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Schedule 4
Repeal and amendment of 'uir=

Introductory provisions

Definitions

1. (I) In this Act, unless the context otherwise irili-a.z —

()
(ii)

(iif)

(iv)
(v)
(vi)

(vii)

(viii)

(ix)
(x)

(xi)

(xiii)

(xiv)

“Advisory Committee” means the Advisory Committee on Long-term

Insurance established by section 6; (i)

“assistance policy” means a life policy in i +p ] of which the aggregate 11—

1, the value of the policy benefits, other than an annuity, to be provided (not
taking into account any bonuses to be determined in the discretion of the
long-term insurer); and

*1:, the amount 11l the premium in return I :1 which an annuity is to be
provided,

does not exceed R 10000, or another maximum amount prescribed by the

Minister; and includes a reinsurance policy in respect of such L policy; (iii)

“auditor” means an auditor registered in terms of the Public Accountants’ and

Auditors’ Act, 1991 (Act No. 80 of 199 I), LIr appointed in terms of section

19( 1) or 21( I''a. of this Act; (xxvi)

“Board” means the Financial Services Board established by section 2 of the

Financial Services Board Act; |+5*1:

“Companies Act” means the Companies -A3l. 1973 (Act No. 61 of 1973);

(xx1)

“company” means a company incorporated in accordance with, and

registered under, the Companies Act, or deemed to have been so incorporated

and registered; (xx)

“Court” means the High Court of South Africa; (xii)

“director” includes a person who is a member or alternate member of a body

performing, in relation to an entity that is not 1 company, functions similar to

those performed li=L board of directors in IL i1 11 to a company; (iv)

“disability event” means the event of the I i ability of the mind or

body of a person or an unborn becoming iliy: ired; (xxiv)

“disability policy” means a contract in terms Il which a person, in return for

a premium, undertakes to provide policy lkz=11 1> upon a disability event; and

includes a reinsurance policy in respect of such a contract; (xxv)

“Financial Services Board Act” means the I'irzmi-inl Services Board Act,

1990 (Act No. 97 of 1990); 'aze-lil

“fund” e

nl, L friendly society as defined in section 1 of the Friendly Societies Act.
1956 (Act No. .1 0f 1956);

1.3, apension fund organization as defined in k:2IF 411 of the Pension Funds
Act, 1956 (Act No. 24 of 1956);

“~i a medical scheme as defined in section 1 of the Medical Schemes Act,
1967 (Act No. 72 of 1967);

11, a permanent fund, established m.1m kL for the purpose of providing
benefits to members in the event of sickne = accident or unemployment,
or of providing benefits to surviving = uses, children, dependants or
nominees of deceased members, or mainly for those purposes; and

.. any other person, arrangement or lia~ir1:+ prescribed by the h5IRT
(vi)

“fund policy” means a contract in terms of “# hich a person, in return for a

premium, undertakes to provide policy sz Llil for the purpose of funding in

whole or in part the liability of a fund to provide benefits to its members in
terms of its rules, other than such a contract r -1 [ exclusively to a particular
member of the fund or to the surviving = |*=, children, dependants or
nominees of a particular member of the Iril: and includes a i ninzi.z

policy in respect of such a contract; (vii)

“health event” means an event relating to the Izl of the mind or body of a

person or an unborn; (Vviii)
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(xv)

(xvi)

(xvii)

(xviii)

(xix)

(xx)
(xxi)

(xxii)

(xxiii)

(xxiv)
(xxv)
(xxvi)
(xxvii)
(xxviii)
(xxix)
(XXX)

losned
Iwa-m.

“health policy” means = contract in terms 11 &liiZ1a person, in return for a
premium, undertakes I: provide policy benefits upon a health event, but
excluding any v lii—

ni, of which the contemplated policy benefit -- =

(i) are something other than a stated .11 of money;

(ii) are to be provided upon a person I I%Ing incurred, and to defray,
expenditure in respect of any health service obtained as a result of
the health event concerned; and

(iii) are to be provided to any provider I'l a health service in return for
the provision of such service; or
(b) (i) of which the policyholder is a medical scheme registered under the
Medical Schemes Act, 1967 (Act M.1 72 of 1967);

(i) which relates to a particular member of the scheme or to the
beneficiaries of such member; and

(iii)  which is entered into by the scheme to fund in whole or in part its
liability to such naz=ila= or I=: i_li-ir1:4 in terms of its mil *%

and includes a 1L :1411:71. policy in respect o such a contract; (ix)

“holding company” means a holding compan * as defined in section | of* the
Companies Act; (xiii)
“life event” means the event of the life of a p.1x.010r an 1l 11—
In. having begun;
1. continuing;
i+ having continued for a period; or
T, having ended; (xviii)
“life insured” means the person or unborn to «*1+ life, or to the functional
ability or health of whose mind or body, a Ion g-term policy relates; (xxxvi )
“life policy” means a contract in terms of "1 hich a person, in return for a
premium, undertakes l:—
(a) provide policy benefits upon, and exclusively as a result of, a life event;

n-

1~ P2t an annuity for a period,;
and includes a 1 n4dil. 2 policy in respect 1 such a contract; (xix)
“long-term insurance business” means the bus ness of providing or undertak-
ing to provide policy benefits under long-term policies; (xvii)
“long-term insurer” means a person [&=2Ix7, ®° or deemed to be registered as
a long-term insurer under this Act; (xvi)
“long-term policy” means an assistance pricy, a disability policy, fund
policy, health policy, life policy or sinking fund policy, or a contract
comprising a combination of any of those policies; and includes a contract
whereby any such contract is varied; (xv)
“managing executive” means the chief 1az.Lliw officer of a long-term
insurer or a manager of that long-term i1zu r who reports directly to that
chief executive officer; | +1a*
“Minister” means the Minister of Finance or any other Minister to whom the
administration of this Act may be assigned from time to time; (xxii)
“policy benefits” means one or more sums of money, services or other
benefits, including an annuity; (xxviii)
“policyholder” means the person entitled to be provided with the policy
benefits under a long-term policy; (xxvii)
“premium” means the consideration given m to be given in return for an
undertaking to provide policy benefits; (xxix)
“prescribe” means to determine from time to time by notice in the I'mmie
(LR EAE]|

Tici: company” means a company with a **: 1 capital which is a public
company under the Companies Act; (XXx)

“Registrar” means the Registrar of Long-term ¢ ik referred to in section
2(1); 1

“regulation” means a regulation under section 72; %2111}
"ranedirde: policy” means a v < 1dl.s po I icy in respect of a long-term

policy; (xi)
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5 1 “repealed Act” means the Insurance Act, 1943 (Act No. 27 of 1943); (x)

I+ “sinking fund policy”” means a contract, other than L life policy, in terms of
which ® person, in return for a premium, 1a12a 1k to provide one or more
sums of money, on a fixed or determinable fut 1, date, L* policy benefits; and
includes a 1 maaiui- 2 policy in respect 1lsa 41 a contract; (ii) 5

(xxXv) “short-term insurer” means a person registered or deemed to be registered as
a short-term insurer under the Short-term Ins(trance Act, 1998; (xiv)

«7%-1 “statutory actuary” means an actuary appointed in accordance with section
20(1) or 21(1 I'ovainwz~una

l.7-171, “subsidiary” means a company which is, I terms of section 1(3) of the 10
Companies Act, deemed to be a subsidiary 111 py, ¢ (V)

3= “unborn” means a human likl.* conceived I'1l not born. (xxiii)

(2) For the purposes of” entering into a long-term I y the life of an unborn shall be
deemed to begin at conception.

Part 1 15
Administration 1l Act
Registrar of Long-term Insurance

2. (1) There shall Im a Registrar of Long-term lir-n1 L2ra: with the powers and duties
conferred on or assigned to the Registrar by or under this Act or any other law.
(2) The executive 1l 113 11 the Board shall be the Registrar. 20
1 I, The powers and duties of the Registrar maybe 1 == 142X and shall be carried 11 21—
uly personally by the Registrar;
i1, by 11k Iz member of the executive of the Board authorised thereto by the
Registrar or, in the Registrar’s absence for LII1= reason, the Board; or
hi'1 by any person who has been appointed by the Board for that purpose and who 25
I.L- been authorised 1: do so under his or her : 1r:l11: by the Registrar, or by the
member referred to in paragraph | . to the 1+... 11 and subject to the conditions
determined, either generally or in any particular case, in that authorisation.
i=" Any decision or action taken by a person referred 11in subsection 1.3,z or Ir"i in
the exercise of any power or carrying out of any duty of the Registrar shall, for the 30
purposes Nl this Act or any other law, be deemed to I.1i e been taken by tbe Registrar.

General provisions concerning Registrar

3. (1) An approval of, or a determination or decision 1y, or a notice to be given by or
to, the Registrar, t*. n without derogating from legal rules on the making known or the
publication thereof, be valid only if it is in writing. Sl
(2) Whenever the approval of, or a determination or §zLI*I.41 by, or the performance
ul any 11 1.1 act by the Registrar, is sought by a person i rider this Act or any other law,
application therefor shall be made in writing to the Registrar and the application 4" 1J]l=—
1l be made in the form the Registrar requires; LI=1
1, be accompanied bt 40
(i) the fees prescribed by the Registrar; and
(i1) the information or documents which the Registrar requires.
(3) If a person with an interest in the matter is *43F #® by a determination made,
decision taken or act performed in the exercise or carrying out of the powers or duties of
the Registrar, that person may appeal to the board of appeal established by section 26 of 45
the Financial Services Board Act, with the necessary changes, in accordance with that
sect ion.
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(4) A person may, upon payment of the fees prescribed by the Registrar, inspect only
those documents prescribed by the Registrar, after consultation with the Advisory
Committee, which are held by the Registrar under Ili~ Act in relation to a long-term
insurer or obtain a copy of or extract from any such document.

(5) A document which purports to have been certified by the Registrar as a document
held in the Registrar’s 111*13 or to be a copy of such a 7ia7 Ifmw*11 shall be ; ruwt dix e
proof of the content of such a document or copy, and shall be admissible in evidence in
any proceedings.

Special provisions concerning Registrar and his or t er powers

4. (I) When anything is required or permitted to In: done under this Act within a
particular period, the Registrar may, before the expiry 11 that period, extend it.

(2) The Registrar may by notice direct a long-term insurer to furnish the Registrar,
witbin a specified period, with specified information or documents required by the
Registrar for the purposes of this Act.

: I, If rivs advertisement, brochure 1n similar document which relates to the business
of a long-term insurer, or to a long-term policy, 11#! which is being, or is to be, published
by a person, is misleading or contrary to the public wlLi«l or contains an incorrect
statement of fact, the Registrar may by notice direct L1 person not to publish it or to
cease publishing it or to effect the changes to it which In Registrar deems tit.

(4) If the Registrar has reason to believe that a p.~ 71 is contravening i failing to
comply with a provision of this Act, the Registrar may L. notice direct that person or any
other person =

In, furnish the Registrar within a specified period with any specified information
or documents in the possession or under the 11 1l of that person which relate
to the matter;

1%, appear before the Registrar at a specified time : 1ul place in connection with the
mat ter.

(5) :i1 I a person contravened or is contravening -z.li.mi 7(1 ==a1. of this Act, the
Registrar 1 —

(i) by notice direct that person to make pr=1r g s nts satisfactory to the Registrar
to discharge all 11. any part of the obligations L.1.11 long-term policies already
entered into by that person; or

(i) apply to the Court for the sequestration or liq. tlali.41 of that person, whether
kv she or it is solvent or not, in accordance * 11—
al:in the Insolvency Act, 1936 (Act No. 2401 1936);
|18, the Companies Act;

.. the Close Corporations Act, 1984 (Act No. 69 of 1984); or
(old) the law under which that person is 17111" Wir=iral
as the case may be.

I*=. In deciding an application contemplated in p1:3g 3pfu 1 1 the L.i4nl=—

(1) e lekz e v enizn: klez 121 e sequestration or liquidation of the person
concerned would be in tbe interests of the policyholders concerned;

(i) may make an order concerning the manner in which claims maybe proven by
policyholders; and

(iii) shall (if necessary) appoint as trustee or lidi. ator a person nominated by the
Registrar.

(6) Notwithstanding anything to the contrary in i,y law or the common law
contained, but subject to the provisions thereof M#1:al} to jurisdiction, procedure and
evidence in relation to a Court, the Registrar shall have L right of appearance to institute
and conduct any proceedings in a Court if it is Fe3=arhlL ez e =

Iu. to discharge any duty or responsibility assign .1l to the Registrar by this Act;

(b) to compel any person to comply with or to cease contravening this Act;

n"i to compel any person to comply with a lawful request, directive or instruction
made, issued or given by the Registrar under this Act;
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“11, to obtain k. declaratory order concerning any ;s.ird of law relating to this Act
or to long-term insurance business generally; or
1-. in connection with any matter relating In long-term insurance business
generally where the Registrar considers it to I = in the public interest,
subject to such additional procedural requirements Lu 1l - Court may order in each case
- as to ensure I: 1 and #q. 1#h ¢ judicial process.
(7) The Registrar 1. 1.g
" *i determine that : policy or policies shall form part of a particular class of
policies 1k:li*.1l in section I of” this Act or n section I of the Short-term
herks Act, 1997, if a long-term insurer has not classified that policy or
policies correctly into the appropriate -l:v- and when the Registrar so
determines, the policy or policies concerned ¢ hall be deemed to form part of
the class of policies -. determined for the paij:&=3 of, and subject to, the
provisions 1l the said A: I relating I:1 that 11: ~: of policies; or
r=l upon application of a long-term insurer, determine that a policy or policies
forming part of any I":i %1 of policies :k:. 17 in section I il this Act or in
section 1 of the Short-term Insurance Act, I' *7, 1l L., form part of a different
class of policies defined in the said =isl.4 1 of this Act, and when the
Registrar so determines, that policy or p Ik. ks L for the purposes of this
Act be :kxi1 o1l to form part of the class of pirll [#% 1. determined and it or they
shall-
(1) be subject to LIl the provisions of this i1 ‘elating In that class of policies;
(i1) be subject to the conditions determined ht the Registrar; and
(iii) notwithstanding paragraph ta .be I =1* 1:** from the provisions of the
1, o f to the extent determined by llm Registrar:
Provided that the Registrar shall not make a 1k < 11 11al1.41 under this subsection if the
Registrar is satisfied that the determination will be prejudicial to any person or will
1k:l. Ll any object of this Act.

Annual report

5. (1) The Registrar shall submit to the Minister a report on the Registrar’s activities
under this Act during each year ending "I December, 11¢: shall furnish any additional
information relating to anything done by the Registrar under this Act that the Minister
may require.

i"". A vy of the report submitted to the Minister in .1 11 of subsection (1) shall be
ILlvsal in Parliament within *17 days after receipt 1l the report if Parliament is then in
session or. if Parliament is not then in session, within "I days after the commencement
of” its next ensuing session.

Advisory Committee 111 Long-term Insurance

fu (I) There shall be an Advisory Committee on L, -term Insurance which may cm
its own initiative, or shall at the request of the Minister or Registrar, investigate and
report or advise concerning iJixm:1lu1 relating to long-term insurance.

(2) The Advisory Committee shall consist Il a ¢h||fa*e2r and other members,
appointed by the Minister after consultation with the ka.Lul

(3) A member of the Advisory Committee shall hold 1*l: 1% for the period determined
lie the Minister when the appointment is made.

I-l; A member of the Advisory Committee who is not in the full-time employment of
the %:aizn- the Board shall be paid the remuneration ar d allowances in respect of any
expenses incurred in the performance of the I thin: il the Advisory Committee,
determined by the Board.

(5) The Advisory Committee may meet or otherwise arrange for the performance of
its functions, and nas regulate its meetings as it thinks fit, after consultation with the
Board.

(6) The expenditure connected with the functions of 1l.a Advisory Committee shall be
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paid out il ln=1l-21 111 Board, whose sqr. =, ] =1 I% required for all expenditure
I + =z to be incurred, i actually incurred. s the sh.l#1 4.1+ Committee.

(7) 1. Advisory Committee shall have the powers 1 1ilwid. % out Ild duties conferred
n= or assigned to it by or under this Act.

Part I1
Registration of long-term insurers
Registration required in order to carry 111 long-term insurance business

T (1) No person shall ~1 =11 any kind of” long-term insurance business, 1.1l *a- that
(LN

'.a, is registered or deemed to be registered : =L long-term insurer, and is
authorised Iit carry on the kind nl long-term insurance business concerned.
under this Act; L1kl

I-:. carries on llL1 business in accordance with Il'is Act.

(2) Subsection (1) shall not apply 1:b=—

‘1. a pension fund . gy ldan registered 1.1 the Pension Funds Act, I'-™a*
(Act No. = nll="** if and in so i1 L~ it at’s in accordance with that Act:

1%, : friendly society registered under Ila Friend. y Societies Act, I"=*1: (Act ™.«
25 ul 1956), or exempted 1 1:d: section =. 11* that L. Ili-n1 the requirement
II»ben registered, 1l.«1: in= Jary~itenters1 liilong-term policies in respect
1 any ulr=lopz =

(i) the value n* the policy Iw-..uilv 1.1 V2 121 annuity, to be provided; or

(ii) the ie w11l the premium in return .4 which an annuity is to In
provided,

does not exceed R5 000” per member or 11k*Ild r maximum amount prescribed

by the Minister:

usl  a fund established in terms 1l an agreement referred to in section « !1l. the
| : Iz.m11 Relations Act, I'-"k1 (Act No. IF* of 1995), if” and in so far as it acts in
accordance with the provisions Il. such agreement;

*.m amedical w1711 registered under the "1z w1 Schemes Act. [967 (Act M:s
o "ul 15"l and in so tar as it i i 1% in accordance with that /h.l.

