
 

 

 

 

 
 

 

A. FSCA Circulars 
 

 

1. Information Circular PF No. 3 of 2018: Regulation 28: Increased Foreign 

Portfolio Investment Limits  
 

This PF Circular was issued on 23 February 2018. Following the 2018 Budget Speech, the South African Reserve Bank 

(“SARB”) issued Exchange Control Circular No. 7/2018, illustrating that the foreign investment limits have been 

revised upward.  

 

Regulation 28(3)(i) of the Pension Funds Act states that the funds’ exposure to foreign assets must not exceed the 

maximum allowable amount in foreign assets as determined by the SARB. Funds may therefore invest up to 30% in 

respect of foreign portfolio investments, and an additional 10% in respect of foreign portfolio investments in Africa. 

 

 

B. FSCA Draft Circulars  
 

 

2. Draft Information Circular PF No. 2 Of 2018: Annual Financial Statements 

Prescribed In Terms of Section 15(1)  
 

This draft Information Circular was issued on 8 February 2018 and announces the FSCA’s intention to implement a 

more pro-active approach to supervision, with a dedicated focus on member protection. As a result: 

 

• The Registrar intends to withdraw the exemption for the submission of annual financial statements, for all 

financial years commencing after 1 January 2019. Therefore, for financial years after 1 January 2019, all funds, 

irrespective of the value of their assets, will have to submit audited financial statements to the FSCA. If funds 

cannot afford this, they should consider transferring to umbrella fund arrangements 

 

• Funds will have to submit their annual financial statements 3 months rather than 6 months after their financial 

year-ends. This is subject to promulgation of legislation enacting this change 

 

• The FSCA’s concession to allow funds which apply, to continue using the non-accrual basis of accounting will be 

removed. As a result, funds will be compelled to use an accrual accounting basis for financial years on or after 

1 January 2019. 
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3. Draft Notice on Benefit Projections, 2018 
 

The draft notice prescribes the requirements for communication to be contained in retirement projections. The 

notice applies to all funds, except beneficiary funds and unclaimed benefit funds.  

 

A projection statement should be issued when a member joins a fund. It should also be issued with annual benefit 

statements and to members receiving living annuities from funds in terms of the Default Regulations (see Dashboard 

edition 76 on this). 

  

The notice sets out the minimum information to be communicated to members, including:  

 

• Disclosure that the projection statement is guidance, not a promise 

 

• The projected benefit should be shown as a multiple of salary (cost to company), not as a multiple of members’ 

pensionable salaries 

 

• The projected monthly pension should be reflected in current terms 

 

• A notice on the underlying risks and assumptions used, should be reflected on the statement 

 

• The communication must state that their projected retirement benefit from the fund should be added to 

projected benefits expected from other sources 

 

• For living annuities, the projections must reflect how long the capital will last, given the current draw down 

rate chosen by the pensioner. This can also be presented graphically. 

 

The notice also sets out: 

 

• The methodology to be used in the projection statements, for both defined benefit and defined contribution 

funding arrangements 

 

• Requirements for the assumptions to be used in the projection statements 

 

• The assumptions applied for the benefit projections and a recommendation for future projections must be 

included in statutory actuarial valuation reports. For funds with valuation exemption, this should be included 

with the valuation exemption application 

 

• These assumptions must also be reported in funds’ annual financial statements, in keeping with Treating 

Customers Fairly (“TCF”) objectives.  

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

4. Draft Notice: Default Investment Portfolio: Prescribed Conditions for 

Eligibility of Smoothed Bonus Products 
 

What is a smoothed bonus portfolio? 

A smoothed bonus portfolio is an insurance policy in which vested or non-vested bonuses declared over a period 

may be different to the fund return earned over the same period, in order to “smooth” the fund return.  

 

The draft Notice 

The FSCA has issued a draft notice regarding smoothed bonus portfolios, which will be applicable to funds using 

these products, as part of the default investment portfolio requirements (Regulation 36). A summary of these 

requirements are set out below: 

 

• A fund can include a smoothed bonus portfolio as a default investment portfolio, if it meets the requirements 

in the notice for eligibility. These include: 

 

 

- Formulae must be established to calculate bonus declarations, both vested and non-vested 

 

- Any management actions taken to reduce the risk on the policy must be properly disclosed and documented 

 

- The cost of guarantees provided by the policy must be proportionate to the risk and there must be separate 

disclosure of guarantees, charges and other costs  

 

- The insurer may apply a market-value adjustment as stipulated in the policy contract, provided that the 

payment of benefits on death, retrenchment or retirement must not be subject to any adjustment 

 

- There must be no disinvestment penalties or charges levied by the insurer 

 

 

• Asset allocations must remain within disclosed limits in respect of the strategic asset allocation and must 

comply with Regulation 28’s prudential limits. Where a material change in the strategic asset allocation is being 

considered, full disclosure must be made to all affected parties and the Registrar must be notified of the intent 

to change the strategic asset allocation. Participants must be given the option to opt out of the portfolio if 

there is a material change in the exposure, without any penalties or application of market value adjustments 

 

• Whilst the underlying mechanisms of these portfolios may be complex, funds must ensure that the 

communication received from the provider regarding the portfolio and its performance is relevant, simple and 

easy to understand 

 

• In respect of the management of the product’s perceived complexity, the TCF outcome of adequate disclosure 

must be adhered to 

 

• The portfolio must comply with all six of the TCF fairness outcomes. 


