and the submission of contribution data to retirement funds.
The following new sections have been
added to Section 13A, namely
ss13A(8), (9) and (10).
S13A(8) imposes a personal liability
on the directors of companies and
members of close corporations,
where such persons are regularly
involved with the overall ﬁnancial
aﬀairs of the company/close corporation, and contributions are not paid
to the fund. For any other type of
entity, personal liability is attached to
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the person who is regularly involved
in the management of the entity’s
ﬁnancial aﬀairs.

What has
changed?

How does it
aﬀect you as an
employer?

How does it
aﬀect your employees?

Provident fund
members will
become subject
to pension fund
rules on retirement.

No impact.

Cash commutation will no
longer be
allowed for
provident fund
members at
retirement (see
the exception in
next row of this
table).

Employee education required.

At retirement,
one third of the
fund value
(pension or
provident) can
be taken as a
lump sum. The
other two thirds
must be used to
buy retirement
income.

S13A(9) requires the fund to request
an employer in writing to notify it of
the identity of the person who is so
personally liable. Where the employer
fails to notify the fund of the relevant
director, member or person, all directors, all members of the CC, or all
persons constituting the governing
body of the entity are personally
responsible for compliance with s13A.
S13A(10) requires the fund’s trustees
to report non-compliance with s13A
in terms of the conditions prescribed
by the registrar as well as in a format
as may be prescribed by the registrar.

Need more information: If you have
any questions about the Act and
any of these impacts it might have
on you or your employees, please
do not hesitate to contact me,
Wynand
Louw,
at
wynand@afsonline.co.za or call me
on 083 676 0451.
*Adopted from Old Mutual's Corporate
Advisor:
July
2014
Compiled by Wynand Louw (FIISA)
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Does not apply
to members’
balances as at
28 February
2015, plus
future growth
on these balances.
Minimum
amount
increased from
R75 000 to
R150 000

Employee education required.

If a member’s
total beneﬁt is
R150 000 or less
at retirement,
he/she will be
allowed to take
the full beneﬁt
as a cash lump
sum and won’t
have to buy a
pension.
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Not a lot is known about the
pianos that Ludwig von Beethoven
composed his music on. He did
however own a Walter instrument
that he used at the time he composed his Third Piano Concerto
(Op. 37). During his lifetime the
techniques for building pianos
changed dramatically, and especially the range of octaves was
extended beyond the ﬁve or so
octaves that were common at the
time.

and frustrated.

of possibility? If you have, I thank
you on behalf of the rest of mankind, because it is exactly the
accumulation of all those little
gains that got us here. And that is
what will get us wherever we want
to be.

How often do we let our own
thoughts and creativity be limited
by that which is possible? Why
can’t we think of what should be
possible– and then work towards
that by doing what we can,
because it is right and will one day
be practical. If your tools and
Dr GJ Sandrock
knowledge are not up to delivering
June 2014
the standard of product that you
want to sell, you have three
choices: ﬁrstly you can cop out and
Nevertheless, the cadenza in the
simply do what everyone else is
ﬁrst movement of the Third Piano doing, because that is in line with
Concerto that he sketched goes
the tools that are available.
beyond the range of the Walter to a BORING!
treble range to c4. He also left
evidence of having sketched and
Or you can reﬁne your tools and
played beyond the range of his
knowledge to create what you
own known instrument on other
believe should be the product. If
occasions. So Beethoven wrote
that is not yet possible, extend the
music that went beyond the capa- range that you can use to the limit
bilities of the common instruments of what is possible, and then use
that he had at his disposal.
that to extend a little further, and
then use that base again.
That is an astounding thought.
Here was a man (and he was also
This is how we managed to build a
hearing impaired at the time) who society and a science that allow us
wrote the notes that he could hear today to live far beyond the capain his head without being
bilities that were once the limits of
restricted by what was practically creativity. Inch by inch, note by
possible. He knew that one day
note, invention by invention we got
there would be instruments that
to where we are able to reach the
could play the music, and that was stars.
enough for him to compose
beyond the capabilities of his time. In your life, where have you
This is why, besides his music I
pushed the envelope, and where
ﬁnd inspiration in the nature of the did you gain a millimetre beyond
man whenever I get disheartened
what was thought to be the limits
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That is easy, the vibe! That was what
convinced me to move to King Price.
You do not understand how amazing
it is to work in that type of environment. The popcorn and slush
puppies on Wednesdays and Fridays
also help. Lol!
If there is one thing you cannot live
without, what would that be?
My family– but a close second is my
e-reader

Meet IING’s new member,
Natalie Graham

How do you unwind?

I was introduced to the IING through
my previous employer, and when I
started with King Price I knew it was
an organisation we needed to be
involved with.

What is your favourite travel destination?

If you had the power to change one
thing in South Africa, what would that
be?
Education – I feel that everyone needs
to have access to a good free education. So much can be changed by
educating ourselves and our children;
so many people can be lifted out of
unemployment, that will reduce
crime, encourage entrepreneurs, and
build this country to be great.

I am an avid reader (much to my
grumbling husband’s annoyance); and
ow did you get involved with also enjoy spending time with family
the Insurance Institute of
and friends, and the occasional movie
Northern Gauteng?
when I can ﬁnd a babysitter.

What is your vision for the Institute?
To ensure that brokers and insurers
have access to updated
information/training/legislation
changes happening in the industry.
There have been so many changes in
our industry over the past few years,
so it is nice to have an institution that
keeps its members up to date with
what is required of them. It is also
always good fun to meet with people
in the industry at the social events.
What do you enjoy most at your
workplace?

I have a few places on my bucket list–
like Budapest, Turkey, and New York.
But for now my favourite destination
is Knysna… it is such a majestic place!
Do you volunteer for or get involved
in community social work?
Yes – I used to be involved with Reach
for a Dream but when my kids were
small it became diﬃcult to devote as
much time as I used to. Nowadays I
am involved with the Santa’s Shoebox
Project, just love what they have
managed to do over the years – last
year we donated over 100 000 shoeboxes ﬁlled with goodies to children
all over South Africa.
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Call James Boucher on 071 314 6328 or
email membership@iing.co.za

09 April 2014

Training Workshop (TCF / POPI)

20 May 2014

2nd Training Workshop (TCF / POPI)

23 May 2014

AGM

05 June 2014

Fellows Lunch

13 June 2014

New President Inauguration

25 June 2014

President’s Winter Golf Day

17 July 2014

Tenpin Bowling

23 July 2014

RE1 / 5 Training

08 August 2014

Ladies Event

03 September 2014

Secretary’s Day

TBA September 2014

Egoli Golf Challange

30 October 20134

Year End Function

12 November 2014

RE1 / 5 Training

Committee Meetings: 2nd Thursday of Every Month
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