1 1 the Land vir: Agricultural Bank 1l South LI 1a referred I.1in section "1l the
Land Bank Act. I'"=I (Act No. I'lnll'%"-I" 1l and in so lira~it I~ in
accordance with that Act:

131 short-term insurer, it” LIkl in so far as it enters into a policy which it is entitled
to enter into by virtue ul its registration 1~a-Ip:il- & 1 insurer; or

v,o L1 agricultural co-operative i special Lt . 1x goowza g, formed and
I CIF s 2122 under the Co-operatives Act, I 1 (Act No. T ull"- ), 1l and
in so far : ~ it provides, under L scheme or 1y I-==3F<&1! in terms 11 its statutes,
benefits the amount 1 which is not J3Ry 1" 2. and in respect 11 which its
liability is limited to the amount standing to the credit of L fund specially
maintained for HlEl purpose.

I i For the purposes of this” section a person shall, in the absence 1! evidence to the
contrary, be deemed to be carrying on long-term 11 =l 4 L1 business in the Republic, if
that person performs any act in the H21-]]-

11, the object n result of which is that another =.» m will enter into or enters
into, or I ;1x to enter into or to vary, a | miw ®.Ir policy, other than a
I:. ;5. T i, policy, in terms 1l which the lir=I-1 sz ilijuiz person undertakes to
provide policy benefits to the other person; or

(b) in relation L'z long-term policy, other than a reinsurance policy, in terms of
which that person has undertaken to provide p i« benefits, and which act is
aimed at-

() maintaining, servicing or surrendering, 1- otherwise dealing with, the
long-term policy;

(ii) collecting or accounting Izl premiums payable under the long-term
policy; or
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(iii) receiving or submitting ul. or ya-=lir; or otherwise dealing with the
re % .1l ala claim under the | g = n policy.

Prohibition 11 use 1l certain words, urpey[nrmliacul certain acts, by certain
persons

i (I)Nojgu = 18=2al=—

1..1 % hie iz section x(11 -1.11l the Short-term insurance Act, I+, without the
approval nl ll1 Registrar apply to 11 her 1= its business or undertaking a
name or description which includes the word “insure”, *“I1€1 ; or
“underwrite” or any derivative [hereof. 11124+ he, she or it is a long-term
insurer; 1

141 m L son D 11 which indicates that he, she 1 =it carries ni= or is authorised 111
carry on Jon, g-term insurance business, I.1l. I1-Fa she mn itis a |7 2 rf
insurer authorised to carry on that business.

(2) " L a0 1- insurer 4hi-. change its name w Il the prior approval 1 Ila
Registrar,
(3) Noy= =ona 171, mal-n 7. 1z 111 the object l m 11 is or which results 11

Yno gk Il person entering into or u"#1jR2 to en:er into a long-term policy. other
than =11 ez e 1173 to which a 1=~ =, 11 insurer is I1+.i1 party; or

v, (1) I surrendering .o "m0 welbeZ 172 O1 1 v iz It premiums  payable

under;
(ii) the receiving or submitting of, or assisting or otherwise dealing with, Ilu
settlement 01 a claim under: or
(ii1) the maintaining, servicing or otherwise dealing with,
al.uc & m policy, other than 1 1" 1i» i 112! policy. to = =1: 11z long-term insurer is not
aur i% without the vazi=zn 1l the Registrar. = +#1. 1.lw* generally or in 1 particular

Application for registration

"L (1) A pm.~.11 who wishes to carry on long-term insurance business shall apply to the
Registrar I"*1f-zi . sli.mias = long-term insurer.
12", Subject to subsection (3). Il Betgla. #r
hil, may L. ar) an application 1:als in terms n subsection ( 1 ) on such of the
conditions vi:M& 1™ Idlin section | as the Registrar 11w» determine: and
1%, shall. if the Registrar grants such application, register the person concerned as

L long-term insurer and issue to that person = v~ lil w1z of registration, in such

form L~ may be prescribed by the Registrar, ¢1¢.11 I~a1c that person to carry on

the long-term insurance business :m*:i1:-:1 and specifying Huirwr il = 1w

contemplated in pus 3L I .

(3) An application referred to in subsection ( 1) shall r Il be granted by the Kg&mi=; ar
ul unless the sy lina

(i) 1is a public company and has the vu %216 on of long-term insurance
business : = its main object; or

(i) is i nip a4 without a share capital 1 1,41 m law providing specifically
- the constitution of : person to Lid.: 11 - long-term insurance business
as its main object;

Ly al—

(i) the applicant does not lvie_ the Insl..1ml resources, organisation or
management Ilir is necessary and ..k Us2 for the carrying on of the
business concerned;

(ii) any person who is, or will, from the da e of proposed registration, be 1
director or managing executive of the applicant is not tit and proper to
la-1- the nl L1 concerned;

(iii) the direct or indirect 111 In: of the Fp_Iv..111 by another person, whether
by virtue of +..1v:ualin i voting power the power to appoint directors,
or in any other manner, will be contrary ... the interests of policyholders:

lo
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@iv) la fplieamd is not, i1 will not be, able Il comply with this Act; or
(v) I registration is contrary to Il1 public interest;
hil Ha pooyezzonzsnz e W applicant, or: translation, shortened form or
derivative thereof, is unacceptable because 1 —
(i) is identical to that =1 another long-term insurer or m short-term insurer;

(ii) so closely resembles that 111 another long-term insurer or a short-term
insurer that the 12 is likely to be mistaken for the other;

(iii) is identical to that under which another | sia " 1" insurer or a short-term
insurer was previously registered and reasonable grounds exist Iz
objection to its use by the applicant concerned; or

(iv) is misleading or undesirable,

unless the applicant has undertaken to -k i within such period : =l

Registrar may determine, another name **li1 1is acceptable to the Registrar.

Conditions 11l registration

10. The conditions contemplated in section M. «1 «1ir 2 include : =l 1°1 2=

1.1, authorizing the long-term insurer to enter 1111 only certain long-term policies
determined by the Registrar;

i e He long-term insurer to :I1="*11 11 long-term policies other than
certain long-term policies determined by the Registrar:

. o authorizing the long-term insurer l:nenter m* certain long-term policies
determined Ii- the Bazgi. e¢ronly it” 11124 e li. i2% contain, or do not contain,
[er 1l ;i terms or conditions determined by the Registrar:

.1, limiting the roe 1 1l value 11 I pu li=% benefits to be provided by the
long-term insurer under ::i1.1 1 long-tern. policies determined by the
Registrar to an amount :¢ value determined by the Registrar;

v~. limiting the amount of the premiums that the long-term insurer may contract
to receive, sJIr . a p=- j u] determined by Il Registrar, in respect 1 L1l or
certain long-term policies determined by Il4 Registrar that may be entered
into by that long-term insurer during that period;

1 requiring the long-term insurer to enter into :1*1«1I: Ik policies in terms of
which that long-term insurer reinsores at l.*.. a portion determined by the
Registrar of” the liabilities incurred by it in I 11+ of all or certain long-term
policies determined by the K== 11 I'17 may be entered into by that
long-term insurer during a period 1k <"1 .1-. by the Registrar;

12, requiring that llez provisions of the m1-1.4.1= Iin and articles of association,
1= equivalent constitution. 1l the long-term insurer must be suitable to enable
it to carry 11 * long-term insurance business; : 1

L1, reasonably necessary . ensure that the long-term insurance business
concerned is carried on soundly kimlin i 1111 whereby the long-term
insurer will be in = position to meet i(s liabilities,

ciklih. 2111, conditions 11.: be determined in respect =i different | w1, "% 11 insurers.

Variation of registration conditions

11. (I) The Registrar 1i1.:

13! upon application 11l a long-term insurer and b A 1ng regard, with the necessary
changes, to section 9(3)(} 1);

21 when acting in accordance with section 12(2) or I4. or when giving an
authorisation in accordance with section 35( Yaui, in relation to L long-term
insurer; or

« 1 1l a long-term insurer has ceased to enter =Ii' certain long-term policies
determined by the Registrar to an extent which no longer justifies its
continued registration in respect of those pol ties, and the long-term insurer

25
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has been allowed at least 30 days in which to make representations in respect
of the matter,
by notice to the long-term insurer vary a condition, =u, 2| to which the long-term
insurer is registered or deemed to be registered, by amending or deleting it, or determine
a new condition contemplated in section 10.
(2) The Registrar shall, if a variation referred to in subjection ( 1) is effected, withdraw
the certificate of registration issued in terms of section = and issue, as contemplated in
that section, a new certificate of registration to the . s£:n1 insurer concerned.

Registrar may under certain circumstances pref,hll long-term insurers from
carrying on business

12. (1) If a long-term 111" F=

11, has not furnished all information which is neri= ial to an application made to
the Registrar under this Act or has furnished reformation which is false;

I*. (i) has made a material misrepresentation to members of the public in

connection with the long-term insurance business carried on by it;
(ii) has I:z1 12l to comply with a material : 1=11* 121 subject to which it is
registered or deemed to be registered as a long-term insurer;
(iii) has contravened or failed to comply with a material provision of this Act,
and has thereafter, within a period wthzrzmmmn.nzz by the Registrar, failed to
remedy such conduct to the satisfaction of Il Registrar; or

((-) were it then to apply for registration in terms of section 9, would not be able
to satisfy the Registrar as to the matters refer -ed to in section 9(3)(b)(i), (iii)
or (iv),

the Registrar may give notice to the long-term insurer «! the Registrar’s intention, and
of the reasons therefor, to prohibit that long-term insurer, with effect from a date
specified in the notice, from carrying on the long-term insurance business specified in
that notice.

(2) When the Registrar has given notice to a l¥l§ =.Tr insurer in accordance with
subsection (1), and has allowed that insurer at l:a'. 30 days in which to make
representations to the Registrar in respect of the matter, the Registrar may, by notice to
the long-term 1211 ;1=

. withdraw the first-mentioned notice;

(b) act in accordance with section 11; or

L-1if it is appropriate and if the Minister has cimrli 1 .l the Registrar in writing to
do so, prohibit the long-term insurer fron . carrying on such long-term
insurance business as the Registrar may specify in the notice, and which has
been specified in the first-mentioned notice.

(3) When the Registrar has, in accordance with 4 1le11 tion (2), prohibited a long-term
irz10 21 from carrying on certain long-term iren mea: business, the Registrar may
| LEERTN [ TR

1, withdraw the prohibition by notice to the l:nr1 L1a: insurer;

(b) actin accordance with section 11(I) and thereupon, by notice to the long-term
insurer, withdraw the prohibition and authorise the long-term insurer to carry
on the long-term insurance business, subject to the conditions determined by
the Registrar, specified in the new certificate: of registration referred to in
section 11 (2); or

(¢c) act in accordance with section 13(2)(c), $1(2) or 42(2), according to
whichever provision the Registrar deems m 1 appropriate in the circum-
stances and in the interests of the policyholders of the long-term insurer.

Termination of registration

13. (1) If a long-term insurer fails to commence Il . carrying on of its long-term
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insurance business within L reasonable period after k"3 registered to do so, and if, after

v lliea |17 that insurer at least 30 das in which to make representations in respect of the
matter, the Registrar is satisfied that the long-term insurer will not commence the

-4 5 2L on of such business within L reasonable period thereafter, the Registrar shall, by
1rl1.. to the long-term insurer, cancel its registration. 5
(2) The Registrar o .L1l=—

*-r. il a long-term insurer has ceased to enter into long-term policies to an extent
which no | dyg#1 _1raijl2= its continued registration as £ long-term insurer and,
after allowing that insurer w1 least "I, days in which to make representations in
respect of the matter, the Registrar is %a.1- iul that it will not resume the II.
entering into of long-term policies to the required extent within a reasonable
period thereafter:

rrl if’ 1 long-term insurer has notified the Fargia... 1 of its intention to cease I: enter
into any more long-term policies LIk has papiezl=v, S0 in writing; or

1 . if the Registrar considers it appropriate to a = + in accordance with section 1[5
12(3)(C),

by notice direct the long-term insurer concerned, with 111137 from a date specified in the
notice, not I:! enter into any more long-term policies 1 11 require it In make arrangements
satisfactory to the Registrar to discharge its @:ll&d.r ns under : 1l long-term policies
entered into before "1 specified ili%z and, when the Registrar is satisfied that the 20
long-term insurer concerned no longer has any ¥z 14 1% under any such policy, shall,
by notice to the long-term insurer I1k.in the Lazs g e, 2501 | its registration.

(3) When 111 of the long-term insurance business 11! a long-term insurer has lez-1 =

1, discontinued as a result of its amalgamation with, 1= its transfer to, : i.4lu:*
long-term insurer as contemplated in Part V: or 25

1.3, wound up as contemplated in Part VI,

the Registrar shall by notice in the ;. 11l cancel its registration.

Reregistration of long-term insurers as companies

14. For the purposes of section 73(5) of the L'MTi2&hA! Act in relation to a long-term
insurer, the reference to the Registrar 1l Companies in 1lu section shall be construed as =1
a reference to the Registrar of Companies acting in concurrence with the Registrar.

Part 111
Business and administration of long-term insurers
Limitation on business

15. (1) A long-term insurer shall not carry on such h w1712 4 other than the long-term =5
insurance business which it is authorised to carry on k- virtue of its registration under
section 9, as the Registrar has prohibited in relation 121 ==

1. a particular long-term insurer; or
1! long-term insurers generally.

(2) A long-term insurer shall not carry on such 1H1=:x¢ as the Registrar may 40
determine, other than the long-term insurance business “sl1 L 1it is authorised to carry on
by virtue of its registration under section 9, otherwise than in accordance with and
subject to the limitations and conditions which the Registrar may determine in relation
| R

q 1 uiir 4T Jong-term insurer; or 45
I''. long-term insurers generally.

1i; The Registrar may only impose a prohibition 1= determine a limitation and a

condition under subsection 11 ) or (2) by notice in the 1 i< 117
(a) if it is in the interests of the policyholders 11l. particular long-term insurer, or
long-term insurers in general, to act so; 50
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I 11 giving LIl-ww' 4. days’ notice of the Registrar’s intention to act so in the
case of-
(i) a particular long-term insurer, to that l: rig-term insurer; or
(i1) long-term insurers generally, in the l1: 4" and
Ih . after considering any representations ILw=:I* 1l in respect of the matter. 5
1= A long-term insurer, other than an insurer vu .% 1L On 11" II=L1ILR:: business only,
<': "1 not be a short-term insurer as defined in the &4:*I417 1% Insurance Act, 1998.

Head office uira public nlbkwr

16. (1) A long-term insurer 1" .im=
a1 have its head office in the Republic; I
I-.. appoint a natural person who is permanently resident in the Republic as its
public officer;
(c) notify the Registrar of the address of that he 4! office and of the name of that
public officer; and
1 if the address of that head office changes, or if that public officer or the name 15
of that public officer changes, notify the Fag 4 a1 thereof within 30 days after
such change.
(2) The public officer shall, as far as it is in his or her power, ensure that the long-term
insurer complies with this Act.
(3) Process in any legal proceedings against a long-t 2:11 insurer maybe served at the 20
head office of that insurer or, if no such office is in #*I4#1:7, by service upon the public
ull vz or, if he or she cannot be found or if no & w11 has been appointed as public
lFe® * by service upon the Registrar, which «l:."' be deemed to be service upon the
long-term insurer.

Financial year 25

17. A long-term insurer may not change its financial year without the approval of the
Registrar.

Notification of certain appointments and terminations

Jit A long-term insurer shall notify the Registrar, in the form and of the information
required by the Registrar, in respect of every director 1 r managing executive appointed .
by it or whose appointment has been terminated b it, witbin 30 days after such
appointment or termination, together with the reasons for any such termination.

Auditor
19. (1) A long-term insurer shall from time to time #5311 and at I times have, one
or more auditors. 35
(2) No appointment of an auditor, other than a 1wd-p= dikzr I not involving a break in
the continuity of the appointment, shall take effect 1. 1r4- it has been approved by the
Registrar.
(3) A long-term insurer shall not appoint as its Luli..n—
In, one of its directors; or 40

', a person who is not engaged in public i1l 2 as an auditor.

(4) If an auditor of a long-term insurer is a firm (as contemplated in the Public
Accountants’ and Auditors’ Act, 1991 (Act No. 80 of 1991 )), the last approval of the
Registrar for the appointment thereof shall not lapd*. by reason of a change in the
membership of the firm if at least half of the members, after the change, were members 45
when the appointment of the I was last approved I « the Registrar.

1 *; Notwithstanding anything to the contrary in Wi law contained, the auditor of a
long-term insurer u *LI| ==

1n, whenever the auditor furnishes copies of m report or other document or
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particulars contemplated in section 20(5)(b) 1! the Public Accountants’ and
Auditors’ Act, 1991, also furnish a copy Ila1 z.v to the Registrar; and
vt if the auditor’s appointment is terminated I:*l any nze-n=—
(i) submit to the Registrar a statement of 1=lar the auditor believes to be the
reasons for that termination; and 5
(i1) if the auditor would, but for that termination, have had reason to submit
to the long-term insurer a report contemplated in section 20(5)(u) of the
Public Accountants’ and Auditors’ Act, 1991, submit such a report to the
Registrar; and
i inform the Registrar in writing of any n<slz relating to the affairs of the 10
long-term insurer of which the auditor became aware in the performance of
the auditor’s functions as auditor and which, 1 the opinion of the auditor, may
prejudice the insurer’s ability to comply with section 29(1) of this Act.
(6) I, The furnishing, in good i1l by an auditor of a report or information in terms

of this section shall not be deemed to constitute a vzl 1- 2ir sz1 of a provision of a law 15
or a breach of a provision of a code of professional znz1la.l to which the auditor is
subject.

1! The failure, in good faith, by an auditor to furnish a report or information in terms
of this section shall not confer upon any person a 1. I: of action against the auditor
which, but for that failure, that person would not have :il 20
(7) In addition to the duties assigned to the auditor 11 a long-term insurer by the Act
under which that insurer is incorporated or by the Public accountants’ and Auditors’ Act,
I the auditor 4: L'l=—

i, in relation to = statement forming part of the returns in respect of which the
auditor is required to do so in terms of kxikll 36, examine that statement or 25
part thereof and satisfy himself, herself or itself that it is properly drawn up so
as Il comply with the requirements of this k.l and express an opinion as to
whether the statement or part thereof, including any annexure thereto,
presents fairly the matters dealt with therein L« contemplated in section 20 of
the Public Accountants’ and Auditors’ Act, I=U-* and s,

(b) carry out the other duties provided in this : 1 or prescribed by the Minister.

(8) Without derogating from an auditor’s right to Ik == in respect of anything which
is material to the carrying out of the auditor’s duties, an auditor shall not be required to
examine or express an opinion in relation to a statement forming part of a return, report
or certificate or to the particulars thereof, in respect 1:] which a statutory actuary is '
required, in terms of this Act to make an examination, § ive an attestation or express an
opinion.

(9) An auditor may rely on the work performed by Ilr statutory actuary in relation to
the financial affairs of a long-term insurer, when the auditor expresses an opinion in
relation to the financial affairs of that long-term insurer «r terms of this Actor any other 40
law, subject to compliance with the prevailing auditing standards.

Statutory actuary

20. (1) A long-term insurer shall from time to time #[-=-dIl and at all times have, an
actuary.

(2) A long-term insurer may appoint an alternate to . in the place of its statutory 45
actuary during his or her absence for any reason.

(3) No person other than a natural person who is permanently resident in the Republic,
is a Fellow of the Actuarial Society of South Africa and has, as an actuary, appropriate
rizliz3l experience relating to long-term insurance liasi=1=: shall be appointed as a
statutory actuary or his or her alternate. 50

(4) No appointment of a statutory actuary or his or her :ll:-nuik: shall take effect unless
it has been approved by the Registrar.
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(5) The statutory actuary of a long-term insurer ;1 b=

(a) submitl:1the Fegis..ia. if I = or her appointment is for any reason terminated,
a statement of what he 11" she believes to be he reasons for that termination;
and

(b) report to the long-term insurer any matter relating to the business of the
long-term insurer-of which he or she became aware . 1 the performance of his
or her functions as statutory actuary and which, in the opinion of the statutory
actuary, may prejudice the long-term insurer’s ability to comply with section
29( 1), 11k if steps to rectify the matter are m 1taken to the satisfaction of the
statutory actuary, he or she shall forthwith 11 port the matter to the Kegi<:.i1

(6) (a) The furnishing, in good L1l by a statutory ¢ I % of a report or information
in terms of subsection (5) shall not be deemed to constitute a contravention of a
provision of a law or a breach of a provision of a code I professional conduct to which
he or she is subject.

(b) The failure, in good faith, by a statutory actuary 1 furnish a report or information
in terms of this section shall not confer upon any p= on a right of action against the
statutory actuary which, but for that failure, that p=.s »1would not have had.

(7) In addition to duties assigned to the statutory act A4.3 by 1 1= other law or a code
of professional practice, the statutory actuary =11 k=

-i1, in relation to L statement forming part =1 the returns in respect of which he or
she is required to do so in terms of section i;. examine that statement and
satisfy himself or herself that it is properly :l 1w=1 up so as to comply with the
requirements of this Act and attest or, as the » ase may be, express an opinion
in connection with that statement: and

vk _carry out the other duties provided in this Act or prescribed by the Minister.

(8) A statutory actuary = "1 ll=—

va, have the right " access at all times to the 711 vrAt1=¢ records and other books
and documents of the long-term insurer and be entitled to require from the
directors or officers of that insurer the 11.- 1.1 1lk41 and explanations he or she

deems necessary for the carrying out of his 1 her duties;
I--. be entitled 12w
(i) attend a general meeting of the |1 7 o insurer;

(i) receive the notices and other rm=nmi =1 vi: relating to a general
meeting which a member of that long-term insurer is entitled to receive;
and

(iii)) be heard at a general meeting on the 4i.1124- of the meeting which
concerns him or her as statutory actuary

Appointment of auditor or statutory actuary by Registrar

2L (1) If a long-term insurer for any reason fails to Jr2 4l
In. an auditor in terms of section 19(I), the | ZCI5IF may, notwithstanding
sections 269(4) and 271 ( 1) of the Companies Act, but subject to section 19 of
this Act, appoint an auditor for that long-term’ insurer;
1%, an actuary in terms of section 20(1), the Fe2l-:.7T may, subject to section 20,
appoint an actuary for that long-term insurer.
1" A person 11" firm appointed under subsection ( I ) as auditor or actuary of a
long-term insurer shall be deemed to have been appointed by the long-term insurer in
accordance with this Act.

Removal of appointees who are not fit and proper

22. (I) The Registrar may by notice require a | wIf #*r insurer to terminate the
appointment of a director, managing executive, AR i officer, auditor or statutory
! L HMs 1. that long-term insurer, if the person or firm 111432 113l is not fit and proper to
hold the office : urin1: 1l
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;. When Il1 Registrar intends to act : ~¢u/J¢mn2lilz ] in subsection ( I), the Registrar
shall give notice to the long-term insurer concerned, »re* unless it is impracticable to do
so, to the person or firm concerned, of the Registrar’s innn nZi.1 and the reasons therefor,
and tla = w1 - li'n concerned shall thereupon Lite. to perform the functions of the
1 "11 concerned pending the final outcome of any E. l1:11 under subsection (3).

: i, When notice has been given to a long-term insurer in terms of subsection !™"., that
long-term insurer and the person or firm concerned 1* .y appeal to the board of appeal
established by section ~:ml the Financial Services Board Act, with the necessary
changes, in accordance with llvL section, and any party ILil have a right of appeal to the
Court against the decision of that I="mnl of” appeal as if it were L judgment of a L.<x11
NI

Audit committee

23. (1) The board of directors of a long-term insurer ¢ hall appoint an audit committee
of at least three members of whom at 1.*#1. two shall Ir: members of that board.
(2) The majority of the members, including the chairperson of the audit committee,
shall be persons who 1 1% not employees of the | I *& m insurer.
(3) The functions of an audit committee shall, 1=y 1"y, [4=—
.1, to assist the board of directors in its evaluation of the ,al=. 1.y and efficiency
of the internal control systems, accounting pri ~II. F¥_information systems LIkl
auditing Lk L2lILI"IWl 1z 's 1 processes jguz1#1 by the long-term insurer in
the day-to-day management of its business;
to facilitate and promote communication 11k liaison concerning the matters
referred to in paragraph 1, or = related matter, between the bored nl directors
and the managing executive, auditor, %.4.4l1, actuary and internal audit = 1l
1l the long-term insurer;
.°. to recommend the introduction of measures which the committee believes
1 u; enhance the credibility and objectivity of financial statements and reports
concerning the business Il the long-term insurer: and
.1, to advise on a matter referred to the 11:1. 111 "n1 by the board of directors.
(4) Il the appointment of an Liklil committee is, in a J1a 11=1 & 41 inappropriate or
Ir*-7ered or ekl serve no useful purpose, the Registrar may, subject to such
conditions as the Registrar may determine, exempt Il : long-term insurer concerned
from lla requirements of subsection ( -1

Preference shares, debentures, share capital and alufi L warrants

24. A long-term insurer shall 1r:b—
In, without the approval of the Registrar or u. :.1r ise than in accordance with the
conditions that the Registrar 1h: 2 1151k 4=
(i) issue any debentures;
(ii) issue preference shares other than pr :x ik shares compulsorily
convertible to ordinary shares;
(iii) convert any of its shares into preference shares;
(iv) convert any of its preference shares of a 1 k. I:1 class into preference
shares of another class;
(v) convert any of its shares, including preference shares, into debentures:
(vi) reduce its share capital in terms of =1k »L-ii1 and 84 of the Companies
Act;
I, notwithstanding sect ion 10 I of the L =M=sAk*- Act, issue share warrants to
bearer as contemplated in that section.

Registration of shares in name of nominee
25. (1) A long-term insurer shall not b 1y, 1w

*n il or issue any of its shares to, or register L1y of its shares in the name of,
a person other than the intended beneficial < =z ] 42
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1.3 register transfer 1 any HIits « 11%- to a person other than the intended
beneficial shareholder,
without the approval 1 the Registrar.
(2) Subsection ( 1) shall not ap, I~ to the allotment, i =41 or registration 11l the shares
1 = long-term 11311 Jl= 5

1, to orin the 11 of a trustee of a unit trust scheme as defined in section I 1:l
the Unit Trusts Control Act, I":#1 (Act No. 54 of 1981), or il a nominated
company of the trustee approved by the Registrar of Unit Trust Companies;

(b) to or in the name of any executor, sl J1lf-<If Jun trustee, curator, guardian or
liquidator in the circumstances wuriun.lils. in section It = ' of the 10
Companies Act;

ne for a period of not more than six months, to 11 in the name of a stockbroker or
a company floated by a stockbroker li:ithe jin = contemplated in section
I"11;- ., of the Stock Exchanges Control Act, I #: (Act No. I of Ih41:=1 or to
or in the name 1lL company controlled by a long-term insurer or an employee |1
of the long-term insurer, Il it is necessary ll% the shares be so allotted, issued
or registered in order to facilitate delivery t - the purchaser or to protect the
rights of the beneficiary in respect 11l those . *rje=

nT, to or in the name 1l a person . .A{ as L& > o.M institution by virtue of an
authorisation under section . of the &l Lizj ¢~ 1 Securities Act, 1992 (Act .k
No. »m"1992), or 1 awn, ,pazysp=irm=ln=lin section 12( 1 1*.1 10of the
Stock Exchanges Control Act, 1985: I' in1anl that the person or member
concerned is able, on request, to ilerln-L the mi=1. of the beneficial
shareholder on whose behalf shares are Im- .

I.-. to or in the name of another person .- «~ it 1l by the Minister. 25

Limitation on control and certain slimwdinblidg or other interest in long-term
insurers

26. (1) Subject to this section, no person shall, *s1ll 1:1 the approval of the Registrar,
acquire or hold shares or any other interest in a |7i2 5.1 insurer which results in that
person. directly or indirectly, z.11%1 or with an L~=..i"IR, exercising control over that *li
long-term insurer.

(2) No person shall acquire shares in a long-term insurer if the aggregate nominal
value of those shares, by itself or together with the §a7[-=!1]® nominal value of the shares
already owned by that person or by that person and his, her or its associates, will amount
to 25 per cent or more of the total nominal value nf all of the issued shares Il the i
long-term insurer concerned. without first having 1r.lLiims! the approval of the Registrar.

(3) The approval referred to in subsection * ', =

ul may be g+Ip
(i) subject to the aggregate nominal value 1 T the shares owned by the person
concerned and his, her or its associates 111 exceeding such percentage as 40
may be determined by the Registrar wit #ild further approval in terms of
this section;
(i1 ) subject to such other conditions as the Registrar may determine;
i1, shall not be given if it would be contrary I:~-
(i) the public interest; or 45
(ii) the interests of the policyholders, or of persons who may become
policyholders, of the long-term insurer; and
1"l may be refused if the person concerned, alone or with his, her or its associates,
has not already owned shares in the long-term e 21
(i) of the aggregate nominal value; and 50
(i1) for the minimum period, not exceeding 12 months,
that the Registrar may determine.

(4) If the Registrar is satisfied that the retention o a particular shareholding by a

particular shareholder will be prejudicial to the |lc “&r. insurer, the Registrar may



1 N(I=/.1 v o ol wnilla+ | GAZETTE,. SEPTEMBER 1998

4 N(). 52.1998 18T 1 FISEELVY. ACT, Thad

apply [0 the U .41'l1” el 124z area oo! 17 <:he1enir the Iz k21l 11 1l the long-term insurer
is situated lizvan i .J==—

11 compelling such shareholder Il reduce, 1 hin a period determined by the
Court, il a. e indivsto Latilvtaddhig with a total nominal value not
exceeding 25 per cent of the total nominal value of 1 ll the issued shares of the 5
long-term insurer; and

11 limiting, with immediate effect, the voting rights that may be exercised by
such shareholder by virtue of his, her or its & i 2arllrg to 25 per cent of the
voting rights attached to all the issued *: 11+ of the long-term insurer.

(5) For the purposes of this section “associate”, in relation li— 0

In. a natural person, 1=l 14—

I hism her spouse;

(ii) his or her child, parent, stepchild or »#4sa.4If. and any spouse of any
such person;

(iii) another person who has entered into LI agreement or arrangement with 5
that natural person, relating to the acqu +**u:F holding or disposal of, or
the exercising of voting rights in 15 1 of, shares in the long-term
insurer concerned;

(iv) al:i:"rzumm 4,1 whose board of directors acts in accordance with his or
la: directions or instructions; 20

(v) a trust controlled or administered by hi n or her:

It a juristic pe.a-nl

(i) which is = company, means its <:[suJI:.% and its holding company : f:
any other subsidiary n* holding 11" v y the= =~
(i1 ) which is a close corporation registered u rider the Close Corporations Act, 25
1984 (Act No. If- of 1984), means i1 - member thereof as detined in
section I of that Act;
(iii) which is not a company or a close ¢n ¥ FAun" means another juristic
person which would have been its subsidiary or holding Lu:: =i g
uiochad it been a company; or e
11wl in the case where that othe juristic person, too, is not a
company, had both it and Il:r other juristic person been a
company:
(iv) means any person in accordance with “s1k* w directions or instructions its
board of directors acts; o
(v) means another juristic person whos board of directors acts in
accordance with its directions or instructions;
(vi) means a trust controlled or administered by it.
(6) For the purposes of this section a person shall be deemed I exercise control over
a long-term insurer if that person, alone or with & %s*sl JL%-- 40
nl, holds shares in the long-term insurer nl which the total nominal value
represents 25 per cent or more of the nominal value of all the issued shares

1=
1! holds shares which entitle such person to exercise more than 25 per cent of the
voting rights attached to the issued shares nl that long-term insurer; or 45

u°l has the power to determine the appointment of 25 per cent or more of the
directors of that long-term insurer, including the pu =
(i) to appoint or remove, without the concurrence of another person, 25 per
cent or more of the directors; or
(ii) to prevent a person from being #p°m nt* as a director without another 50
person’s consent.

Furnishing of information concerning shareholders

27. (1) A long-term insurer shall, whenever required 1o do so by the Registrar, furnish
the Registrar with a return, in the form and containing the particulars and information
which the Registrar determines, in respect of its shareholders and of any person who 55
directly or indirectly has the power to require those sha _lr Izh: 1 to exercise their rights
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L - shareholders in the long-term insurer in accordance with such person’s directions or
instructions.

(2) A person in whose name shares in a long-term insurer are registered, or who
w14=: = shares in = long-term insurer to be allotted or issued to such person or li be
registered in such person’s name, and any person 2.1IRg on behalf of such person,
shall. upon the written request of” the long-term 1t =% "1 concerned, furnish it with the
information it may require for the purposes 11l complying with section 4 :11).

Effect of registration of shares contrary to Act

28. (1) No person 4t &, 1=
-1, either p=3"N3I% or by proxy £Zarm. to cie* her person, cast a vote attached
to; or
(b) receive a dividend payable in respect of,
a share in a long-term insurer allotted or issued to such first-mentioned person or
registered in such person’s name contrary to this Act.
(2) The validity of a resolution passed by a long-k rm insurer a::1 not be Lilirml
solely by reason Hl a vote being cast contrary to subsection ( li*u!.
. i. A dividend referred 11" in subsection ( 1.1.% shall be void.

Part IV
Financial arrangements
Maintenance of financially sound condition

29. (1) A long-term insurer 1" I at LIl times maintain its business in a financially
sound condition by
LI, having assets;
1 providing for its liabilities; and
o'l generally conducting its business,
S0 as to be in L position to meet its liabilities at all lin .
(2) A long-term insurer shall be deemed to have failed to comply with subsection ( 1)
if it does not I1 1+ L=
ul assets as required by section 30; or
*4_ in the Republic assets as required by section .=l
| i" A long-term insurer which fails 1II comply with *..132 121 (1) shall, within *Ii days
after becoming aware of it, notify the Registrar of Ilu failure and furnish the reasons
t here for.

Assets

30. (1) A long-term insurer <=:ll—
11 have assets the aggregate value of which, 1 = any day, is not less than the
aggregate value, on that day, of its liabilities and
1.* subject to section 32, have, in the Far2u ll.. assets the aggregate value of
which, on any day, is not less than the priam 1 11 value, on that day, of those n!
its liabilities which are to be met in the k2L I,
when the values of those assets and liabilities are 17 a1l il by means nl—
(i) the method set out in Schedule 2; and
(ii) the financial soundness method set out in %= L4t 3.
| " al'mc 2 i insurer shall not declare a alirizeul or pay a dividend In its
shareholders if, and for as long as, it fails to ¢ansgpl with subsection ( 1), or Il the
declaration or payment of the dividend would result in it failing to comply with
subsection ( 1]
Iii A long-term insurer shall not declare a :l'riz1u1: or pay a dividend to its
shareholders unless its statutory actuary In1- certified Il :1 the declaration and payment
thereof will not be contrary to subsection (2).
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Kinds and spread 1l assets

31. (I) Subject to section 32, = long-term insurer % *: 1l in the Republic, have assets,
i =.1 111 assets in respect 1 linked liabilities I 21 «:1lin section I} -

:n, which Iz 1z aggregate value which, 11-¢ns day, is not less than the
aggregate value, on that day, 1" those Nl its liabilities which have to be met in
the Republic, when the values Nl those assets are calculated by reference to
their market value : defined in the regulations and the values 1l those
liabilities, other than the said linked Itk "thirr are calculated b means 1l the
method set out in Schedule 2; and

1.t which are of the kinds specified in . 1wlL+ I; and

"1 which have : market My»11® as defined in the regulations, which, when
expressed as a percentage of the aggregate = alue of its liabilities referred to in
paragraph "1 . does not exceed the percentage specified in the regulations in
respect of particular kinds or categories of those assets, unless the Fargia: ar
otherwise approves either in advance or at s I time after having received the
notice referred to in section =M i} -

(1) in a particular case;
(i1) for the specified period; and
(iii) subject to «1: 11 conditions : = the Registrar may determine.
(2) Subject 1. subsection ( 1 !. the kinds of : =4: #lle* a long-term insurer by . and the
e-re k11l those assets among different kinds, &+ Ll

"1, to the satisfaction of the -.a.al w1 .*li«1 411 the long-term insurer, be proper
and suitable having regard to the nature of * various liabilities and 1lk: time
when, the |'I1*= where, : 1¥: the manner in which, it is required, or expects to
be required, to meet Il 1: k2 liabilities; : 1!

"1, to the extent so prescribed, comply with any general requirement prescribed
by Iy Registrar for the appropriate nzrr i g of assets and liabilities.

Deeming provisions concerning assets

32. (1) For the purposes 1l sections 30 and *l=—

va, ani-#z ullld kind specified in item |1 175 *., (3) or 13, - li*s, of the Table
to Schedule 1. shall, subject to paragraph !, be deemed to be in the Republic:

1=1 if there is documentary evidence of the Ink::l a long-term insurer to an asset,
that asset shall 14 :kx* *2:] not to be in the Republic unless the documentary
evidence is in the Republic or is held il e the Republic in such a manner
and subject to such conditions as the Raging ¢1 may determine; and

uwmi  an asset 1! i be deemed trot to be held by 1 long-term insurer if it has been
encumbered contrary to section =111 inl1=1111 of another person, or if it is
held by another person contrary to section '; 1 )(b), unless the person in

whose L:1=11 11 it is encumbered or the |¥: r-1holding that asset 14—

(i) the Minister of 1 2}i.mi: or the I limudr: -General: Labour, or any person
acting on behalf of that Minister or Director-General in accordance with
the laws of the Republic relating to compensation for occupational
injuries anti diseases;

(ii)) the government of any country other than the Republic in which the
long-term insurer carries on insurance business or intends to carry on
such business, or any person acting on 4l of such government, if the
long-term insurer has encumbered **11=1 assets in lie.anl of, or
transferred those assets into the name of, that government or that person
in order to comply with the laws of Il at country relating to long-term
insurance; or

I*'11 another insurer and the encumbrance n transfer takes place in terms of a
1211 2i L8 policy.
(2) If the assets which L long-term insurer holds in 1 espect of its long-term insurance
business in any of its policyholder funds include %:1d 2+ in its holding su1. prav #
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L., such 1 Z1s = 1ll. for the purposes i section 39(2) of” the Companies Act, be
:hzz. =il to be Irz 1l by the long-term insurer in L f# ME2[-F %7 capacity or as
= trustee Inz1 the sole benefit of the owners of” the policies Izt which the

policyholder fund concerned exists, **ld:'111 the holding company is
incorporated in the Republic n- not; .
1.%, such shares shall only be held by the long-term insurer with the prior approval
of the Registrar and subject to such :11=1l 1:* 1= the Registrar may determine:
and
1~ the long-term insurer shall not have the [ " to vote L1 meetings of the holding
company or at meetings of any class of me lwz11 thereof. Ir

(3) For the purposes of subsection (2) “policy Ik I::: fund” means a fund referred to
in paragraph (u), (b) or | 1 of section 29(4) of the lir..miez Tax Act, 1962 (Act No. 58 11
1962).

LA FTIHTE

33. (I) For the purposes of this Act, the liabilities o‘ a long-term insurer shall include 15
its contingent liabilities for policy benefits which have not become claimable, and which
are specified in Schedules " and 4.

(2) For the purposes of section ,-! the linked list tli"az+ of a long-term insurer are
those of its liabilities which, in terms of the l.mi. “#.1 policy concerned, are in respect
of policy benefits the amount of which is 1#:l1 guaranteed by the insurer and is to be 20
determined solely by reference to the %:1"1." of i Il. nia assets or categories of assets
which are specified in the pu.li*y and are actually Iu kI by 1 on behalf of the insurer
specifically for the purposes of the policy.

Prohibitions concerning assets and certain liabilities

34. (1) A long-term insurer shall not- 25
1,1, encumber its assets;
I3, allow its assets to be held by another person on its ke *=lF
nti directly or indirectly borrow any asset;
.1, ke means of suretyship or any other form m personal security, whether under
a primary or accessory obligation, give security in relation to obligations ™.
between other persons,
without the approval of the Registrar, given generally 1 in a particular case, Lira subject
to such conditions as the Fargis. 21 may determine.

(2) A long-term insurer shall not invest in tkz:i=~1.-1 es other llLl ;==
In, derivatives designated as an asset in Fee[== of L linked policy referred to in "
section 33(2);

14, derivatives acquired out of izr in respect mi. assets that LIt in excess of the
assets required to meet the long-term 1 x1 rer’s liabilities under long-term
policies in terms of section 30(1);

r.". for the purpose of reducing investment risk or for efficient portfolio 40
management; or

In in such a manner that the long-term insurer will, or reasonably expects to,
have the asset at the settlement date of =: derivative instrument which
matches its obligations under that instrument and from which it can discharge
those obligations. 45

Failure I"1 maintain financially sound condition

A-. (1711 a long-term insurer gives notice to the Kmy strar in terms of section 29(3), or
if the Registrar is satisfied that a long-term insurer is failing, or is likely to fail within a
reasonable period, to comply with section 29(1 ), the I'= & 24fL may, by notice, direct 1
long-term insurer to furnish the Registrar, within a &, 714 period, “*1llk 50
1, specified information relating to the nature dial causes of the |-, 11, # miel
(b) its py ye%alF as to the course of action Il-4 it should adopt to ensure its
compliance with section 29( 1).
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I"'. When the Registrar has received the 1. 4 "1zl on : 1kl proposals referred to in
subsection ( | ), the Registrar may, without derogating L.z the Registrar’s powers under
section 1 I or 12 or any other provision 11 this i\l =

ni, authorise the long-term insurer concerned, by notice, to adopt a course II:
action, approved by the Registrar after cons ih:.ing those proposals and after
= ln k1 with the auditor and the statutory actuary of the long-term
insurer, and which the Registrar is satisfied will reasonably ensure that the
long-term insurer complies with section 29( I), and the Registrar may, at that
time or 11 any time thereafter, after further consultation with the auditor and
the statutory actuary, by notice authorise ll4 modification of that course Il
action to the extent that the Registrar deems appropriate in the circumstances;
or

I.i. if it is reasonably necessary in the interests of the policyholders of the
long-term insurer, at that time, or at ¢t time thereafter, and notwithstanding
any steps already taken by the Registrar in accordance with [y 3¢, 1241 (a) or
any other provision of this Act, act in accord .:1.2 with section 41 (2) or 42(2).

Returns to Registrar

M. A long-term insurer shall furnish the Fa=i- o1 with returns relating to its
g g —
n in the medium and form;
(b) containing the information; and
n*. by the date or within the period,
prescribed by the Registrar, either generally or in ww’:1ln. to a particular insurer.
(2) If the Registrar is satisfied that a return furni i".1l to him or her in terms of
subsection ( I ) is incomplete or incorrect. 14 or she 1.1 A by 1% 0k2 =
:n, direct the long-term insurer to furnish the Registrar, within a specified period,
with specified information or documents “liw1 the Registrar considers
necessary Il complete or correct the return: .r
*.%, reject the return and require the long-term 1em 21 to furnish the Registrar,
within a specified period, with L new return which is complete and correct.

Part V
Compromise, arrangement, amalgamation, iluiziulnaisalrin and transfer

Court approval required for compromise, L:ITIlIfBAAr amalgamation,
demutualisation or transfer

J1. (1) No transaction to which a long-term insurer is a party and which constitutes an
agreement by which LIl or any part 1. the business of a long-term insurer is transferred
to another person. or by which a compromise, &:up-nez:l or amalgamation
contemplated in Chapter XII of the Companies Act is 1 ha"i*1 or by which a long-term
insurer which is not a company having a share capital is to be converted into a public
company having a share capital, shall have I force without the approval of the Court.

1”", Any arrangement entered into between two 11 more insurers whereby a liability of
any long-term insurer towards policyholders is to be substituted for a liability of any
other insurer towards such policyholders (whether or rot the liability of the long-term
insurer is expressed in or created by existing policies or by new policies, or the terms of
such new policies are the same as 11 1l.™zr2n: from the terms Il the original policies),
4:11 be deemed for the purposes Il this section to be 1 scheme for the transfer of the
insurance business concerned, unless Ika Registrar is sat =li-1 that the said policyholders
have been or will be made aware of the nature of suchs 1l&lili2*111 and have signified or
will signify their consent thereto in writing.
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Application to Court

38. (I ) When application is made to the Court tor the approval m? a transaction
referred to in section * /=«
In, the parties to the transaction shall |aRs.»*
(i) at least 4. days before lodging the application, give notice to the
Registrar thereof together with full particulars of the transaction;

I :) atliy . days before lodging the i1 cation, cause a notice, in the form
and containing the information required by the Registrar, to be published
in such official languages in the i:za.1 and in such other newspapers as
the Registrar may determine;

(iii ) lezle z1A4lvgne the application, serve s|=I1 the Registrar a copy of the
notice of =m'nr ‘and of mll accompanying affidavits and other
documents relating thereto and to be I led in support of the application;

(b) a person who has an interest in the matter 1l» ® by notice given to the Registrar
within 15 days after the publication in the ( ia 2117 of the notice referred to in
paragraph |1 1. I submit to the Registrar 4441 representations concerning the
transaction as are relevant to his, her or its interests;

I~ the Registrar 1=

(i) appoint a person, at the cost of the pd ties to the transaction, to enquire
into, and report to him or her on, the desirability or otherwise of the
transaction; and

(i1) by notice, direct any party to the transaction to provide the Registrar or
that person with all information and t1h-: nid: 1l relating to the transaction
which he or she may require;

a1l the Registrar and any policyholder, =':1u' ikl or creditor of the long-term
insurer concerned may tile affidavits and other documents relating thereto and
may appear and be heard at the hearing of .IL application.

(2) A long-term insurer may propose, conclude or give effect to any transaction or
combination of transactions contemplated in section 37(1) notwithstanding anything
provided or not provided in the 19" memorandum or other document under which any
party to the transaction or transactions concerned I+ constituted or in the articles of
association or other rules of any such party.

I i;If a long-term insurer which is not a company li :=iNng a share capital applies to the
Court for approval of a transaction or combination of transactions in terms of a scheme
which proposes or is in connection with its thzr :uali =111, such scheme may include,
and the Court may approve the following matters, hia “zely

In, the allotment, issue or transfer to any persc n by any party to such scheme of
shares in the long-term insurer or in a wrie=4'> which is to become the
holding company of any such party, whether in substitution for membership of
the long-term insurer or otherwise;

=4 the cessation of membership of the |'IE 7 m insurer;

(c) the date on which such scheme takes effect which date may be a date before
or after the date of approval by the Court.

Conditions of approval

39. Notwithstanding the provisions of the Zxi s es Act, the approval of the Court
of a transaction referred to in section 37(1) shall not % [ririral -
i, unless the provisions of this Part have beer complied with;
v/ if the transaction is inconsistent with this Actor contrary to the interests of the
policyholders of the long-term insurer concerned; or
vl unless payment of the costs referred to in section 38(c)(i) has been made or
secured.

Approved transaction
40. (1) A transaction referred to in section 37( 1)l =1 is approved by the Court shall

be binding on all persons and shall have effect as ordered by the Court notwithstanding
anything to lIr: contrary contained in the constitution or rules of the parties thereto.

10

20

25

30

35

40

45

50



50 BT LY 1'] RHI~IL.Z:Tl. /1 SEPTEMBER I14

! No. 52,1998 LONG-TERM INSURANCE ACT. 114

(2) Notice nl the passing of a s .4 resolution (if a 1=" by the members of a long-term
insurer confirming a transaction referred to in section 37(1), together with a copy of the
resolution and of the terms and conditions of the transaction, certified by the chairperson
of the meeting at which the resolution was passed and by the public officer of the

long-term insurer to be a true and correct copy shall | 2 furnished to the Registrar by the 5

long-term insurer concerned, within H. days of the passing of the resolution, and a
certified copy of the order of Court as soon as practicable.

1 i"11, The officer in charge of a deeds registry or other office in which is registered
any bond or movable or immovable property which is to be transferred in accordance

with a transaction referred to in section 37(1) or sl shall, upon production by the I ()

long-term insurer concerned of the relevant bond, ti L deed or registration certificate
and a certified copy of the order of Court concerned, and without payment of any duty,
tax, registration fee or other charge, make the endorsements upon the bond, title deed or
registration certificate and the entries in his or her registers that are necessary to : Hia:
the transfer concerned.

I! The exemption from the payment of any 11 y, tax, registration fee or »lia'*
contemplated in paragraph [, shall only apply in I kz case 1l a transaction resulting
It 41—

(1) a transfer of business compelled by law: or

(ii ) the initiative or at the direction of the KARIalI"F under section 35.

(4) A long-term insurer which is converted into a p 1"d1. company in accordance with
this Part shall continue its corporate existence in the form of a public company
incorporated under the Companies Act, and the Fa-gia rar of Companies shall register its
memorandum and articles of association in Exz:inlmirz with section li! of the
Companies Act.

Part VI
Judicial management and winding-up ul long-term insurers
Judicial management

41. 11 Notwithstanding the provisions of the Corn panics Actor an y other Iui* under

which a long-term insurer is ife« fp=f-red. Chapter XV of the Companies Act shall,

subject to this section and with the necessary liarg-: apply in relation to the judicial
management of a long-term insurer whether or 141 it is a company, and in such
application the Registrar shall be deemed to be a person authorised by section "= of the
Companies Act to make an application to the Court I'n the winding-up thereof.

15
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(2) The Registrar may make L1l application under section 427(2) of the Companies .=!

Act for a judicial management order in respect I11:* long-term insurer if he or she is
satisfied, whether as contemplated in section 12(3) or .35(2) of this Act, or otherwise, that
it is in the interests of the policyholders of that long-term insurer to do so.
(3) In the application of Chapter XV of the Companies Act as provided by subsection
l--

m,_  areference which relates to the inability of 1 long-term insurer to pay its debts
or to meet its obligations shall be construed as relating also to its inability to
comply with the requirements prescribed by section 29(1) of this Act;

v! in addition to any question which relates In the nature of a long-term insurer

as a successful concern, there shall be con -i1-:- also the question whether 45

any course of action is in the interests of 11: policyholders;
(c) in the I:ll.nL M sections of the Companies Act, 1E1*1: 1=
(i) sections 432(2) and 433(b), the pzl=1&12% to the 1 ualil.a - of a company
shall be construed as a reference also to the policyholders of a long-term

insurer;
(ii) sections 432(2)(e) and -1'i"-N. the reference to the Registrar of
Companies shall be construed as a n: siLiezz also to the Registrar:

(iii) sections 428(3), 432(4) and =Ya - x llr: reference to the Master shall be
construed as a reference also to the Hs-gi%; *r and

50
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(iv) section 433(j), the reference 1. a cent #=r|In,; of any provision of that
Act shall ls: construed as 1 ret’erenc = also to a Linmnzi--n 121 of any
provision of this Act.
(4) If an application to the Court for the judicial m=yaé&uedid of a long-term insurer
1-11<k!. by a person other than the Fozaisi.u
ne it 42, not be heard unless copies of ' he notice I motion and of all
accompanying wliZLeix and other :l4*1.:n+ filed in support of the
application are l.sJifa] with the Registrar at k244 15 days, or such shorter
period 1 x the Court may allow on good cau -1 shown, before the application is
set down for hearing;
=.%, the Registrar may, if satisfied that the *p:It 1hi:r1is contrary to the interests of
the policyholders of the long-term insurer concerned, join the application as a
party and file riliL: i%- and other documen s in opposition to the application.
17, As from the date on which 1 provisional or I "L judicial management order is
granted in respect 11. a long-term 11 *1.* &1 =
', any reference in this Act to a long-tern insurer shall, unless clearly
inappropriate, Is construed as a reference . the provisional or final judicial
manager, as the case may be;
i, the provisional or lirL. judicial manager of a long-term insurer 4 1l not enter
into any long-term policies unless he n* she hirs been granted permission to do
so by the Court in the provisional or It :. 1111l management order or in a
variation thereof.

Winding-up by Court

42. (1) Notwithstanding the provisions of the Companies Act or any other law under
which a 'y ./ insurer is incorporated, Chapter XIV of the Companies Act shall,
subject to this section and with the necessary changes, apply in relation to the
winding-up of a long-term insurer. and in such s|e.li . 1i 11 the Registrar shall be deemed
I. I¥* a person authorised by section ! of the L' inas- Act to make an application
I. IlIn | 411 for the winding-up thereof.

(2) The Registrar may, with the written approval i1 the Minister, make an application
under section "4 of the Companies Act for the wind rig-up of a long-term insurer if he
or she is §3i1~1#d whether as contemplated in sect-on 12(3) or =:I12; of this Act, or
otherwise, that it is in the interests of the policyholder, of that long-term insurer to do so.

I i; In the application of Chapter XIV of the L' .’y IL» Act L~ provided by subsection
il--

1.1, a reference which relates to the inability 1l i1 long-term insurer to pay its debts
shall be construed as relating also to i s inability to comply with the
requirements prescribed by section 29( ) of this Act;

(b) in addition to any question whether it is |.ai and equitable that : long-term
insurer should be wound up, there shall be considered also the question
whether it is in the interest of the il % 1"y, .L1* of that long-term insurer that
it should be wound up;

L . notwithstanding any other provision of that Chapter, there shall be considered
whether a person is acting in L1:11LI1 LRI of section i, |11, of this Act;

ul in the following sections of the Companies Act, Faz11"]%

(i) sections 392, 394(5) and 400, the reference to the Master ~LIl be
construed as a reference also to the Registrar;
(ii) sections 375(5)(a) and 419( Il the reference to the B&gIZlivT of
Companies 4 *: 1l be construed as a Iz:ndiisr also to the Registrar; and
(iii ) section 400, the reference to a 1z lizi= 11.k 1 of any provision of that Act
shall be construed as a reference also t = a contravention of any provision
of this Act; and

“1"i section 346(3) M the Companies Act sha not apply where the Registrar
makes the application to Court.

.., L. an application to the Court for or in respect 1l the winding-up of a long-term
n=n o1 is made by any person other than the Fargigi, #=—

20

25

35

40

45

50

55



"1 No.I=..! 1070 12" NMENT GAZETTE, 23 SEPTEMBER 1998

Act No. 52, I'd1 LONG-TERMItil.=i4" ! ACT, 1998

m, it shall not be heard unless copies of | k: notice n! motion and of all
accompanying affidavits and other documents filed in support of the
application W« lodged with the Registrar at least 15 days, or such shorter
period as the Court may allow on good Lzr1 e shown, before the application is
set down for hearing; and 5

" the Registrar may, if satisfied that the #p.;1l= 1 1 is contrary to the interests of
the policyholders of the long-term insurer I-IF11r=11 join the application as a
party and file affidavits and other 1k*.u 11218 in opposition to the application.

Voluntary winding-up

43. No special resolution relating to the -siimli y2-15 of a long-term insurer as 10
contemplated in section 349 of the Companies Act -x:ll be registered in terms of section
200 of that Act, and no special resolution to that 1 Ix= 4 in terms of the constitution of a
long-term insurer which is not a company shall have legal I:iL1=—
in,_ unless a copy thereof has been lodged with i1 Registrar and he or she has, by
notice to the long-term insurer, declared llE t arrangements satisfactory to the 15
Registrar have been made to meet all lisi4ii ies of the long-term insurer under
long-term policies entered into by it prior t the winding-up; or
ik, if the Registrar, by notice to the long-term I*e1=ar declares that the resolution
is contrary to this Act.

Part VII 1 20
Business practice, policies and ifdl:: holder protection
Business practice
Free choice in certain circumstances

4. (1) If a party to a contract in terms of which mc ney is loaned, goods are leased or
credit is granted, requires, whether as a condition Ile: eof or otherwise, that a long-term 25
policy or its policy benefits be made available and use for the purpose of protecting the
interests of a creditor, the person who is so required 1.1 make that policy or those policy
benefits available shall be entitled, and shall be give]) prior written notification of that
entitlement, to a free e -

11, as to whether he or she wishes to enter into inew policy and make it available =1.
for that purpose, or wishes to make available an existing policy of the
appropriate value for that purpose, or wishe - to utilise a combination of those
options; and

I\, if a new policy is to be entered into--

(1) as to the long-term insurer with which he policy is entered into and as to 35
the intermediary (if any) who is to render services contemplated in
section 49 in connection with the HWI action;

(ii) as to whether or not the policy ls:. elil« concerned are to be provided in
an event other than the death or ili-udi Ii7k of the life insured; and

(iii) as to whether or not the value of Il¥i policy benefits to be provided 40
thereunder, when taken in the aggregate with the value of the policy
benefits provided under any other p-°li% which is also to be made
available and used for that purpose, *l:!l exceed the value of that debt or
other obligation; and

I if an existing policy is to be made availablt- 45

(1) as to the intermediary (if any) who is I 1 render services contemplated in
section 49 in connection with the tram action; and

(ii) as to whether or not a variation of IIn policy required for that purpose
shall be such as to LLU #z-
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Jazi policy benefits to be provided in an event other than the death
or disability of the life insured; or

Il the value of the policy benefits to be provided thereunder,
when taken in the aggregate with the value of the policy
benefits provided under any other policy which is also to be
made available and used for that purpose, to exceed the value
of that debt or other obligation.

(2) The provisions of subsection(1) shall be deemed not to have been complied with
unless the policyholder whose policy is to be made available has confirmed in writing,
before the policy is used for the purpose of securing the debt concerned or other
obligation, that he or % L=—

I, was given prior written notification of his or her entitlement to the freedom of
choice referred to in that subsection;

I exercised that freedom of choice; and

=i was not subject to any coercion or inducement as to the manner in which he or
she exercised that freedom of choice.

(3) If the provisions of subsection (1) are not complied with, the security provided by
the policy made available and used for the purpose shall be void and the policy benefits
11 2.1 be provided to the person who made it available.

Prohibition on inducements

45. No person shall provide, or offer to provide, directly or indirectly, any valuable
consideration as an inducement to a person to enter into, continue, vary or cancel a
long-term policy, other than a I .11 11:L1.. policy.

Policy to be actuarially sound

46. A long-term insurer shall 1r.1—

ul enter into any particular kind of long-term policy unless the statutory actuary
is satisfied that the premiums, benefits and other values thereof are actuarially
sound;

:m make a distinction between the premiums, benefits or other values of different
long-term policies unless the statutory actuary is satisfied that the distinction
is actuarially justified; or

I=. award a bonus or similar benefit to a policyholder unless the statutory actuary
is satisfied that it is actuarially sound and that a surplus is available for that

purpose.
Receipt for premium paid in cash, and validity of policy

47. (1) When a premium is paid in bank notes or coins, the recipient thereof shall give
to the payer a written receipt for it.

(2) The receipt shall state the name, address and telephone number of the recipient,
the policy number and the name of the long-term insurer on whose behalf the premium
is received.

(3) For the purposes of the validity of a long-term policy the payment of a premium
under the long-term policy to a person on behalf of the long-term insurer shall be
deemed to be payment to the long-term insurer under that long-term policy.

Summary, inspection and copy of policy

48. (1) A person who enters iffa: or varies a long-term policy, other than a fund policy
and a reinsurance policy, shall be provided in writing or in another form prescribed by
the Registrar, by the long-term insurer concerned, with information, in the form of a
summary, relating to t1kzm4 the following matters, na-1zl%
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In. those of the representations made by or on behalf of that person to the insurer
which were regarded by that insurer as material to its assessment of the risks
under the policy;

(b) the premiums payable and the policy benefits to be provided under the policy;
and 5

nn the events in respect of which the policy benefits are to be provided and the
circumstances Ii. any) in which those benefits are not to be provided,

and shall be provided with that information as soon as possible, but not later than 60
days after the parties enter into or agree to vary the policy.

(2) The summary referred to in subsection (1) shall be prima facie proof of the 10
agreement, but 1Ll -

In not be deemed to be part of the policy;

|-\, in the absence of evidence to the contrary, be deemed to be exhaustive of the
matters which are material to the assessment of the risks under the policy.

(3) The policyholder shall be entitled to be provided, upon request, with a copy of the 15
policy.

Limitation of remuneration to intermediaries

49. No consideration shall be offered or provided by a long-term insurer or a person
on behalf of the long-term insurer or accepted by any independent intermediary for
rendering services as intermediary as referred to in the regulations, other than 20
commission contemplated in the regulations and otherwise than in accordance with the
regulations.

Undesirable business practice

50. (1) Notwithstanding anything to the contrary in any law contained, the Registrar
may, after consultation with the Advisory Committee and in concurrence with the 25
Minister, by notice in the Gazette declare a particular business practice to be undesirable
hiz—

Iu all or a particular category of long-term insurers; or
vh. all or a particular category of persons who render services in respect of
long-term policies. 30

(2) The Minister shall not concur with a declaration referred to in subsection (1)
unless the Registrar has, at least 30 days before that concurrence is requested, by notice
in the Gazette published his or her intention to make the declaration and invited
interested persons thereby to make written representations concerning the intended
declaration so as to reach him or her within 21 days after the date of publication of that 35
notice.

(3) If the Registrar is satisfied that a long-term insurer or a person rendering services
in respect of long-term policies is carrying on a business practice which may become the
subject of a declaration under this section, he or she may, in concurrence with the
Minister, by notice direct that long-term insurer or person to suspend that particular 40
business practice for such period, not exceeding three months, as he or she deems
necessary to enable the matter to be dealt with in accordance with subsection 1T).

(4) A long-term insurer or other person shall not, on or after the date of a notice
referred to in subsection (1), or of a directive referred to in subsection (3), carry on the
business practice concerned.

(5) The Registrar may, by notice, direct a long-term insurer or other person who, on
or after the date of a notice referred to in subsection (1), or a directive referred to in
subsection (3), carries on the business practice concerned, to rectify, to the satisfaction
1l the Registrar, anything which was caused by or arose out of that carrying on of the
business practice concerned. 50

" A long-term insurer or other person who is, under subsection (5), directed to
rectify anything, shall do so within 60 days after he, she or it is so directed.

-
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Policies
Ealk-L suspended until payment of first premium

51. The undertaking i a long-term insurer to provide policy benefits under a
long-term policy, other than a fund policy or a 1L n#a141.2 policy, shall be suspended
until the long-term insurer has received, if llpz:z==

|u is to be one premium, that premium; or

1t are to be two or more premiums, the first of those premiums,
or until arrangements to its satisfaction have been made for the provision of the premium
by debit order, stop order, credit card or other instrument approved by the Registrar
generally by notice in the Gazette.

Failure to pay premiums

52. (1) N a premium under a long-term policy, other than a fund policy or a
izLis-1a iz policy, has not been paid on its due date, the long-term insurer shall notify
the policyholder of the non-payment, and the policy shall, notwithstanding anything
therein to the contrary, in the case of a long-term policy under which there are to be two
or more premium payments at intervals 11| ==

;. one month or less, remain in force for a period of 15 days after that due date;
1R
i1z - than one month, remain in force for a period of one month after that due
date,
or for such longer period as may be determined by agreement between the parties, and
if the overdue premium is not paid by the end of any such period, the policy shall be
tkzdll with in accordance with subsection (2).

(2) in the case of a policy contemplated in subsection (1) the remaining value of
which, after the satisfaction of any claim of the long-term insurer which is secured solely
by the policy benefits to be provided under the policy, is greater than half of the
aggregate amount of the premium payments due thereunder during the period of 12
months commencing on the due date of the unpaid premium, the long-term insurer
S|

(a) inform the policyholder, in the medium prescribed by the Registrar, of the
amount of that remaining value and notify him or her that the policy will
remain in force, in accordance with the rules of the long-term insurer, ilil--
(1) the policy no longer has any such remaining value, whereupon it will

lapse;

(i1) the payment of premiums is resumed;

(iii) the provisions of the policy are amended, in accordance with the rules of
the long-term insurer, so that it becomes a policy which is fully paid-up;

n

(@iv) il 1lez policyholder so requests, the policy is surrendered, in accordance
with the rules of the long-term insurer, and so much of the remaining
value as then remains is, subject to section 54, paid to the policyholder;
and

1M, deal with the policy accordingly.

(3) A long-term insurer shall have rules which to the satisfaction of its statutory
actuary prescribe a sound basis on which, and the methods by which, a long-term policy
is to be valued and otherwise dealt with for the purposes of subsection (2).

Option for payment of policy benefits in money

53. Notwithstanding the terms of an assistance policy, either party thereto may
request that a policy benefit which is expressed otherwise than in a sum of money shall
be provided as a sum of money equal in value to the cost that would have been incurred
by the long-term insurer had the non-monetary benefit been provided.

Limitation on provisions of certain policies
54. A long-term insurer shall 14—

It undertake to provide policy benefits, or provide policy benefits, under;
&. provide consideration upon the surrender 11°; or
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Iv » make w loan upon the security of,
& long-term pAIcy contemplated in the regulations, otherwise than in accordance with
the requirements and limitations set out in the regulations.

Limitation on policy benefits in event of death of unborn or of certain minors

55. (1) A long-term insurer shall not undertake to provide, or provide, policy benefits,
in terms nl a life policy or assistance policy, in the event of the death of an unborn, or of
L minor before that minor attains the age of 14 years, the value of which, on its own or
when added to the value of policy benefits which to its knowledge are to be provided in
that event by a long-term insurer or a short-term insurer or a friendly society in terms of
any policy, exceeds, in the event of the thzali —

In, of that unborn, or of that minor before he or she attains the age of six years,
R 10 000; or
o, of that minor after he or she attains the age of six years but before he or she
attains the age of 14 years, &1 000,
or such other amount prescribed by the Minister: Provided that this section shall not
apply to or prohibit the allocation of profit in respect of such policies on the lives of
minors, which allocation does not exceed the profits allocated to other such policies on
the lives of persons who are not minors.

(2) Subsection (1) shall not apply in relation to a it in terms of which, in the event
of the death of the unborn, or of the minor before he or she attains the age of 14 years,
the value of the policy benefits does not exceed an amount equal to the aggregate of all
the premiums paid in terms of that policy, plus interest on each premium at a rate
prescribed by the Minister, compounded annually.

Voidness of certain provisions of agreements relating to long-term policies

56. A provision of an agreement, the purport of which is ¢F ==

Ia, a long-term insurer is exempted from liability for the actions, omissions or
representations of a person acting on its behalf in relation to a long-term
policy;

I . the person who has entered into the long-term policy declares or admits that a
person who acted on behalf of the long-term insurer in connection with an
offer of that person to do so, or with the negotiations preceding the entering
into it, was in fact appointed to act on behalf of the first-mentioned person:

o1 the obligation of a long-term insurer under a long-term policy is dependent
upon the discharging of an obligation of another person under a 1% *I'idil.:
policy; or

Inl, a person who has entered into a long-term policy, or the life insured under a
long-term policy, waives a right to which he or she, by or under this Act, is
entitled,

shall be void.

Life policy in relation to person rendering or liable to render military service

57. (1) A long-term insurer shall not refuse to enter into a life policy on the grounds
that the life insured is a person rendering or liable to render military service in
accordance with the Defence Act, 1957 (Act No. & of 1957).

(2) Notwithstanding anything to the contrary in a life policy contained, the policy
benefits to be provided thereunder in the event of the death of the life insured in the
course of or as a result of the rendering of military service in accordance with the
Defence Act, 1957, shall not be less than an amount equal to the value for which the
policy could be surrendered on the day of the death of the life insured, had the
regulations not been made.
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.41k 1na711 policies entered into by certain minors

58. A minor who L2 Jllan 11l the age of 18 years may, without the consent 11 his or
Ik iz T Ich = if he or she has attained majority, enter into or & or :hz1 with L
long-term policy under which he or she is llr: life insured and pay the premium due
ui.r: the policy with money which he or she has :d il or which is at his or her
disposal, and a policy I=z 1.lil under the policy shall be provided 1t the minor who r ws
tk2dl with it as he or she thinks l1. witbout the consent of his or her guardian, as if 17 or
she has attained majority.

Misrepresentation

59. (1) Notwithstanding anything to the contrary in a long-term policy contained,
whether entered into before or after the commencement of this Act, but subject to
subsection 14—

1 the policy shall not be invalidated;

I-.. the obligation of the long-term insurer thereunder shall not be excluded or

limited; and

Ir"» the obligations of the policyholder shall not be increased,
on account of any representation made to the insurer which is not true, whether or not the
representation has been warranted to be true, unless that representation is such as to be
likely to have materially cifiedial the assessment of the risk under the policy concerned
at the time of its issue or at the time of any variation thereof.

(2) Il the age of a life insured under a long-term policy has been incorrectly stated to
the long-term insurer, the policy benefits shall, notwithstanding subsection (1), be those
which would have been provided under that policy in return for the premium payable
had the age been correctly stated: Provided that if the nature of that long-term policy, or
kind of long-term policy, is such as to render such arrangement inequitable, the Registrar
may direct the long-term insurer to apply such different method of adjustment to the
policy benefits of that long-term policy, or type of long-term policy, as the Registrar
considers equitable in relation to the misstatement of age.

Validity of contracts

60. (1) A long-term policy, whether entered into before or after the commencement il
this Act, sl<L: not be void merely because a provision of a law, including a provision 1l
this Act, has been contravened or not complied with in connection with it.

(2) If a person has entered into a long-term policy with a long-term insurer who was,
in terms of this Act, prohibited from entering or not authorised to enter into the
long-term policy, or with another person who is not a long-term insurer but "*l¥: has in
terms of a long-term policy undertaken an obligation as insurer, Ile1 person, by notice in
writing to such long-term insurer or other person, or the Registrar by notice to such
long-term insurer or other person and in the Gazette, may cancel the long-term policy,
whereupon that person shall be deemed to be in the same legal position in respect of such
long-term insurer or other person as if the policy had been zuk=zlkz. by that person on
account of a breach of contract by such long-term insurer or other person.

(3) Any contract entered into before the commencement of this Act the entering into
of which is contrary to this Act or which contains terms prohibited by this Act, 1" 1.} not
be void nor shall the performance of its terms be unlawful merely because of Wi such
fact.

Prescription of certain debt

61. Debt consisting of interest on an unpaid premium, or on a lf. grunted by =
long-term insurer on sole security of a long-term policy, or on W1 advance granted by a
long-term insurer in respect 1! an amount which is to be payable under a long-term
policy, &=: 1l in the case of L long-term policy entered into after31 December 1M1 i not
prescribe before the liability 1'! the long-term insurer under the long-term policy
prescribes.
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Policyholder {1-+11 211241
Protection of policyholders

62. (1) The Advisory Committee, or Ha Fagls: #r after consultation with the Advisory
Committee, 1=t

11, propose rules aiming to ensure that policies are entered Iri", executed Ik
enforced in accordance with sound insurance principles and practice in the
interests of the parties and in the public interest generally;

1% propose the =:ir I4ikdl Or rescission of any such rule; and

1. propose the period which must elapse before a rule, variation or rescission
takes effect after it has been published in the Gazette in terms of subsection
5).

(2) Without derogating from the generality of subsection (1)(a), a rule may provide
-

=11 provisions with a particular import may not appear in a policy and that they
shall be void if they do so appear;

I' particular information in relation to a policy shall be made known in L
particular manner to a prospective policyholder or policyholder, and what the
legal consequences shall be if that is not done;

Ii'1 a policyholder may cancel a policy under particular circumstances and within
atkzaz.niiezo period, and what the legal consequences a*1d1 be it” he or she
does that;

ra 1thiZzien: arrangements shall apply in relation to different kinds of long-term
policies; and

1r] in respect of a contravention of, or a failure to comply with, a rule, a penalty
or fine referred to in section 66( I [ or 67(1 )(c) shall apply.

(3) The K qu51721 shall publish in the Gazette a rule, variation or rescission proposed
under subsection (1), together il

Id. a notice of intention to promulgate the rule, variation or rescission; and

1}, an invitation to all interested persons to make written representations in
relation to the matter so as to reach the Registrar within 21 days, or a longer
period specified in the notice, after the date of publication of the notice.

(4) The Registrar shall submit to the Minister 1lk2 proposed rule, variation or
rescission and all written representations received accompanied by the Registrar’s
comments and those of the Advisory Committee thereon and, after consideration
thereof, the Minister may reject, or approve as proposed, or approve in a modified form
which the Minister deems fit, the proposed rule, variation or rescission.

(5) If the Minister approves, whether as proposed or in a modified form, a proposed
rule, variation or rescission, Il,ez Minister shall promulgate it by notice in the Gazette,
and thereupon it shall be binding on all parties concerned with effect from a date
determined by the Minister and specified in the notice.

Protection of policy benefits under certain long-term policies

63. (I) Subject to subsections (2) and (3), the policy benefits provided or to be
provided to a person under one or more assistance, life, disability or health policies in
which that person or the spouse nl that person is the life insured and which has or have
been in force for at least three years (or the assets acquired exclusively with those policy
benefits) shall, other than for a debt secured by the p{i=y

Iu during his or her lifetime, not be liable to be attached or subjected to execution
under a judgment of a court or form part of li» or her insolvent estate; or

. upon his or her death, if he or she is survived by a spouse, child, stepchild or
parent, not be available for the purpose of the payment of his or her :hz".1a

(2) The protection contemplated in subsection ( 1 ) shall apply 111 =

ni, assets acquired solely with the policy benefits, for a period of five years from
the date on which the policy benefits were provided; and
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., policy la*1:lr LIk v+ so acquired (if any) I:lLn aggregate amount of

I! r. 000 or another amount prescribed by the Minister.
(3) Policy benefits ki s 1l% protected L~ provided 1z =

11, subsection (I i1 if they :k2=11"=. upon the spouse, child, stepchild or parent of’
the person referred to in subsection I 1 ) in the event of that person’s death; and 5

1% subsection 11 ;'a and &%, if” Ik person claiming such protection is able to
prove on a balance of probabilities that the protection is afforded to him or her
under this section.

Rl L for realisation 11l protected policies

64.1 = I
I, two or more long-term policies referred to in section 63, held by the same
policyholder, are tli1 lez. in execution of a judgment or order of any court el

the instance of L creditor; or
(b) the policyholder of two or more long-term policies referred to in section 63 is
found to be or otherwise declared insolvent by = Court, 15
and only & part of the aggregate realizable value of the policies is protected as
contemplated in that section, the judgment creditor or the trustee of the insolvent estate,
as the case 1id® be, shall determine which policy or policies i -l be realised, wholly or
partially, in order to make available to him or her so much of the aggregate realizable
value as is not so protected and to which he or she is entitled. S

Partial realisation of protected policies

65. (1) A judgment creditor or the trustee of the insolvent estate of a policyholder, who
is entitled to a part of the realizable value of a long-term policy may, if he or she is in
possession of the policy, deliver it to the insurer who is liable under the policy for the
purpose of the payment to that creditor or trustee of the sum to which he or she is =t
entitled.
(2) If a judgment creditor or trustee referred to in subsection ( 1) is not in possession
of the policy concerned, the person in possession thereof shall, at the request of the
judgment creditor or trustee, deliver it to the insurer which is liable under the policy for
the purpose of the payment to that creditor or trustee of the sum to which he or she is .
entitled.
(3) On receipt of a long-term policy delivered to it in terms of subsection (I) or (2),
the long-term insurer 1" Lui= =
In, at the request of the judgment creditor or trustee concerned, pay to him or her
a sum equal to that part of the realizable value of the policy to which he or she 35
is entitled; and
I-%. deal with the remaining part of the realizable value of the policy in accordance
with section 52(2).

Part 111
Ca¥.c1k2es and penalties .
LILcikcd by persons other than long-term insurers

66. (1) A person, other than = long-term insurer, “*lp* =
In. contravenes or fails to comply with a provision of a notice, directive or request
referred to in section 4(3), (4) or (5)(a)(i), 22(2) or 27(2);
ni vl ez or 122" to comply with a provision of section ®al*nn or (b), 1*1™"; 45
23( 1), 28(1),44(1), 45, =Tor ™"
uwhere a rule contemplated in section k2! 3«1 so provides, contravenes Il fails
to £i*ip 1 with = provision of ¢t rule promulgated under section 62(5), 1 the
extent - provided; or
ni, furnishes ILi=: information in relation to an application referred to in section 50
"L 1 or an application for the approval of the Minister under : provision of this
AT
shall be guilty of LiilL. « *:1 and liable on conviction to a fine not exceeding R 100000
or to imprisonment for : period not exceeding one year or to both such fine and such
imprisonment. 55
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(2) A person, other than L long-term insurer, who contravenes or "= to comply with
: provision of section «" 1 ;I . 8(3), 26(1) or (2) or 50(4) or (6), shall be guilty of an
nl'. 5% and hi ks on conviction to a it not exceeding R 1 000000 or to imprisonment
for a period not exceeding 10 years or to both such tine and such imprisonment.

LllILniy= by long-term insurers

67. (1) A long-term insurer =&l vhi
i, contravenes or fails to comply with a provision Il a notice, directive or
requirement referred to in section 4(2), (3) or (4), 22(1) or (2), 27(1), 3 I+
=:01"or 14211 or 36(2);

11 contravenes or lu » to comply with a provision of section 7( 1:*4., 8(2), 16(1), 10

17, 18, 23(1) or (2), 25(1), 29(3), 36(1), 44(1), 45, 48(1), 49, 54 or 55(1); or

'l where a rule contemplated in section 62(2)(e) so provides, contravenes or fails
to comply with a provision 1. any rule promulgated under section 62(5), to the
extent so provided,

shall be guilty of an nZ:z1 e and liable on conviction to a fine not exceeding R 100000. 15

(2) A long-term insurer who contravenes or fails to comply with a condition
contemplated in section 9(2)(u) m a provision of a notice under section L. o
13(2), or of section 7(I)(u), 15(1) or (2), 19(1) or (3), 20(1), (3) or (4), 24, *| 1" or (2),
29( 1.. 30, 31( 1), 34, 46 or 50(4) or (6), shall be guilty of an n"z141: and liable on
conviction to a fine not exceeding R 1000000.

Penalty for failure to furnish Registrar with returns etc
68. (1) A person who fails to furnish the Registrar with a return, information or

document, as provided by this Act, within the prescribed or specified period or any
extension thereof, shall, irrespective of any criminal proceedings instituted against the

L.

person under this Act, be lnilrL to a penalty not exceeding R 1000 for every day during 25

which the failure continues, unless the Registrar, on good cause shown, waives the
penalty or any part thereof.

(2) A penalty contemplated in subsection (1) shall be imposed by notice by the
Registrar on the person concerned, and such imposition shall be preceded by the

procedures prescribed by the Minister to afford such person a reasonable opportunity to ™.

be heard, and shall take effect on = date specified in such notice of the Registrar which
may be a date prior to the date of the notice.
(3) A penalty so imposed shall constitute a debt due to the Board Ik shall be
recoverable by action by the Board in any court having jurisdiction.
Part IX
Transitional and general provisions
Traits vl vrge et

Continued registration of existing insurers

69. (1) A person who immediately prior to the commencement of this Act was

registered in terms of the repealed Act, and was, by virtue of that registration, authorised 40

to carry on long-term insurance business as defined in that Act, shall be deemed to be
registered as a long-term insurer in terms of this Act and shall, subject to this Act, be
authorised, in the case of a person who was so authorised to carry on the long-term
insurance business of providing or undertaking to provide policy benefits in terms i+ =

ul assistance policies;

' disability policies;

vmi fund policies;

45
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1, health policies;

1~ life policies; 1t

(f) sinking fund policies,
I: vudn on that business subject, ax if they were conditions contemplated in section
Y _ZI.1. of [his Act, to the conditions which ILe! been determined in respect of such 5
person in relation to such person’s registration to carry on that business in terms of the
repealed Act.

(2) A person referred to in subsection ( 1) shall, within & period 11" six months ! v the
commencement of this Act, make application to the Registrar in accordance with section
3(2) for the issuing to such person, as contemplated in section 9(2)(b), of L new Il
certificate of registration in exchange for the certificate of registration issued to such
person under the repealed Act.

(3) Upon receipt of an application in terms of subsection (2), the Registrar a :lissue
the new certificate of registration specifying the conditions referred to in subsection (I,
as if they had been determined by him or her with the necessary changes in terms of 15
section 9, and shall not thereupon vary any of those conditions, or determine a new
condition, otherwise than in terms 1l section 11.

Certain existing insurers to cease short-term insurance business or to separate it
from long-term insurance business

70. A person referred to in section 69(1), who was, by virtue of such person’s J.
registration under the repealed Act, authorised to carry on both long-term insurance
business and short-term ineu Ji1a1 business, other than 1. 1941122 business only, as
tkzli L1l in that Act, shall, within a period of six months after the commencement of this
Act, make arrangements satisfactory to the Kgyi%'=r and in accordance with the
appropriate provisions of the Short-term Insurance Act, 1998, as the case may be, which 25
have the luil—

' that the long-term insurer ceases to carry on that short-term insurance
business; and

I.-. that the long-term insurance business concerned is carried on by a long-term
insurer and the short-term insurance business concerned is carried on by L 30
short-term insurer.

General provisions
Special provisions concerning long-term insurers that are not public companies

71. (1) Notwithstanding anything to the contrary in any liw contained, a long-term
insurer which is not a public company shall be subject to section 36 of the Companies 35
Act with the necessary changes as if it were a public company having a share capital.

(2) The provisions of this Act shall prevail over any provision of a law under which
a long-term insurer contemplated in section . I"-:"11, is incorporated if that provision
is inconsistent with this Act.

(3) The financial statements of a long-term insurer, other than the financial statements ="
drawn up by the statutory actuary, shall be 1l.¢**11 up and presented in accordance with
Generally Accepted Accounting Practice.

Regulations

72. (1) The Minister may make regulations not inconsistent with this A. I- =

11, prescribing Lil matters which are required or permitted by this Act to Ik ="
prescribed by regulation;

v limiting the amount which and the extent to which a long-term insurer may
invest in particular kinds and categories of assets, prescribing the basis on
which the limit shall be determined and defining the kinds or categories of
assets . which the limit applies; 50

ul authorizing the Registrar to -3r1 unconditional or conditional exemption,
whether unlimited or limited in duration, from provisions 1l the regulations
contemplated in paragraph (b);
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(d) prohibiting i+ consideration from being offered or provided, or limiting the
consideration which 1. be nllzn1l or provided, from, by or on Ies-Lll of L
long-term insurer to Mi: person for rendering services == intermediary, or to
any other person associated in business with or related within the second
m;n== of consanguinity or affinity to any person who has rendered or is to
render such services;

v~ prohibiting any consideration from being offered or provided, or prescribing
the manner in and conditions on which consideration may be uirziil or
provided, from, by or on behalf of any person other than a long-term insurer
to any person for rendering services as intermediary, or to any other person
associated in business with or related within the second degree of consanguin-
ity or affinity to any person who has rendered or is to render such services;

1!7 prescribing different classes of persons to whom consideration contemplated
in paragraphs (d) and '« may be offered or provided, for such services
rendered or to be rendered;

L5. prescribing periods within which policies and amended policies are to be
issued;

11 prescribing that every long-term insurer shall within a specified period as from
the close of each financial year of its long-term insurance business furnish the
Registrar with a statement of all changes which occurred during the said year
in specified matters in relation to the insurer concerned.

(2) Regulations made under this section may prescribe a fine or L period of
imprisonment not exceeding one year for a contravention of or a Izi''i.- to comply with
a provision of the regulations.

11" The Minister shall publish any regulations made under this section in the £x:% 17

Repeal and amendment of laws

73. Subject to section 74, the laws specified in Schedule 4 are hereby repealed or
amended to the extent set out in the third column of that Schedule.

Savings

74. (1) Notwithstanding the partial repeal of the repealed Act by section 73, the
provisions Hl=—

1 section 25, read with section 19A of that Act, shall continue to apply in
relation to a long-term insurer that has before the commencement of this Act
notified the Registrar, as defined in the repealed Act, llu it intends to apply to
the Court for the confirmation of a conversion contemplated in the said section
25, and if such application is made to the Court before31 December I1¥= that
application may, if the long-term insurer so elects, be made, continued with
and dealt with in accordance with the said provisions as if they had not been
repealed by section 73;

I+~ section 38, read with sections 38B, 52,58 and 59 of that Act, shall continue to
apply in relation to a policy contemplated in those sections and entered into
during the period 1 April 1944 to 20 June 1978;

(c) section 38A, read with sections 38B, 52, 58, 59 and 59A of that Act, 1l .
continue to apply in relation to any policy contemplated in those sections and
entered into during the period 21 June 1978 to the date immediately before the
commencement of this Act;

ul, section 62 of that Act shall continue to apply in relation to any industrial and
funeral policy contemplated in that section;

Iva the Second Schedule to that Act shall continue to apply to industrial and
e~ al policies.

(2) Anything done before the commencement of this Act under, in terms of or by
virtue of a provision of the repealed Act by or in relation to persons registered in terms
of that A..I to carry on long-term insurance business as defined in that Act shall, in so far

10

15

20

25

35

40

45

50



19276

GOVERNMENT GAZETTE, 23 SEPTEMBER 1998

4 s 52, 1998 LONG-TERM INSURANCE ACT, 1998

L= it was done lawfully and unless it is clearly inappropriate, be deemed to have been
done under, in terms of or by virtue of the corresponding provision of this Act.

Interpretation nl certain references in existing laws

75. Unless it would in L particular case be clearly inappropriate, a reference in a law
in force immediately before the commencement of this A l=—

n,

1,

Fe
(h)

to a domestic insurer or a registered insurer, shall be construed as a reference
to a long-term insurer or a short-term insurer, as the case may be;

to a home service policy, a funeral policy or an industrial policy, shall be
construed as a reference to an assistance policy;

to home service business, funeral business or industrial business, shall be Il

construed as a reference to the business of providing policy benefits under
assistance policies;

to insurance business as deftned in the repealed Act, shall, in relation "L
long-term insurer, be construed as a reference to long-term insurance
business;

to a life policy, shall be construed as a reference to a life policy, a disability
policy, a fund policy or a health policy, as the case may be;

to life business, shall be construed as a reference to the business of providing
policy benefits under long-term policies other than assistance policies or
sinking fund policies;

to a personal accident policy, shall, in relation to a long-term insurer, be
construed as a reference to a disability or health policy;

to personal accident business, shall, in relation I:r a long-term insurer, be
construed as a reference to the business of providing policy benefits under
disability or health policies;

to a valuator, as defined in the repealed Act, shall be construed as a reference
to a statutory actuary.

Short title and commencement

76. This Act shall be called the Long-term Insurance Act, 1998, and shall come into
operation on a date fixed by the President by proclamation in the i1l

25
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Schedule 1
(Section 31)
Kinds of assets
Requirement for claim to be asset, and definitions

1. For the purposes of this Schedule wel section31 Ll qualifies L= Lin asset in the
Republic only if it is enforceable in accordance with the law of the Republic and is
realizable in the Republic, Wk.= =
“contract for differences” means a contract the purpose of which is to secure a profit or
avoid m loss by reference to fluctuations in the value or price 1l=—

LI, an asset;
12 income from such asset;
(c) an index of such assets or the income therefrom;
“derivatives” HPzJL:
1. an option contract as contemplated in the definition of “securities” in section
1 of the Stock Exchanges Control Act, 1985 (Act No. 1 of 1985);
I-.. a futures contract and an option contract as defined in section 1 of the
Financial Markets Control Act, 1989 (Act No. 55 of 1989); and
Ir. a contract for differences;
“listed”, in mz2a.wzn 1. an asset referred to in item 16(5) of the Table to this Schedule,
means llLl. =
I, there has been granted and not withdrawn, a listing in respect of that asset on
a stock exchange outside the Republic, and that transactions in the asset are
effected regularly on that stock exchange; or
I.%. transactions in that asset are effected regularly on a regulated market;
“margin”, in relation to a stock exchange referred to in item I+ Ijs Al of the !l
to this Schedule, means the margin as defined in regulations issued or approved by the
appropriate authority of the state in which the stock exchange is situated or which is
required by that stock exchange;
“margin deposit” means a margin with SAFEX and a stock exchange referred Il in item
I 5.2 0. WMo, of the Table to this Schedule;
“margin with SAFEX” means Iz margin as defined in the rules of the South African
Futures Exchange, referred to in section 17 of the Financial Markets Control Act, 1989;
":.2.a means not elsewhere specified in this Schedule;
“regulated market” means L market situated outside the Republic which is characterised
hr
|u. regular operation; and
- the fact that regulations are issued or approved by the appropriate authority of
the state where the market is situated to determine vuzali s.az -
(i) for the operation of and access to the market; and
(ii) to be satisfied by a financial instrument in order for it to be effectively
traded in the market;
“securities” includes bills, bonds, debentures and debenture stock, loan stock,
promissory notes, annuities, negotiable certificates of deposit and other financial
instruments of whatever nature;
“shares” includes share stock.

Derivatives

= An instrument shall be deemed not to be L derivative for the pram===+ of this
Schedule ki —
Is1, it is based on w1 underlying asset of the kind set out in the " to this
Schedule or has the equivalent I 1122 to such an instrument; and
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' in the case ul—=-

(1) an over-the-counter instrument, it is capable of being readily closed out
and is entered into with a counterpart approved by the Registrar subject
to such conditions as he or she may determine;

(i1) an instrument referred to in item 16(5)(d) of that Table, it is listed; or

I"n any other instrument, it is regularly traded on a licensed stock exchange
in the Republic, or on any other financial market in the Republic
approved by the Registrar subject to such conditions as he or she may
determine.

Kinds of assets

3. The kinds of assets contemplated in section 31(1)(b), are those set out in the
following Table:

Table

Item Description of assets
no.

1. Bank notes mml coins, including Krugerrand coins of all denominations, issued or
caused to be issued in terms of the South African Reserve Bank Act, 1989 (Act No.
90 of 1989).

2. A wizdil balance in an account with, or a deposit, including a negotiable depositor
al1."% accepted by, an institution finally registered under the Banks Act, 1990 (Act
No. 94 of 1990), or the Mutual Banks Act, 1993 (Act No. 124 of 1993).

3. Public deposits with the Corporation for Public Deposits established by section 2 of
the Corporation for Public Deposits Act, 1984 (Act Fiir 46 of 1984).

4. Securities issued by, and loans made to, the Government of the Republic in terms
of section 19 of the Exchequer Act, 1975 (Act No. 66 of 1975).

5. Securities and l.%14 guaranteed by L Minister of the Republic under section 35 of
the Exchequer Act, 1975.

6. Securities issued or guaranteed by, and loans made to or guaranteed by, a body,
council or institution under the repealed Provincial Government Act, 1961 (Act No.
32 of 1961).

7. Securities issued by, and l.aa1 made to, the Local Authorities Loans Fund Board
under the Local Authorities Loans Fund Act, 1984 (Act No. 67 of 1984).

8. Securities issued or guaranteed by, and loans made to or guaranteed by, the Rand
Water Board under the Rand Water Board Statutes (Private) Act, 1950 (Act No. 17
of 1950).

9. Securities issued or guaranteed by, and loans made to or guaranteed by, Eskom

under the Eskom Act, 1987 (Act No. 40 of 1987).

I3 Securities issued or guaranteed by, loans made to or guaranteed by, LIk deposits
with, the Land and Agricultural Bank of South Africa under the Land Bank Act,
1944 (Act No. 13 of 1944).

11. Securities issued or guaranteed, and loans raised or guaranteed, under the Legal
Succession to the South African Transport Services Act, 1989 (Act No. 9 of 1989).

12. Securities and loans, 1.1 which LI -

In. issued by or made to a body corporate established by a law of the Republic;
and

I approved by the Registrar for the purposes of this Schedule wr.£11.x by
notice in the a2 subject to the conditions determined by the Registrar and
specified in the notice.

13. Securities issued L
i1, the government nl:

(b) a local authority in; or
ul a body corporate established by a luw of,
L territory forming part of the Republic but which territory at any time before
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27 April 1994 did not form part of the Republic, which securities have been
approved by the Registrar for the purposes of this Schedule generally by notice in
the faomw and subject to the conditions determined by the Registrar and specified
in the notice.

14. Immovable property in the Republic.

15. Motor vehicles, furniture and nlut equipment, including computer equipment,
used by the long-term insurer concerned in the course of its business in the
Republic.

16. (1) Shares and debentures issued by a company incorporated in the Republic.
(2) Shares, debentures and depository receipts which L=

'd. issued by an institution incorporated outside the Republic; and

'~ listed on a licensed stock exchange in the Republic.

(3) Linked ranle -

Inl, in respect of institutions one or more of which is or are incorporated
outside the Republic; and

I". which are listed on a licensed stock exchange in the Republic.

(4) Loan stock listed on a licensed stock exchange in the Republic issued by a
company incorporated in the Republic.
(5) W Liar:z
(i) securities issued by a government of a country other than the
Republic; or
(ii) securities and shares issued by an institution incorporated outside
the Republic,
in respect of which the Registrar has recognised llr=
In=l stock exchange outside the Republic; or
1 ui country, other than the Republic, in which the regulated market
concerned is situated,
subject to the conditions determined by the Registrar.

I+ A credit balance in an account with, or a deposit, including a negotiable
certificate of deposit or a bill, accepted by, an institution incorporated
outside the Republic, in a country approved by the Registrar, which
=111l:] have been a bank in terms of the Banks Act, 1990, if it were
incorporated in the Republic. -

Ir*1 Units which are derived from or linked to one or more assets referred to
in paragraphs |n, and (b).

(d) Derivatives and margin deposits on the assets referred to in paragraphs
(a) and (b).

17. Units in a unit Liu-A scheme registered in terms of the Unit Trusts Control Act, |
(Act No. 54 of 1981).

18. Derivatives and the margin deposit in the Republic.

19. Claims el =
[u by mortgages over immovable property in the Republic; and
(b) solely by the policy benefits which are to be provided in the Republic by the

long-term insurer in terms of a long-term policy.

20. Other claims, A8 LSl
Inn a long-term insurer in terms of a long-term policy;

(b) a person in the Republic; and

. any stock or shares in a body corporate which is not incorporated and
registered in the Republic but which, in the opinion of the Registrar, carries on
business in the Republic and which has been approved by the Registrar
generally by notice in the Gazette and subject to the conditions determined by
the Registrar and specified in the notice.
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Schedule 2
(Sections 30 and 31)
Method 11l calculation of value of assets and liabilities
Part 1
Valuation of assets
Definitions

1. For the pimmm of this Rzla’e

“linked policy” means a long-term policy of which the amount of the policy benefits is
not guaranteed by the long-term insurer and is to be determined solely by reference to
the value of particular assets or categories of assets which are specified in the policy and
are actually held by or on behalf of the insurer specifically for the purpose of the policy;
“market-related policy” means a long-term policy, other than a linked policy, of which
the amount of the policy benefits is not guaranteed by the long-term insurer and is to be
determined in whole or in part by reference to the value of particular assets or categories
of assets;

“market value”, in relation to an asset, Ilkid I'=+

'u in the case of an asset which is listed on a licensed stock exchange and for
which a price was quoted on that stock exchange on the date as at which the
value is calculated, the price last so quoted;

I in the case of an asset which is a long-term policy, the amount which on any
day would be payable to the policyholder upon the surrender of the policy on
that day;

|1 in any other case, the price which could have been obtained upon a sale of the
asset between a willing buyer and a willing seller dealing at arm’s length, as
estimated by the long-term insurer, or by the Registrar if the Registrar is not
satisfied with that estimate.

Amounts to be disregarded

2. For the purposes of the calculation of the value of assets contemplated in sections
a,and *l=—
w1 there shall be diAtgiaded

(i) any amount of premium which is due and payable but unpaid, including
a premium debited to an intermediary or a deferred installment of a
premium;

(i1) an amount, other than a premium, which remains unpaid after the expiry
of a period of 12 months from the date on which it became due and
payable;

(iii) an amount representing administrative, organisational or business
extension expenses incurred directly or indirectly in the carrying on of
long-term insurance business;

(iv) an amount representing goodwill or an item of a similar nature;

(v) an amount representing a long-term policy in terms of which the
long-term insurer concerned provides or undertakes to provide a policy
benefit;

(vi) an amount representing a prepaid expense or a deferred expense; and

(vii) an amount representing a iz -1amihl.z contract in terms of which the
long-term insurer concerned is the policyholder, except to the extent that
it represents a claim against a reinsurer in terms of the IL.1i.l.LI.2
contract; and

1! the value of the assets mentioned in paragraph * in which a reference to an
item by number means a reference to the item of the Table to Schedule 1, shall

be as specitied in that pa g 24
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Calculation of values

3. The %L 1. for the purposes v
i, section 31( Lipt, nl--

(i) a Krugerrand coin referred to in item 1, shall be the price which the South
African Reserve Bank is prepared to pay for it on the date as at which its
value is calculated;

(ii) a credit balance, depositor margin deposit referred to in items 2,3, 10,
16(5)(b) and IiT. and 18, shall be an amount not exceeding the amount
thava=g

(iii)) an asset referred to in items 4,5,6,7,8,9, 10, 11, 12, 13 and lo,
shall be an amount LMakil:—

=21 the cost of =1 s1rAL the asset less the amount of interest which
was due or had accrued at the date of acquisition and which
was paid to the long-term insurer concerned after that date and
the amount of commission or stamp duty which is included in
that cost paid in respect of the acquisition; or
1Mkl the capital amount repayable upon the redemption of the asset,
whichever amount is the lesser or, if the Registrar so authorises, an
amount arrived at in accordance with a method of annual adjustment
approved by the Registrar;

(iv) an asset referred to in item 16(1), (3), (4), L3 1= Tand Y. which is listed
on a stock exchange and for which a [,#%if price was quoted on that
stock exchange on the date as at which the value is determined, shall be
the closing price, or the closing price last so quoted.

(v) an asset referred to in items %1 i3, and 17, shall be the price at which
the unit would have been repurchased by the unit trust management
company on the date as at which the value is calculated, and in the case
of a property unit trust, if it is listed on a stock exchange and for which
a price was quoted on that stock exchange on the date as at which the
value is determined, shall be the closing price, or the closing price last so
quoted;

(vi) a futures contract referred to in items IS ja° and 18, shall be
determined by the mark-to-market as defined in the rules of the South
African Futures Exchange referred to in section 17 of the Financial
Markets Control Act, 1989 (Act No. 55 of 1989);

(vii) an option contract referred to in items I ™ 4.7 and 18 for which a price
was quoted on a stock exchange on the date on which the value is
calculated, shall be that quoted price;

(viii) an asset referred to in item |5« shall be an amount not exceeding the
lesser 1i=—
hi=! the amount which, had the regulations not been applicable,
would have been paid by the long-term insurer had the policy
been fully surrendered on the date on which the value is
calculated; or
AL 1 the amount of the loan or advance, including any accumulated
interest, less the amount of any unpaid commission for which
the long-term insurer is or *=Ill be liable in respect of the
policy;

(ix) an asset referred to in item 14, 15, 16(1), (2), v.i,1av1 (b) or 1. 1141,

or 20, or an asset not otherwise specified in this paragraph, shall ==
nLylin the case of an asset which is interest-bearing and which is
redeemable on a specified date or dates, an amount equal to the
lesser 11—

(A) the cost of acquiring the asset less the amount of
interest accrued, or stamp duty or commission paid on
its acquisition, which is included in that cost; or

(B) the capital amount repayable upon the redemption of
the asset;

1lil in any other case, an amount not exceeding that which could
have been obtained on the sale of the asset in the country where
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the L~=u. is situated between 1 willing seller and a willing
buyer, rilinz Ll arm’s [2rez1F and in good faith, ==~ estimated by
the insurer;

(X) L1~ referred 1. in item &l =l be the el which would be
payable to the policyholder on the full surrender of the policy on the dax
on which the =~ 1. is calculated;

1.1, derivative 1e:1 mentioned in 4% 'bAINIRASP" (vi) or (viii) =iisr be
calculated as determined by the Registrar from time to time; LIk
(b) section 30( 1)(([) and = nl- =

(i) assets of the kinds mentioned in the Table to Schedule 1; and

(i1) L+ az.- similar in nature to the kinds mentioned in the Table to Schedule
1, unless inappropriate,

shall be calculated on the same basis as prescribed in subparagraph :u1..

Savings

4 ( 1) Notwithstanding paragraphs 2 and =

In assets held by or on behalf of a long-term insurer for the purposes of linked
policies and market-related policies shall be valued at market value;

1.k, if the He e =3r is satisfied that the value of an asset, when calculated in
accordance with paragraph 3, does not reflect a proper value, the Registrar
may direct the insurer to appoint another person, at the cost of the insurer, to
place a proper value on that asset or the Registrar may direct the long-term
insurer to calculate the value in another manner which the Registrar
determines and which will produce a proper value for that asset.

1*v: i the case of b v,

11, in respect of which no basis of valuation is prescribed in paragraph 1.}l or

1! referred to in paragraph =] 1" where the basis prescribed is inappropriate,

the valuation shall It in accordance with Qignadly Accepted Accounting Practice.

Part 11
Valuation of liabilities
Definitions

5. In this Part, unless the context otherwise 1 ilezdlz e«
“approved 1 mvdiaiz policy” i ia-=-

In, for the purposes of LitLuid.. 16 the contingent liabilities of a long-term insurer
under 1an: tduial long-term policies in terms of which the policy benefits 11
to be [ w3l

(i) in the Republic, any proportional reinsurance policy in terms I' which
the reinsurer is lial's. for lla liabilities under w1 wugs] policies which
remain in force until the contingent li nxlit% under 1. n: au:zl policies
has expired, entered into by the long-term insurer “*illi- «

It *l another long-term insurer registered to do long-term business Il. the
Wi 1 class, only 1l that 1= ;14 1R 12 policy is also to be discharged in
the Republic;

! il another insurer approved by the Faaist.2r or

I odies e e effected prior to I January 1'% L1kl relating 1
long-term policies issued before that date; or

(ii) outside the Republic, a n*:1vnzi.: policy relating to H4® oo tlig2rs
liabilities concerned; or

(b) for the purposes of calculating the liabilities 11 a long-term insurer other than
contingent liabilities under 111z z1*-d long-term policies, any = "= 1k

“capitalised value” mdzini the %i1-1- capitalised on the P Tl 2Ll ialaiz.
Lo wirg; 1eeand to He-
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In, mortality I specified in paragraph 7;
“* morbidity ILlv1 specified in paragraph ¥ and
wet assumed 1w ul interest specified in paragraph
applicable to the policy concerned;
"Ll of calculation”, in relation to L policy, means the date as at which the contingent
liability under the w~liT% is determined;
"nedilizil net premiums” means the net premiums which have been modified, in the
case of a long-term policy other than a fund policy or a sinking fund policy, under which
the long-term insurer undertakes to provide policy benefits upon the occurrence -
solely for the reason Il.==
I-:.L health event, a disability event or the event of the life of the life insured
having ended, and under which the premium is payable in specified amounts
throughout the period until that event occurs, Rt
(i) calculating those net premiums as if that undertaking becomes operative
a year later than it actually does; 1r
(i1) increasing those net premiums by an amount which, on the date that
undertaking becomes operative, equals 1,5 per cent of the value of "2
policy benefits commuted over the whole of that period,
whichever modification produces the higher contingent li4*4[i7s under the
policy; or
14 .L health event, a disability event or the event of the life of the life insured
having ended or having continued for a period, where the premium is payable
in specified amounts throughout a particular period, b1l
(1) calculating those net premiums as if that undertaking becomes 1™IFq .=
a year later than it actually does and as if that particular period were
reduced by one year; or
(i1) increasing those net premiums by an amount which, on the date that
undertaking becomes operative, equals 1,5 per cent of the »a 1z of those
policy benefits commuted over the whole of that particular period,
whichever modification produces the higher contingent liability under the
policy;
“net premiums” means premiums each of such an amount that, if all premiums payable
under the life policy concerned had been net pu'*IF|11.7+ their value, capitalised on the
1l1%2 on which the liability of the long-term insurer under such ll. policy commenced,
would have ey rzitd the capitalised = ia-1l the policy k#=g:lix excluding any bonus,
on the said date according to the contingencies upon which such policy Ir:-nlizn
payable, calculated as prescribed in this Schedule.

General requirements

6. ( 1) For the purposes of this Part a calculation 11l the liabilities 11s a long-term insurer
shall be deemed to be L calculation on the minimum basis if the applicable requirements
of this Schedule have been complied with in making the calculations.

(2) In calculating the contingent liabilities under 1. maamed long-term policies
referred to in sections I, 1) mlkl 1", = long-term insurer s "J-|=. 111 reasonable [1J="»
which it thinks fit, provided it places a proper .11 upon the contingent liabilities
having regard l.b==

In1, the rate of mortality among persons whose lives it has insured which |:= Iz
experienced in the past and which it estimates will be experienced in Il
future;

I'. the rate of morbidity experienced in the past £lki which is expected to Iu.
experienced in the future;
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1 the average I'AL 11! investment return which it has ::4 *a1l in the past =1k: which
it :=lu ziex it will earn in Il L future in respect ! such 1Y its assets L= 11" i1 L to
Ik . e 2a 2" insurance business concerned; and
i1, the expenses nl the currying on 11 the. long-term insurance policy concerned,
including commissions LIk other expenses incurred in connection with &
receipt 1l applications for policies or the collection of premiums:
Provided Il<i lla contingent liabilities L~ determined by means of such calculations are
i+ |1 lower than they t=.#1l. have been Ik they been calculated on the minimum [e-*»

1 i, Any estimate 11 :dl: by the long-term insurer in terms 111 subparagraph 1 " 2 '
or I .1l 1! Im2 subject to revision by the Registrar.

(4) In the calculation on rJi* L. x 11 contingent liabilities under this 1"d1l « «

In, no policy shall have : negative liability; LIk

r the capitalised . mz1llym vested bonuses standing to the credit nl tbe
policyholder on the date of <esvatlt k1 ui the v.fiadliadl value 1 i
reduction 11i premiums which has been granted as L bonus or which Ivr-1w3: 1
obtained by the surrender 1l L bonus or by the giving Il any valuable
consideration or in any other way, shall be included in the contingent liability
of the long-term insurer under the policy concerned.

(5) Where a portion Il a future premium is not contractually payable but can become
payable at the option of a policyholder, such portion of a future premium and the benefits
purchased thereby *:lil be disregarded, unless it will increase the liability of the
long-term insurer under that policy.

Mortality tables

7. A contingent liability under an L:nv L. 2. long-term policy =rali—
I in the case 1L life policy under “&lit:n=-
(i) the policy benefit to be provided is an annuity, be 1z ilelsd-
vl in respect of the period before the annuity commences, in
accordance with tbe ultimate mortality Ielia:z- published by the
Actuarial Society of South Africa in the publication titled "= k.
1956-62 Tables for Assured Lives”; and
I-:hl in respect of the period from the Ilax: on which the annuity
commences, in accordance with the mortality tables published by
the Institute 11l Actuaries of England and the FLzu« y of Actuaries of
b.:0 Ul ul titled “The a (55) Tables for o[ 1R~ or
(ii) the policy Iaz.zlit to be provided is another one IeriLn annuity, be
calculated in accordance with the ultimate mortality tables published by
the Actuarial Society of South Africa in the publication titled “S. A.
1956-62 1l for Assured Lives™;
1, in the 17%. of an assistance policy, be calculated by using the mortality ILltk:-
titled “English Life Table No. 8 (Males)”;
ur. in the case of disability cisi health policies, be calculated by using the
mortality tables titled “S. A. 1956-62 Tables for Assured Lives” with an rue
reduction I = years;
nl in the case nindi> other long-term policies, where applicable, be calculated by
using the mortality tables titled “S. A. 1956-62 .LIv)= for Assured Lives”; or
Lorin .= other case, Iviifi-alals. by using such other mortality tables ¢
s "Mousd by the Registrar.

Morbidity tables

8. A contingent liability under w1 . -n: 13z long-term policy 1!
In.in =z of Liled-ilie policy providing long-term disability income
k= rmi< he calculated in accordance with the morbidity tables titled the
*lidel Commissioner’s Li.azillis Tables”;
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1%, in the case 1l health policies or disability policies other than the policies
referred to in paragraph I X be calculated in accordance with past experience
in the Republic modified by expected future trends; or

(c) in any other case, be calculated in accordance with such other morbidity table
as approved by the Registrar.

Rates of interest

1 The calculation of a contingent liability under this Schedule shall be based on a rate
of interest per annum =

In. 14 per cent in the case of a life policy under which an annuity is being paid;

*# 10,5 per cent in the case of a disability or health policy under which policy
benefits have become payable in more than one payment;

I . 5 per cent in respect of any business, other than annuities being paid at the date
of calculation, where any interest, dividends and rents attributable to such
business do not attract tax; and

(d) 4,5 per cent in any other case.

Method of calculating contingent liabilities

10. ( 1 ) For the purposes of the calculation of the contingent liability under e1
e long-term pejicy

Id such liability shall, in the case where the premium or any portion of the
premium paid by an individual or a group of persons insured thereunder is
paid by the long-term insurer concerned into an investment account or is used
by it to purchase units in an investment portfolio administered by it and
another portion of such premium (if any) is utilised for insurance cover upon
the death of such individual or a member of the group concerned, such
liability shall be the gross value of the portion in such investment account or
the units in such investment portfolio allocated to such long-term policy, plus
an amount calculated in respect of such insurance cover (if any) with :la.
regard to the difference between the amount payable upon the death of such
individual or member and the projected value of such portion or unit on the

date of such death: Provided LLis=-

(i) the value of such portion shall be determined with due regard to, in the
case of an investment account, any vested bonuses accrued from such
portion to such individual or member or, in the case 1zl an investment
portfolio, the price at which such units may be sold;

(i) no amount aTLil be deducted from the gross value of such portion or units
in respect of future payments to be made from such investment [u*piri*li=
as the case may be;

(iii) allowance shall be made in such calculations for initial expenses incurred
by the long-term insurer concerned, which shall not exceed 120 per cent
of the maximum commission which may be paid to any intermediary in
terms of section = in respect of any recurring premium policy, 41"
over the full premium-paying term, separately for the initial premium
and each premium increase after inception, according to the following
formula:

Initial expense allowance at duration t =

wllm -1+

LN
':-\..II-I:I

1,2 X total commission X
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calculated Ll an interest rate 1" * ="F with j = ii 7 for taxed business LII .
Ll¢1 interest rate 1. **5 with j =" % for untaxed business where

x = valuation age at entry,
n =min|"a«s (10,75 — X), [ pyLik
PPP "B I Jeprir: pet]-od

(iv) such liability =1="-=

=l if any insurance cover is, in terms of the long-term policy
concerned, an amount guaranteed by the long-term insurer con-
cerned Inz1 the full period of the long-term policy concerned, in
return for an undertaking by the life insured under such contract to
pay L particular premium for such full period or until the occurrence
of the death of such individual or member of the group concerned,
he not less than the contingent liability which such long-term
insurer would have incurred under L long-term policy in terms of
which such long-term insurer undertook to pay such guaranteed
amount in the event of the occurrence of the death of such person or
member occurring during such full period of such long-term policy;
and

I w. if any insurance cover is, in terms nl the long-term ps.li.=
concerned, an amount guaranteed by the long-term insurer L1 -
1u -l for a period shorter than the full period of the long-term
policy concerned, or if the long-term insurer concerned may, in
terms of such long-term policy increase the premium during the
period of such long-term policy, be not less than the contingent
liability which such long-term insurer would have incurred 1l such
long-term insurer undertook to pay such guaranteed amount in the
event of the occurrence N+ the death of such person or member
occurring during such shorter period or Irzlir« the date on which the
long-term insurer may increase the premium, as the case may be;

(v) save for the allowance referred to in paragraph (iii) of this proviso, the
value of the said investment account or the said investment portfolio in
respect of a linked policy and a market-related policy ikzl:yl in
paragraph 1 11" Part I of this Schedule .Ul be equal to the “.1-4. of the
corresponding assets as determined in paragraph 4(1) of Part 1 of this
Schedule;

in the case of long-term policies, other than long-term policies referred to in
paragraph Id in terms of which, in return for an undertaking to pay =
determined premium throughout the period of such policy, a long-term insurer
undertakes to pay a sum of money on the occurrence of the 1kz1:* of any
person or in the event of a person continuing to live throughout any period.
excluding any such policy in l.izn- of which such long-term insurer
undertakes, in addition to any other amounts it undertakes to [u-r I. pay
amounts as bonuses which are guaranteed by such long-term 11 xLix:, =-

(1) the liability under such policy, in addition to the capitalised value of 1 11>
vested bonuses or reduction of premiums allowed by such long-term
insurer, shall be deemed to be the difference between IlL capitalised
value of the sum insured on the date as at which such lipz=ulisLiL
calculated, according to the contingencies upon which that sum is
payable, and the capitalised value on the said Il4. of all future premiums
payable under such policy, as if each such premium was =11k ll. :l1a”
premium as :kz: <121 in paragraph 5; and



aF T I=aa [ILRLIREIL) I TR N O LR I B R ) [y S W T L L)

411 No. 52, 1998 LONG-TERM INSURANCE ACT. 1998

(i1) N said veealatin shall be based on the exact age, on the date of
commencement of the insurance period in terms of the policy, of each
person whose life is insured in terms of the policy and on the exact age
of such person on the date as ud which such liabilities are calculated, and
on an exact determination of all relevant periods; or

(iii) the calculation s~ ul be based with reference to all the persons whose
lives are insured under such policies, on such ages and periods
mentioned in subsubparagraph (ii) as will produce a result which
approximates in the aggregate the result which would have been obtained
by means of a calculation made in accordance with that
irbungineTp

n°. the contingent liability in the case of any other long-term policy shall be
calculated by reference to the contingencies on which the policy benefits are
to be provided and as nearly as is practicable in accordance with this
prrraphand Parep14, 5, 6, 7 or 8, as the case may be.

(2) m, The calculation of the initial expense allowance may not be based on the
current annual premium in respect of policies which have had premium increases since
inception as this will cause an understatement of the actuarial liabilities.

I-. In respect of policies which have had premium increases after inception, an
approximate method may be used.

I The approximate method may be based on the assumption that the total increase
in annual premium since inception occurred half-way during the past ilarz w1 of the
policy as at the valuation date.

(d) In respect of future new business the valuator w=ul use an accurate method.

Minimum value of contingent liability under long-term insurance policies

11. Any contingent liability of a long-term insurer under any one mudwcd
long-term insurance policy kl&L: not be less than the guaranteed policy benefit to be
provided by the long-term insurer in terms of the prdii 3 if the policyholder on the date
as at which such contingent liability is calculated, exercised any right which he or she
may have in terms of such policy to cancel the policy and to receive payment of any
policy benefit which becomes payable or is to be” provided in the event of such a
cancellation.

Calculation of security reserve for disability and health policies

12. (1) The aggregate contingent liabilities calculated in accordance with this Part in
respect of disability policies and health policies shall be increased by a reserve the
amount of “likz1 shall In:.

1, in the case of a policy in terms of which the long-term insurer may adjust the
premiums at intervals of three years or less, 30 per cent; or
ph, in any other case, 50 per cent,
of the aggregate of the premiums payable in the period of 12 months ending on the date
of the valuation, under all those policies.

(2) The aggregate security reserve in respect of disability and health policies ar:+: not
be less than the amount of R |1 million, irrespective of the value determined in
accordance with subparagraph (1).

Additional reserves

17. (1) An AIDS reserve, which is appropriate in the opinion of the statutory actuary,
u: Ul be created.

(2) A mismatching reserve shall be created, which is appropriate in the opinion of the
statutory actuary, in I :3:11L to all policy benefits the amount of which is payable in L
particular currency and in respect of which the assets are held in a different currency.
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Reduction ul contingent liabilities

I4 The contingent liabilities under wmmarund policies nl a long-term insurer
calculated in accordance with this Ft shall be 111822 o=

In. by the contingent liabilities covered by approved n:. 14412122 contracts; and

1\, in respect of each policy, by the amount of a premium which has not been

received by the insurer after deducting therefrom any commission and any
AW kR premium payable in respect thereof.

Valuation of other liabilities

1.5. (1) For the purposes of the methods of valuation refereed to in sections 30 and 31,
the value nl the liabilities of a long-term insurer, other than its contingent liabilities
under 1 L.l policies, shall be determined in accordance with Generally Accepted
Accounting Practice.

(2) Notwithstanding subparagraph (1), any liability of a long-term insurer in respect
of which its creditor has waived any right to have the obligation discharged until LIl
obligations to other creditors have been discharged in full, shall be valued in a manner
Li for an amount determined by the long-term insurer and approved by the BaziLaT.

Schedule 3
(Section 30)
Financial soundness method of calculation of value of assets and liabilities *
Financial soundness method

1. The value of assets and liabilities referred to in section 30(1)(a) and 1%, shall be
deemed to have been calculated by the financial soundness method if the applicable
requirements of this Schedule and the guidelines issued by the Actuarial Society of’
South Africa in concurrence with the Registrar, have been complied within making the
calculations.

Amounts to be disregarded

2. For the purposes of the calculation of the value of assets by the financial soundness
method, there shall be ily 1wiad2d

In, an amount of premium which is due and pisrbb but unpaid, including v
premium debited to an intermediary or a deferred installment of a premium;

I''. an amount, other than a premium, which remains unpaid after the expiry 111 a
period of 12 months from the date on which it became due and payable;

ur. an amount representing administrative, organisational or business extension
expenses incurred directly or indirectly in the carrying on of long-term
insurance business;

o an amount representing goodwill or an item of a similar nature;

1F. an amount representing = long-term policy in terms of which the long-term
insurer concerned provides or undertakes to provide a policy benefit;

i"Tu1 amount representing a prepaid expense or a deferred expense; and

1§- an amount representing a 1. 112144z contract in terms of which the long-term
insurer is the policyholder, except to the extent that it represents a claim
against a reinsurer in terms of the H=1=JIUI.2 contract.
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Calculation subject to certain provisions

3. For the purposes Hl the calculation of the value of contingent liabilities by means
i+ the financial soundness maz. nel—

(u) after taking into account the termination capital adequacy requirements
according to the guidelines referred i in paragraph 1, no policy shall have a
negative liability;

I where the valuation of net liabilities under nm ki policies is done on the
assumption that premiums are payable annually in advance, an appropriate
deduction in respect 11. deferred installments of premiums must be made, and
the same assumption must apply as regards expenses;

Ir". where a portion of a future premium is not contractually payable but can
become payable at the option of the policyholder, such portion of a future
premium and the benefits purchased thereby shall be disregarded, unless it
causes an increase in 1lr: net liability, in which case it »= Xl be valued;

nT, no allowance shall be made for potential profits to be earned from long-term
insurance policies which the long-term insurer may enter into in future; and

IF. such value shall include the amount of capital adequacy requirements as
determined by the guidelines referred to in pimirFapA 1,

Only certain assets to be valued

4. For the purposes of the calculation of the value of assets referred to in section 30( 1)
only such assets actually held by the long-term insurer or those approved by the
Registrar in terms of section 34( 1 !ru and (b), may be taken into account.
AIDS reserve

5. An AIDS reserve, which in the opinion of the statutory actuary is appropriate, must
be created, to provide for a possible deterioration of current mortality and morbidity
experience as a result of AIDS.

Effect of izinkoranee

6. The contingent liabilities under wima.aid policies shall be net of contingent
liabilities covered by approved 11: lIsdIMI.2 contracts as defined in I"atl 1 of Schedule 2.

Valuation of other liabilities
7. The liabilities of a long-term insurer, other than its contingent liabilities under

long-term policies, shall be determined in accordance with Generally Accepted
Accounting Practice.
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Schedule 4
(Section 73)

Repeal and amendment of laws

Actno. and year

Short title

Extent of
repeal

2714 1943

19141945
73 1 Wl
2414 1956
25 of 1956
79 of 1959
Il of 1965
41 1966
65 1+ 1"ty
3911 1969
14 1970
75 1w 1970 ,

'l of 1972
I"l1 of 1976
e of IWF':
Al 1978
Inl50f 1979
99 of 114
14 1981

82 of I'F !
4618 1984
Frof 1984
106 1= '+
50 of 1986
51 of 1988
=14 1989

=4 1990
5441991
Y 1991

e 1992
k141992
7:4 1993

104 of 1993
11" . 1993
I'"w1993

54 of 1996
' of 1997

Insurance Act, 1943

Insurance (Amendment) Act, 1945
Insurance (Amendment) M= 1 1%1

Pension Funds Act, 1956

Friendly Societies Act, 1956

Insurance Amendment Act, 1959

Insurance Amendment Act, I¥*%2

Insurance ArLI W21l Act, 1966

Financial Institutions Amendment Act. I"*2
Insurance Amendment Act, 1969

Financial Institutions Amendment Act, 1970
1.4 Financial Institutions Amendment
il 1970

Financial Institutions Amendment g1, 1'F!2
Financial Institutions Amendment &1 1.6
I* ;v 1d Institutions Amendment Act, 1.7
Financial Institutions Amendment Act, I'f'8
Financial Institutions Amendment Act, I'f'9
Financial Institutions Amendment .1, 1"E11
Financial Institutions Amendment .| I [
Financial Institutions Amendment ] 12
Corporation for Public Deposits %1, 1"
Financial Institutions Amendment su. | /%4
Financial Institutions Amendment Act, I'F45
Financial Institutions Amendment Act, 1"Fi6
Financial Ire tlLlrr 1+ Amendment Act, 1448
Financial Institutions Second A, ILILIIFFd
Act, 1989

Financial Institutions Amendment M I, 1'1%41
Financial institutions Amendment Act, 191
Financial institutions Second .1aliciLnt
Act, 1Y

Financial Services Board Amendment ALI
Pl

Financial institutions ** 1711121 a1 1492
17120 - ta Ingtitutions Amendment a1 W

Financial Institutions Second .LimldLlent
Act, 1993
Income Tax Act. 1993

Revenue Laws Amendment Act, 1993
IPEF ARL oy il 0, L

Insurance Amendment Act, 1997

The whole, excluding
section 141" 1,

The whole

The whole

Section 39

Section I

The whole

The o ¥ e

The whole

Sections I to 3, inclusive
The whole

Section 1

Section 1

YWiae I to 4, inclusive
Sections I to | inclusive
Sections 1 to E. inclusive
Sections I 1™In inclusive
Sections I to | = inclusive
Sections I'to 22, inclusive
Sections I to 4. inclusive
Sections I to 2, inclusive
= 211r120

Sections lto I, inclusive
Sections I to 9, inclusive
Sections I to =, inclusive
Sections 11" 2, inclusive
Sections I to 19, inclusive

Sections I to 8. inclusive
Section 1
ineenn I

The reference k" the Ir<a »
arrz Act, I"=% in r:
Schedule

Sections !to I™ inclusive
Section 1 .
Sections 1= V- inclusive
Sections ' to [d- 1121
e

Section 1

The wtr:a

The =*. 12




